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Worldwide
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How our passion for nutrition inspired
‘Good Food, Good Life’

It's the mid 1860’s in Switzerland and a premature baby cannot breastfeed. This is
worrying in an era when many infants who cannot breastfeed die of malnutrition.
Our founder, pharmacist Henri Nestlé, learns about the case and feeds the child
his new Farine Lactée infant food. It is the only product the boy can digest, and
he survives.

Word of Nestlé's success spreads rapidly, and through determination, commitment
and a pioneering spirit he builds a thriving business. His life-saving innovation is
the model for all products that follow throughout Nestlé's history.

Nestlé today

People around the world now consume more than one billion servings of Nestlé
products per day. The company operates in over 197 countries and employs almost
340,000 people. It's a far cry from the small-scale business that Henri Nestlé

founded in Vevey, Switzerland. But Nestlé still embraces his values, his famous
‘Nest' logo, and his passion for nutrition.

Leading nutrition expertise

We have continued to provide innovative, science-based products and services
that enhance the quality of life.

Nestlé has the largest food and nutrition research organisation in the world
today, which develops and applies scientific and nutritional know-how to all our
products. We continue to build on our R&D leadership with a number of studies
on areas relevant to our business. For example, two ongoing Nestlé studies — the
Kids Nutrition and Health Study (KNHS) and Feeding Infants and Toddlers Study
(FITS) — provides snapshots of eating patterns, nutrient intakes, child lifestyle and
behavioral factors, and healthy weight indicators of children up to 12 years of age.
We use this research to improve the nutritional profiles of our products. It is this
unique R&D strength that helps deliver the main benefits of our products - taste,
nutrition, quality and safety.
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150 Years

One other benefit that Nestlé products have always offered is convenience. This
became especially important after more women entered the workplace, and
people demanded foods that were easy to prepare.

One of our first products was Milkmaid, which we sold as a safe, life-long
alternative to fresh milk. In 1916, we acquired the Norwegian dairy company Egron
which had patented a spray-drying process for producing milk powder — a product
we soon started selling.

By 1938, people could ‘start the day with a Nescafé, the world's first great-tasting
instant coffee, simply by adding hot water. By 1957, they could finish the day with
Maggi pasta ‘ready meals’ in cans, which were hugely successful. Our skill in
anticipating and meeting consumer needs, combined with our passion for quality,
has earned us recognition as the trusted leader in Nutrition, Health and Wellness.

Enhancing product superiority

Today Nestlé's global business spans food and beverages, waters, dairy,
confectionery, petcare, even skincare. In 2011 the company extended its

leadership in Nutrition, Health and Wellness by creating Nestlé Health Science,
to develop nutritional healthcare products that target optimal brain health, for
example, or healthy ageing.

Such innovations will help Nestlé address the global challenges of malnutrition,
growing and ageing populations and obesity.

The future

2016 will mark the beginning of our next 150 years, and the opportunity to
reconfirm and extend our commitment to enhance the quality of life further.
Raising our game in this regard is precisely what leadership in Nutrition, Health
and Wellness is all about.

Nestlé has been, and will always be, passionate about nutrition.
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Our passion for nutrition

Our global expertise in nutrition has benefited our operations in Sri Lanka for over
a century, driving the high level of quality upheld by our state-of-the-art factory in
Kurunegala when making the Nestlé products you know and love.

Enhancing product superiority

This same passion for nutrition underpins a commitment to continuously improve
our products’ nutritional profile.

While Sri Lanka enjoys a significantly better nutritional status than most in the
region, 23% of Sri Lankan children under five are underweight, 33% are deficient
in iron and 29% are deficient in Vitamin A. 5% of adults between 30 to 39 years
also suffer from obesity (source: National Nutrition & Micronutrient Survey — 2012
- Medical Research Institute, Ministry Of Health).

Using our global R&D expertise, we are working to ensure that our products
offer a superior nutritional profile to help meet local nutritional needs. We are
reducing salt, sugar and saturated fats in our products, and fortifying them with
micronutrients, vegetables and wholegrains where applicable.

Fortified with calcium and vitamin A, and 8 vitamins and minerals for optimum
enhanced with added vegetables energy release
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Our Passion

Fortified with iron

Natural goodness of cereals with added vitamins
and minerals

60/40+: Catering to local palettes

At the core of ensuring that our products meet the needs and preferences of local
consumers is our unique 60/40+ programme, the largest of its kind ever to be
deployed in the industry, which requires at least 60% of a large consumer sample
to prefer our Nestlé product in a blind taste test against our main competitors.

Secondly where relevant, it requires the product to offer an additional nutritional
advantage based on criteria recommended by world renowned nutrition and health
authorities and local public regulatory priorities.

By participating in the programme, our Sri Lankan consumers have helped shape
our products to suit their palettes.




in Sri Lanka
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We place a strong focus on helping to improve understanding of nutrition, because
many non-communicable diseases often originate from a lack of awareness of
healthy diets and lifestyles.

The Nestlé Healthy Kids Programme

The Nestlé Healthy Kids Programme, which partners with the Education
Ministry’s “Poshanayai Suwadiviyai” (Nutrition for a Healthy Life) campaign,
focuses on educating school-age children on nutrition and health. It is taught in
schools as an extra-curricular subject by Ministry educationists.

The programme also has a separate component called "Kids Athletics" that creates
awareness about the importance of physical activity. It holds athletic training and
awareness building events across the country to encourage children to be more
physically active.

Empowering Sri Lankan mothers with scientific, nutritional information
Our Nestlé Start Healthy, Stay Healthy programme, a non-commercial activity,
partners with local healthcare professionals to educate mothers who do not have
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Promoting healthy diets and lifestyles

access to expert advice on science and nutrition. It aims to make good nutrition a
way of life and pave the way for a healthier future generation.

Sharing science-based information with local healthcare professionals

Our Nestlé Nutrition Institute is committed to empowering local healthcare
professionals with the latest science-based information. Organising scientific
workshops and similar events, its aim is to support continuing education amongst
local healthcare professionals.

Encouraging an active lifestyle through school sports and national
marathons

We strive to instill an interest in sports among youth for reasons of health, wellness,
discipline and leadership. By supporting school sports events through our Milo
brand and national marathons through our Nestomalt brand, we have been able to
encourage hundreds of thousands of adults and children to be physically active,
and support many promising athletes in their careers.



Our Passion

Empowering people to make informed choices
about their food and beverages

Our packaging also plays an important role in enhancing nutritional understanding.
We have a number of tools on pack that offer portion advice, information on
nutritional value and calorie content.

The Nestlé Nutritional Compass

People are often confused by the sheer number and variety of different labeling
systems. This is why we offer transparent and easy to understand nutrition
information on all our packs. This approach is called the Nestlé Nutritional
Compass®.

Beyond the label

We are now expanding the use of the Nutritional Compass to include a QR code
on packs. Consumers can scan it with a smartphone to access useful, fact based
information that they would not ordinarily find on the label; such as dietary and
serving advice for the product as well as its social and environmental impact.

Nestlé Nutri-Corners
The Nestlé Nutri-Corneris an educational initiative that continues to be implemented
across the island in areas with high footfall. Qualified nutritionists provide much

needed advice on the importance of having a balanced diet and healthy lifestyle to
thousands of people around the island every year. We also help them assess their
nutritional status through BMI (Body Mass Index), body fat, waist circumference,
random blood sugar and blood pressure check-ups along with diet counseling.

Wellness campaigns

Partnering with leading health organisations for public health awareness campaigns,
we help educate people about the risks of noncommunicable diseases along with
tips for prevention. In 2015, we launched a campaign for World Heart Day together
with the Sri Lanka Medical Association (SLMA). We also sponsored health walks,
runs and fitness programmes to encourage people to live an active lifestyle.

Contribution

Looking back, we can be proud of what we have achieved. 2016 not only marks
150 years for Nestlé worldwide but also 110 years for Nestlé in Sri Lanka. That is
more than 100 years of passion for nutrition; of bringing Good Food, Good Life to
millions of consumers in the country.



MILKMAID BRAND

Our history begins in 1866 when,
using abundant supplies of fresh
Swiss milk, the Anglo-Swiss
Condensed Milk Company starts
supplying Europe’s industrial towns
with condensed milk under the
Milkmaid brand

1866-today

Nestlé begins selling chocolate for
the first time. Henri Nestlé plays a
key role in developing the world's
first milk chocolate, when he
supplies his neighbour Daniel Peter
with condensed milk. Peter uses
the milk to develop the world's first
commercial milk chocolate product

Our founder Henri Nestlé develops

a breakthrough infant food

‘Farine Lactée’ ("flour with milk’)

in Vevey, Switzerland. It combines
cow's milk, wheat flour and sugar, and
Nestlé develops it for consumption by
infants who cannot be breastfed, to
tackle high mortality rates. Around this
time he starts using the now iconic
‘Nest' logo

Nestlé merges with Anglo-Swiss to
form the Nestlé & Anglo-Swiss Milk
Company, known today as the Nestlé
Group.

Over several years, the company
expands its range to include
unsweetened condensed milk and
sterilised milk, and gradually starts
using overseas subsidiaries - with

a sales network that spans Africa,
Asia, Latin America and Australia — to
become a global dairy company

Nestlé starts trading in Sri Lanka
with Milkmaid condensed milk and
Lactogen infant food products
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Nestlé acquires Norwegian dairy
company Egron, which has patented

a spray-drying process for producing
milk powder — a product we soon start
selling




Malted chocolate drink Milo is
launched in Australia, and its success
means it is later exported for sale in
other markets, including Sri Lanka

Nescafé is launched as a ‘powdered
extract of pure coffee’ that retains
coffee’s natural flavour, but can be
prepared by simply adding hot water

The product is the brainchild of Max
Morgenthaler, who begins work
onitin 1929, when the Brazilian
government asks Nestlé to find an
outlet for its huge coffee surplus

-
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Nestlé merges with Swiss company
Alimentana, which produces Maggi
soups, bouillons and seasonings,
and is renamed Nestlé Alimentana.
Alimentana’s history dates back to
1884, when Julius Maggi developed
a protein-rich dried soup to tackle
malnutrition

In the US, Nestlé launches a soluble
tea, Nestea, which is manufactured
using the same method as Nescafé,
and can be served both hot or cold

o e

1866-today
O—

To strengthen Nestlé's operations

in Sri Lanka, a company subsidiary,
Nassau Bahama Islands, is registered
as Nestlé Products (Ceylon) Ltd

Ceylon Nutritional Foods (Pvt) Ltd

— the successor to Nestlé Products
(Ceylon) Ltd — is incorporated, selling
branded food products under the
Nestlé, Crosse & Blackwell, Lactogen,
Milkmaid and Maggi trademarks

Nestomalt, a malted milk-food drink
developed by Nestlé Australia, is later
introduced to the island. The product
fast becomes a household favourite
in Sri Lanka, where Sri Lankans not
only consume the product on its own
but also mix it together with their tea.
Nestomaltis only manufactured in

Sri Lanka today and remains Nestlé
Lanka's biggest brand
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L'OREAL
For the first time, Nestlé diversifies
beyond food and drink, becoming

a minority shareholder in global
cosmetics company L'Oréal

ALCON

Renamed Nestlé S.A, the company
continues its diversification strategy,
buying US pharmaceutical and
ophthalmic products manufacturer
Alcon Laboratories

O

1866-today

Nestlé launches a dairy development
programme in Sri Lanka to help rural
farmers produce more milk of better
quality, honouring its commitment
to the government to help develop
Sri Lanka's dairy industry

Nestlé SA and the Government

of Sri Lanka form a joint venture —
International Dairy Products Ltd (IDPL)
—to use local milk for condensed milk
production. IDPL's factory is based in
Polonnaruwa

O
GALDERMA

Nestlé and L'Oreal establish
Galderma as a joint venture active

in dermatology. The World Health
Assembly adopts the WHO code on
breast-milk substitutes, and Nestlé is
one of the first companies to develop
policies based on it and apply them
across its business

The company Nestlé Lanka Limited is
incorporated in Sri Lanka

Reinforcing roots in the island, Nestlé
Lanka Limited becomes a public
quoted company, with 5,000 local
shareholders. Nestlé starts building
its first multi-product manufacturing
facility in Sri Lanka, located in
Kurunegala, with an investment of
Rs. 500 million

Nestlé begins commercial production
in its Kurunegala factory. Its opening
is a landmark event in the country
and the factory is inaugurated by

Sri Lanka's first Executive President,
His Excellency J.R. Jayawardene.
Today this state-of-the-art factory
produces more than 90% of the
Nestlé products sold in Sri Lanka




The Nespresso story begins with a
simple idea: enable anyone to create a
perfect cup of coffee, just like a skilled
barrista

A wholly owned subsidiary of

Nestlé Lanka Limited — Eastern Food
Specialties Ltd — is incorporated in

Sri Lanka to manufacture coconut milk
powder under the Maggi brand at the
Kurunegala factory

Nestlé buys UK confectionery
company Rowntree Mackintosh,
adding brands like KitKat, After Eight
and Smarties to its portfolio.

Nestlé develops its position in mineral
waters by acquiring France’s Perrier
Group. Nestlé Sources Internationales
is created as a separate waters
business in 1993, and is renamed
Nestlé Waters in 2002

With the increasing success of Maggi
Coconut Milk Powder, Nestlé Lanka
dedicates a facility at its Kurunegala
factory to exclusively manufacture the
product. Today Nestlé Lanka is the only
manufacturer of coconut milk powder
in the Nestlé Group and is among

the largest exporters of coconut milk
powder in the world

O

1866-today

O

New CEO Peter Brabeck-Letmathe
sees growth potential in personalised
nutrition. He announces Nestlé’s
position as the leader in ‘Nutrition,
Health and Wellness’, as the
millennium approaches

O—

An Ultra-Heat Treatment (UHT) plant is
opened in the Polonnaruwa factory to
produce Nestomalt, Milo and Nespray
Ready-to-Drink (RTD) products

Nestlé buys US pet food business

Ralston Purina, and merges it with

Nestlé Friskies Petcare to establish
the new market leader in pet care,

Nestlé Purina Petcare
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After expanding its ice-cream business
in the 1990s, Nestlé acquires the
licensing rights to premium producer
Haagen-Dazs in the US and Canada,
and buys Md&venpick and Dreyer’s
Grand Ice Cream in 2003

Nestlé gains full ownership of
International Dairy Products Ltd in
Sri Lanka

1866-today
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%% Nutrition
Nestle

Nestlé Nutrition, Nestlé's business
division that caters to specific infant,
child and maternal nutrition needs, is
launched in Sri Lanka

Creating
Shared
Value

Nutrition, water, rural development,
our focus areas

Protect the future Sustainability

Laws, business principles
codes of conduct

Compliance

Nestlé announces its Creating Shared
Value approach to doing business,
where any action for shareholders
must also create value for the
communities Nestlé operates in, and
for wider society.

In Sri Lanka, Ceylon Nutritional Foods
(Pvt) Ltd, International Dairy Products
Ltd and Eastern Food Specialties Ltd
merge with Nestlé Lanka Limited to
form one entity

N
T

A growing focus on medical nutrition
leads Nestlé to acquire Novartis
Medical Nutrition. It also buys baby
food company Gerber and Swiss
mineral waters concern, Sources
Minérales Henniez

Complying with new regulations —
section 485 (6) of the Companies Act
No. 7 of 2007 — Nestlé Lanka Limited
is registered as Nestlé Lanka PLC

Nestlé's operations at its Polonnaruwa
factory are relocated to its Kurunegala
factory

_Nestle

PROFESSIONAL.

Nestlé creates a foodservice business
division named Nestlé Professional,
which develops products and services
for culinary professionals




Nestlé
Nutritioninstitute

The Nestlé Nutrition Institute,

a non-commercial entity that

shares science-based information
and education with healthcare
professionals, is launched in Sri Lanka

Nestlé Health Science and the Nestlé
Institute of Health Sciences are
established, to research science-
based nutritional products aimed

at preventing and treating chronic
medical conditions

Nestlé acquires Wyeth Nutrition,
formerly Pfizer Nutrition, to strengthen
its position in infant nutrition

Nestlé Health Science buys US-based
medical foods company Pamlab,
which specialises in medical nutrition
for patients with conditions including
mild cognitive impairment and
depression

With the creation of Nestlé Skin
Health, Nestlé takes full control of the
Galderma dermatology joint venture it
created with L'Oréal in 1981

1866-today

Nestlé enters the super-premium
global chocolate category with Cailler

AN
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Nestlé celebrates 110 years in
Sri Lanka and 150 years worldwide.




30 years

Over three decades ago, the remote
village of Makandura, Pannala, located
in the Kurunegala district, witnessed
foundations being placed in a bare land,
to commence the construction of what
is presently known as the Nestlé Lanka
Kurunegala factory.

Today, this manufacturing facility
produces more than 90% of Nestlé's
foodandbeverage productsin SrilLanka,
playing a vital role in establishing Nestlé

Lanka as a leading Nutrition, Health and
Wellness company.

In addition to manufacturing products of
the highest quality, our factory provides
a livelihood to approximately 900
families through direct employment
whilst  positively  impacting  the
livelihood of close to 25,000 farming
families through our procurement of
fresh milk and coconut.






Highlights

Performance

Revenue

Rs. 35.9 billion + 9%

Contribution to Exchequer

Rs. 6.7 billion

Earnings per Share

Rs. 76.77

Contribution Rural Economy

< < o
. Rs 3.6 bllllon ve Rs. 2.6 billion

paid to nearly 20,000 local dairy farmers for contributed to the coconut industry as
fresh mi Ik payment for procuring fresh coconuts



N Highlights

Nutrition, Health Wellness

w 2,850 w 44,000 w 360 million

Children educated on nutrition and health Children encouraged to be more physically Servings of micronutrient fortified Nestlé
through our Nestlé Healthy Kids Programme  active via Nestlé Healthy Kids athletic events  products

w 25,000

People provided with free nutritional

counselling
Environmental Footprint
Saving energy by Saving water by Reduction of greenhouse gas emissions by
o
@40% @39% @37%
(2008 - 2015 per tonne of production) (2008 - 2015 per tonne of production) (2008 - 2015 per tonne of production)
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Highlights

product portfolio

Nespray Nutri-Up

A Ready-To-Drink (RTD) product, made with local milk and fortified with vitamins A
and D to help address micronutrient deficiencies

Maggqgi Devilled X-Tra Green Chilli

Sri Lanka's first green chilli noodle

Nestlé Docello Dessert Solutions

Available in chocolate mousse, panna cotta and creme bruleé, these dessert
mixes allow culinary professionals to make quality desserts quicker and at a
lower cost




Highlights
Recognition

‘Best Exporter of the Coconut & Coconut Based
Product Sector’ ‘Best Exporter of the Food &
Other Beverages Product Sector’

Awarded at the Presidential Export Awards, for our contribution to Sri Lanka’s exports

Empowering Dairy Development in Sri Lanka

Awarded by the Minister of Public Administration, in recognition of our work in developing
Sri Lanka's dairy industry

Maggi: ‘Food Brand of the Year’
“Youth Food Brand of the Year’

This marks the third consecutive year Maggi has won both titles at the SLIM - Nielsen People’s
Awards

Top 20 best performing companies in Sri Lanka

Recognised for financial performance by Business Today and LMD (Lanka Monthly Digest)
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Dear Shareholders,

It is with great pleasure that | present our Annual
Report and audited statement of accounts for the
year 2015. You can be proud of your Company's
performance. We have once again been able to
deliver sustainable profitable growth.

Our strong performance results from consistently
and diligently addressing our consumers’ needs. We
actively manage our portfolio, ensuring we align our
resources behind our strongest ideas, products and
brands. Whilst delivering good financial performance,
this discipline has helped us in our journey to be the
recognised and trusted leader in Nutrition, Health and
Wellness.

We also drive efficiencies across the value chain,
allowing us to decrease operational costs and free up
resources to support growth.

| know that such a performance requires hard work
from everybody in our organisation. It requires
commitment, persistence, discipline, dedication
and an entrepreneurial spirit. For exhibiting all this,
| wholeheartedly thank our Nestlé Lanka employees
and our numerous partners and stakeholders. | would

also like to thank you, our shareholders, for your
investment, your trust and your confidence, which
have enabled us to deliver good returns over the long
term.

In light of your Company's consistent and solid
performance, your Directors were pleased to declare
an interim dividend of Rs. 34.50 per share on 23
February 2016 and are recommmending a final dividend
of Rs. 30 per share for your approval.

In 2016 we will place a greater emphasis on being
recognised as a company that is Fast, Focused and
Flexible. We will concentrate on innovation led by
consumer insights, and will be guided increasingly by
nutritional science to provide promising platforms for
future growth, in line with our strategy of Nutrition,
Health and Wellness.

2016 is also the year when we, as Nestlé, celebrate
a significant milestone. This year, we are celebrating
110 years of our presence in Sri Lanka and 150 years
worldwide. That is 150 years of passion for nutrition
and for quality that builds trust. It is 150 years of
enhancing lives and of creating a positive impact in



Chairman'’s

This year, we are celebrating 110 years in Sri Lanka and 150
years worldwide. That is 150 years of passion for nutrition
and for quality that builds trust. It is 1560 years of enhancing
lives and of creating a positive impact in local communities
through our business. It is 150 years to be proud of.

local communities through our business. It is 150
years we are truly proud of.

We look forward to making 2016 the first successful
year of our next 150 years. | am sure that our success
will continue to be based on the same ingredients
as before; our people, our passion for nutrition, our
determination to stay the course and look ahead, to
understand the environment in which we operate,
and to organise ourselves to seize opportunities to
strengthen our business.

P

Suresh Naryananan
Chairman
NESTLE LANKA PLC

23 February 2016

Nestlé Lanka’s state-of-the-art factory in Kurunegala E



Dear Shareholders,

The year under review has been a good one for
your Company. We have delivered strong results for
what has been a challenging year. We were able to
maintain or increase market share in the majority of
our categories, and, more importantly, strengthen
our credentials as a leading Nutrition, Health and
Wellness company. This performance demonstrates
the intrinsic strengths of Nestlé - the commitment of
our people, the strength of our portfolio, the quality of
our products and the trust of our consumers.

Our much loved power brands Nestomalt, Milo
and Maggi played an important role in fuelling your
Company’s growth.

Sri Lanka's household favourite, Nestomalt, further
increased its market share; deepening its engagement
with rural consumers. Milo also maintained a strong
growth momentum, partnering with the Ministry of
Education to empower hundreds of thousands of
athletes across the island with national school sports
events. It also launched a new campaign, ‘Mom,
Me and My Milo’, to encourage mothers and kids
to partner together in leading a healthy and active
lifestyle.

Maggi launched Maggi Devilled X-Tra Green Chilli
noodles and ended the year on a steady note,
signifying the strong trust consumers have in the
quality and safety of the brand. Nespray, which
comes to consumers with the goodness of Sri Lankan
milk and Nestlé's global expertise in child nutrition,
strengthened its portfolio with the launch of Nespray
Nutri-Up, a Ready-To-Drink product fortified with
vitamins A and D.

Recognising that food is a conscious way to bring
health and nutrition benefits to our consumers, we
are continuing to innovate and renovate our products
to offer nutritional advantages and ensure that the
Nestlé name on the pack is a promise of ‘Good Food,
Good Life’ to our consumers.

Using our global R&D expertise, we are working to
ensure that our products offer the most superior
nutritional profile in their respective categories. Our
products are fortified with essential micronutrients
and other vitamins and minerals, and supplemented
with vegetables and other nutritious ingredients as
relevant. We are also reducing the levels of public
health sensitive nutrients - like salt and sugar - in our



Managing Director’s

The year under review has been a good one for your Company. We have delivered strong results for
what has been a challenging year. We were able to maintain or increase market share in the majority
of our categories, and, more importantly, strengthen our credentials as a leading Nutrition, Health and
Wellness company. This performance demonstrates the intrinsic strengths of Nestlé - the commitment
of our people, the strength of our portfolio, the quality of our products and the trust of our consumers.

products while ensuring the taste our consumers
love remains unchanged.

Our leadership in Nutrition, Health and Wellness
also extends to creating public awareness about the
importance of good nutrition and an active lifestyle.

The Nestlé Healthy Kids Programme, which partners
with the Education Ministry, was expanded to
educate over 46,500 additional school children on
nutrition and the importance of physical activity. In
parallel, we launched a number of public awareness
campaigns to encourage adults to ‘Choose Wellness’
through a healthy diet and lifestyle.

The intrinsic value of our nutrition agenda in Sri Lanka
will increase as the population expands, healthcare
challenges increase, and related costs multiply. We
are committed to using our global know-how, and
presence at the cutting edge of science, to contribute
towards providing solutions for health concerns,
ranging from malnutrition to obesity, in the country.
Enhancing lives with our products will continue to
shape everything we do.

It gives me great pleasure and pride to note that
your Company continued to honour its commitment

to Creating Shared Value (CSV). CSV refers to our
fundamental belief that to be successful over time,
we need to create value for our shareholders while
creating value for society at the same time.

We continued to invest in Sri Lanka's rural economy,
contributing more than Rs. 6 billion to almost 25,000
local farming families to purchase fresh milk and
coconuts for our products; and remained committed
to manufacturing as efficiently as possible, reducing
our energy consumption by 40% and water
consumption by 39% over the last seven years.

We also continued to be recognised with a number
of accolades and awards in 2015, for our financial
performance and contribution to the economy.

Looking back, we can be proud of what we have
achieved. | would like to thank all our employees -
at the head office, in our factory and on the field -
for their efforts. Their hard work, dedication, talent,
creativity and entrepreneurship were key to delivering
our results. We would also like to thank you, our
shareholders, for your continued confidence, support
and unwavering loyalty.

Looking forward, this year is a special one for Nestlé.

We celebrate 110 years in Sri Lanka and 150 years
worldwide. 2016 is a year to thank everybody who
has brought us here - our consumers, our employees,
our distribution partners, our suppliers and our
shareholders. It is a unique opportunity to celebrate
and share our passion for nutrition; our passion for
helping generation after generation of people live
happy, healthy lives.

As we begin the next 150 years, we will strengthen
the foundations of future growth while delivering in
the short term and continue to invest for the future;
in our brands, our innovation, our capacity and our
people.

g\z\)\vq\k; \—"—QQQ/QQ
N

Shivani Hegde
Managing Director
NESTLE LANKA PLC

23 February 2016
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OREOSNE@EO & etndesS @m® Dic®s 60. 68 BB HE®ENHEHEMES CBHD WOGS
eRE36Q 57 35Tz GWRHE, e5e® 6t3Dm BOenES wiesdd, e Hetrd®de HREBOGH,
o568 5@ HBSG 58 NDEIBDHS e 6WEOE DR &S DBENEHE.

&s6® 62306@3SO, BB6E] ©® BB kw PEDS XMOES K DHADEG 6OXEDS
De®S EHBOES @) & Hed.

B Qo168 528 BOew® @) SHBEG BEE O 6E306@3BO 57 6O6GE6ELNE GwIOS
BTNDSOE OBADG B e ed OB DeIBDBES O® s V@O dPTWO GTSOO
BSOSO &, BIBD FEIDBI®E BO® BHEEIEMNOG 6@MINDEHBTS B Bt ®EDD
658 OeE S0 SO DR ®BOD NEE S TOS BEH) FEENDSOE @D
6eBS g6 DO Dicmn Serrdn O BB tiPer®d DVN®GEE SOBCHD &TD.
‘'Mom, Me and My Milo" &85 85 55280 Ensmdds HeoIBOs 6050 BB
85603600% BIDO®TBO 3ew) DG 51 £OtdS 6mFODRD BBE] DOWD DO
@&.

5550 OVBEEE o566 BB 55MBE DS '@E 6ADRH D)) & DR udde’ wes)
e® gm0 @B xy) OB 0S5O HBS®D BetE®s VDD BdeHIBDES md BBDIEsE
9OE HoOBDOE, BB @IQS. BOBS A 39 D eesiegnens’ sdethéng) ‘emeded Bxd el
(Ready-To-Drink) e»c ®ese) ec®s ©edc eesissnen® emidn Deaemmdn arSd

ene3ed ©®®EE DOT ©BMOGD O» entderd DO Herr® 6B OE WOBSLS,
& @08 2@ B8O cOREE HOEOOS DeHIBDRS EHOD Gle®D MO @ .

O 6@ SHNVEHIBDEBO 6e39RS 56 6e38EN GBI ERIBED Dic®d eBnmm DD
DEMOBBS Dl esiBsn HBODEE D) SO0 HHOD GEdS BOSHODO s’
Besea® O5DOMBO EBDOBEHDE. 60360 MBB SHBEE epdcd®m rn® Do BBes
g5dS Bdys Do’ eRrecyd 6ue3ed HetEd®n D0 &8 5usn DBeE).

&5 %) 6MIBEH BBDBEN €589 L50DVRH DeGBELEINDEG E56w3IE DOBSBS 56 Hescr®De
BBB0 6538886 ®ENo® DDA SO BTSO 6DHREDS &8 WOHD WOBEHE). Es6®
BEeneoded Dicms Dye osism ©n 609 SOBS e &N @D 60O DSDD &®
OB el GBCOs S D®ens Dy BOOOC DOED O H6R. Des®LNRS 680
206IBDE e’ Hornd® 60 DD Wi 6NEh)d ©OSNeOSBE, Tned
60 ALweSBBs Bmess 6e39RBE0 5068 N 5K B8 8 esivw s’ BBencHORDO
66O D8 BB DOHD DEEY.

GeSIBENE, GEIDB €5 (BRI SOINE 62N DIc®E eIBHGES 5 HHIBD ED D@
5DTNEEE® DicoD® BERCH B®WSHE cruds SO BPRSBDenSe 48 BERDSBOG
BBwOe®m® BIS6HE).

%D FEIDBIGEH O® FRDEND EGS e 'eme3ed 6®GRE S8 Diledmwe 46,5000
D8 PO B BB MG 638N &5 GMODD FEHMDBOES Dic®DO®
BBRCH crn® eRHEBD ®rBDD SOV OB 5O DO EE. 80 PMPD 695 eBs5s®
NG 65w 5w D OO HO®) BHORIG 6INHIBO’ eK) DBBOGE CHBE
DOO® BWeD crRdDS BO® OIS Glesss B HEBHD) g6,



3% OB, 6eIDHOBBE FHEEIH 9HE IO t5® &L Bnued o DOTEDRD €)683BD
B oD BE 6’ 6eIBEN HPEBODEHRE OGRS QWG BDoDBENE. HOBBDO crR®
DO NBDEO woesd B0 8 9OD BesIed nDmEnS Bceesissnec B0 ORI
e ee3eEn 66393 ®OODED Deed® edB0 HEDHOG @R) CCBEHE). F3e® &ern®
®0®) HVEIBDEBEE EDD 9BE ®odBHO WOGED SVO 550 BO® 56w gOENd.

DR 6B B NONVE SHBHENODEES (CSV) ERE EnDE wiesde®s SOmd®
D RO crn® 6cH6s MBS 3IH 5 PRBDOGEHES. 4e56E 3HGHEIBIDOTOBRO EF®EB
Dy oD FHOB B@IE 6DDE GHOE Dy BO® NS eNOVO HHBHUDPODEHE
B®I®EE DD 366 BBENEIHE.

& @oed @Bn ebSwen »®BIDE 60X EEiBNG WOD B 6d®n BB 6md S
25,000 ems agoes Sdoicm sem gdmn dd 5O ©® 68 Beg S00 GiBnd
DB 60 O Beem DB DirmOBEHNE. DB 6 &6’ BB SHOBG
DBNemD 6 8 & em i O RGBS’ 40% B ©® & edemiesme 39%HS
69E er®B0 B0 OB 70 Ol IRBED G OO 48 DO TG HIE.

De®x35® 2015 dV®G DE es6s B MBHEENNDG et HBD HBHIDHED ED) &35 SIEDBOG
605D greB® ©m BB MBEHS Be® @dBO asd BTEED @IRS.

ety DBEDE &es @RI 6®D BeRD BSEHMENKES ERSRenS 3rtdS® mRBRG Bx ®Tl
OBBOED e BOBeDF. 4566 HND DIVEWEREHE, DHRISDEGIRIEDS 58 HeBHEHS
68306068 BoOD 666 650D BBeD SRSk seBdBD BB 60® DBMNDD WOBED. DS
ODBBG, wiesdd, HEBED, BHEBIBREBOG ©® D5DENEDROG 56’ IO &SI
BeH) Sme EEOnD @) & H6R. & 6o mrR) DEdesn, &sd ER) & aa®

DCOMDO GLBRBDRTECH BOICERIODE

omeEinn o B30 BEdsn DRSS aneE Dmedn BHeEIBmmODs D RO
85665 S580 BHHOSEHE).
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SSIBGMW  LkIGSTITECET,

BT Wenmuley QFuIHaB Bbs QeWIB IS HHleUaIHMmBSL CUTBISSeImTUled FBLILTERT Qh
SLEWILTE  SIWIOUBEBIETNSL. FaUTeOHs @b DemIged BTD 2 miFHwirer CLUEBIGLIBISMmET
GeuellILBSHSu|eGerTid. GLiBLbLITeITE 61dH © BUSHI Lfleysemed 6ozl FhHensLILIEIS enerd
SHHHMEUSHIHOHTETOT  Ol6L6VHI  DiFBMbE  6IDIOTEL  (PIQHBICTETHIL 6T, Slend el eyib
(WPSBWLDTS, 261 | FFHHI, UGITHSUWD HeOaUTDe] SpdSluleuBiiied (Lpeiieilensy eSSBS @h
BIBICUSTD 6163 6TL0%H1  BEITOGHLIMUUD BTD  eUEIILIBSHIHLGTETTLD.  6TLOZHI  LiewTWITeNTe 61 63T
SfttuemiiLemmen  FGUTH, 6lbgl o BusHd euflenaules LD, 6logH © BLSHBerler  SHID
oBpID HISTCTT 6nbifs CsmewiBeren BOLISmS DdL CHeGM HBleuaTsS e o 6Tenmihd
LIemIBEee @1 QUBIGLDIGET LeOLILIB SIS 636,

BT WHa|D ChHHHB, aUEIGITET 6UTHSHEBBTOMGNTE  G)56rIL CoTenyy, wGT OBBID
Qod LAWET 61DHI BBIeUTHH6T UeTTEFHSEH 2 HHFSHUITH, (PHBLI LIKIEG 6UBSHHI6T6T6T.

Bevminauied  oeweihs  @evevmseiled  alBUUSHBS WL @h  UTHHHBIOOTHS
Hapd  GrerdLGlomeomml, SgToluB  HISTCMTHLTNT Heidl FOUTLDL QLTSS  SHeig
FhensliumSmen  Gueid SFefdbsHs Catanpereng. GCadw uTLgTemsv  alenemuim (B
Balpa|selelt  peOloTd  BTOLHISIpsTen  LsbeuTulybasenibsTear  alensmutl (b aljiTesemert
SLEHMOLILIBHHID (LPBHLOTH H60a] DIMIDFEHL T LIKIGL nOWITETmB gJBLbGSHSH S CsTeaniBeen
moBsur, o miFumer  euenitFAl  Curddlenent  Guewiujeiengl.  GEID  DieiTENEIULIHLD,
LN6iTenena@mld eeinflenenihdl LCITeHALIDTT OBBID o L BEFLBLTHS6T QHTENIL  aITDSHMS
WBOWTEB  (PaOmGlLms 2as@Galliugneg Mom, Me and My Milo' eeip yguw
Ur&emsmaLD DIF UIDLISSIETeSI.

Maggi Devilled X-Tra Green Chilli mmgeverd o _pusdlenws opiupsd CFuig  eneudgieien
Qd, sLbHs Spewienl GBILLIGLLIQWITS Blenmey CFUISIeTeNS. aUTHSSBTOSHSH 6 ST LOBBID
urgIsTIL s BISTCTT GaTewiBeren Siewawrs BLlsmsmut @g OCeueliLbGHLleTengi.
Aevminauied o BuSHd CFLIWNILGLD HFOFWLIIES LUTMmend Csmewi®  swmilasiuBn
QBevLICB  HISTGaTeny 61 (Bousl e, OperdGsv Mmieuend FpieuT GuTagTdE OCFHTL LD
CarewiBeren FTauBsa MHLMIHHIUSHET S 6, eIl LLOeTseT 6 BB 19 SLELme
Brblw, 2 Lenguns uGGUSHE o sbs e, uteiote  Nespray Nutri-Up ©emest
SPWaILBSHSH, HigH o BuSH auflengems Ged LOLILBGHSHULIGTNS.

61Dl HISTCMHEEG —SLGITHAWID  WBBID 261 L FFHHET  HETENIDHM6N  GULPHIGISBE)
o awiBeu FAmpHs eufl eeILmS SEIBaIB6TON BTD, @euteuTm OpBerGa o BLSHHuleams
LGB 19aID QUL Geien 'Heoaawal, B auTpe) eeip GrerdGsule o mBembamu

61Dgl HISTEAMHEE AIPRIGaMS 2 BIHOFUILH, 2611 L FFHHGT HETENLDBHMEIT  CULPHIGMIBHBE)
6IDGI 2 BUSH BT QBTN LSHSTHSRIS6T BBID LSHIILHHe0Hm6N QBHTLTFFAWTS BT
(WPSTEMBHSHI  6(HES BTIEBTLD.

FTouBss oenaled [HTD GaTewihersn oTuIFd BB  DTelBHH  HLemHaHIeIHMS
o LBWNHHSI, 6ok o BushdHser WoBBL GBS o BusHH Ufayseled oiHHBHS
o6l L FFHHI 266N HBHIBM6TDH CHTRIBHeTeNmaULITES Hbpalimsd o BIFHOFUILD GHTHEL 6
BID QFWBULG auBSGICBITD. 61g 2 BUSHHET DIGSUITEUSFUIDTET HIGKTIAL L F&&SHIdSH6I
BB gt il L ifleTser WBBID SeiujiiLdbaeiear &L 6T, CUTHSHSLOTE OFHSHN
QUMSBH6IT LOMBMID GJenerLl o1l | FF5HH o | CaTbmeser GFTHEILILLmeuITs & oDl Eser.
o iy wpp Foll Gureipy OuTHIDSS6T sHhseT UOITSSWD OHTLTID DibHMmB
CaTewi(heTen o6l | FFHHIHHMET 610H 2 BUSHHH6N0 GCFTHGSGD 66y O LHISM6N  [BITLD
GMBSHBHI UHeUSBIL 6T, HIBTGMT6 alBULABGW gFeneu CHTLAHSHID OTBTOE EHLILINSUID
2 mid CFuISECBILD.

o6’ L FF5SI, CITHAWID BBID HeOTDe LA WBIled BTD eUdHHIIBHS N  (Lpestereni
eOsTeID, dBhd oo LFFHSH LBBID 2 L BOFLBLUTGSHET  OEHTENIL  eUTDHMES(LPMB
opFweuBpilen  (poHBLSHeID COHTLTI QUITHIDSS6T WHHUT  alPliLjeTayl BeushBED
BLIgSHBILIBS BBSI.

sevalumwFaL 6 Gmanbs  (paomGasiu’ Geien  Nestlé Healthy Kids (GperdGsv
S8y alwiomet BLHEMBHB6IT) BapFdHH L &6t 3] ol | FFHHI LoBBID
o | BeFwBUThseiar (pésdwsgieud OsTLTled Gueodswrs 46,500 Bben  Guiul L
LITL&T606V LOTEWTeUTHEhSHE SinflewL L LILIL BeTengl. OHBE SeneniuiTs, aI6lhHaToeT SHHUNed
SiUTH6eT  BITHAWIDTET W6 [HeNL(LPeNB OBBID  UTIPSHMS  (LpenB  ShAUleIBSeTL T
‘Beveunipeneusd  BaThOBGLILMS  2ab@als@d amsulsd LGB GuTal alfleiTaL
Ly &ammisemenud BT ST Sa16mGsrTLD.

FOH0sTms SF S LBBID &STHTIO ugmofiy  Foumeselear SIHSMOL WBBID  is
OaTLTLI0 LeoLmig OFevey SiFsfiiy spdlwaBBCsBL Eevkimauisd 6ogl 2l L FFHa
BapFdHHLSHHe o 6ontihs CUBILHULD BT  BBLUOMID DHSMNHEGW. BT 1960
Buragnsdlaieny (P Hed o LB  LbeT  eueny  LsGapILLL  iGIrdhdwd QT UL
DIHHMBHEDHESG HTOBTILIF LmSaILF CFUIusBE 6wal FTalHs HLemsalalsHms
o LBurdAILAed,  Belenr  alehehTNHWS — MmBHOBTETUHVID  BID  CHTLAHSHID
SittueniiiyLemer  FRUTLBL6T QaFwBULG  aubBSeE@BID. HTD  GBosTeTenD  eelbeumh



QEFWBUTLIQET  (LPeULDTEHAID, 610%H 2 BUSSH®6NT  dsefler euTpemey  GIDLBGHHIINS BTLD
QBTLIHSID (LpetOerBLrIGUTLD.

uale) ol uieorer  Gupdmws Gomhmelsgse (Creating Shared Value)  aieis
o2 mHemfulesr FGUTL L 61ogh BBleueId QFHTLABSHID ABLIUTE SmLLILIYSS aIHAIMSH
2 _RBEHHE OLHLESDFAULL@ID, QLHMUILID a0 TeTdaCpear. 610 BHleuen s e
GeuBisioTer  QHTHBUTHSEET  PsOLDTS  CIUDPIL  LBIGSTITH6T BB L BOLTHS
FepSHHBGSD BHBLVMmesH CHTmmIaTsaBauemi(BLD 6T6iB 61D (Lpsv HLOLNSHemauTler GleuafiiLmGL
udltey SupliumLuisd CuBISmws CHTBBIANSHS ARLSTGSLD.

Beomenasulsd STl QUTHETTSTTSH T FH BT QSTLAHSID (WHeSheamen GoBosTamIH
UMHAIBHIL T, 61og 2 BuSHEmer SWTMILFSBGHS CHemeuwmear LTeL BB CHmSTUISMmENT
ALgsL 25,000 o eipmi G UsmenewwTenT  @GGHURISL OGBS OsTeieuee) CFUIS
SIFET cpeooms 6 Lleedwest apUTaIBGL SiFsorar OsTmEmw LRSeNLF CFuiglsT@erTLD.
BLbS Gup opemiBsened eiog  Waeuey misTmen 40%  Senmenid, Hewientit  HisiTeney
39% @amaib GmBHSE, (Pebseumy  almeidBer  WHs  aufssled eogdl 2 BuHS
BLOUQSHMBHMET (WTCBLILAWID BT WGHSH TILeniiiLL e QFwBULG euhaCBTLD.

10zl BHlFHuiied QUBIBLIBIGET WHBEBIL CUTHeTTSTISSBeTen Lkiseiiy odwsaplBsrs 2015
oD SLeiged  LIsOBeUMI LTI (BESH61T, EeBISTEn 6D SIRSHTIRISET LOBHBID  6(HBHISENETLD
BID FOUTHSSI6TCTTLD.

BT  SLBSH 6UbH LTSS HHLLIL  UTThamauled 61og  FTHmeIsmenuil (B BT
QLIHEDLOLILIL.  (LPIQULD. 6TLDGI HEMEVENLD DIGVIUeVBLD, 610G CIHTIHBETEN6L LOBEBID CleusTdsenL
Lewilaefled FBLUL(B6TON  610%H  DINTHSI LIeniLTenTHEhHESGD  IeUTHeNSH  (PUBFBEHSHTS
BI6ST B semend OFHfalsHaibosTsier alpbLSaBner. SieuTHeng I HHEMOUITET 2 _enipLiL],
SfttuemiiLemmen  FGUTH, SLBBeD, UL LILTSSSSBe BB QHTHe0WIBEUITEETENLD
opBwenGeu 61z QUBICLIBIBEHSETET  CLPEUTHTIHIGET. [BEIG6T OCHTLIFALTES 6L
meUSSI6TeN BLOLNSMS, 610HE IPHRIS B UFHT6Y WBBILD DMFHS  (PQUITSH  al&ieuTFD
SLBUBYBHTS 2 HISEHHGSLD, 61DH LUHIGSTITHEHSGSGD Hemisamend OFfaldsis0sTeer
aflpLoL&er@umid.

aFliaresmsd Crrs@mauiss Gbhs ouwiB  CnavGa Fipeuasmall  CUTBISHeumTUlsd
a1GgLomen b ouewi®B. B Gevmenasuied 110 eumpLmiss Lisdlemwub, o evdlsd 150
QUIBLBIBET LTHSHenWUD OameniL ThSICBID. 6lbend QbdH OSTHHBES 2 WITHHL{6Ten

(PBTEMOSH GO Lewnlumemilest Wemmule]

6logl  HISTCUTT, 6Dl oamPuITsel, 6oz elBCWITES  LMISTENTS6IT, 61D  GULDMHIE6TTE6T
BB 610G LRIGSTITSH6T 61601 SIeneel(hb@GD Heoms  OFeVIsHHCeuemiol LWL T
2016 omwpbdieTeng. oo L Fesha 55 1D Cstew@eren Saly o 6wita), HmeO(LPeND
SHEMEO(LPEDBUITS  LDHSB6N  WHPFFULLanid, UCITHALSHILDID UTDAISBES 2 Hejusl LSS
BT CsTemiGeren  Haly o eawite SHUaBmBS GCETEILTY, USTHHOETAUSHBEG B!
Sl HSIULDTET @(h UTUILILITGLD.

o655 150 ouemiGsmen  GBTSEW  6og  LWemhmsd  OJDINGGD  BSSHhensHe0,
TFHTBTVSHHET euenTFFdbamenn 61o%H SiHHeuTgmibener BTD GEID LIVILBSHSH, GSBISUW HTen
CupBupIBmen AIBCLTHHSI, THTHTEVD, 6IOFHI UTHBHBBTOMISEN, 6IDHI LGHSTHED, 6IoH
SBBEY BBID 610G LewiwimeniTaet g BITD OHTLTHSHID (pHeshosamen GoBoismer@surtb.
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Suresh

is the Head of Nestlé in South Asia, which
includes Sri Lanka, India, Bangladesh,
Nepal and Maldives. He was appointed
to the Board of Nestlé Lanka PLC as
Chairman on 16 October 2015.

Suresh Narayanan joined Nestlé in 1999
as Executive Vice President for Sales
in India. He moved to Nestlé Indochina
(which includes Thailand, Cambodia,
Myanmar, Laos and Vietnam) in 2003 as
Executive Director for Sales, Marketing
and Food-Services for the region. Two
years later, he returned to Nestlé India as
Head of Sales.

In 2008, he was appointed Managing
Director of Nestlé Singapore. He was
awarded the Medal of Commendation
by the Government of Singapore for
sustaining growth amidst economic
downturn in the country. In 2010 he
was appointed Head of NEAR (North
East Africa Region) for Nestlé. His last
post before moving to his current role
in South Asia 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.

Mr. Narayanan 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.

/2 %
Cha

Etienne

was Chairman and Director of Nestlé
Lanka PLC from 1 January 2014 to 16
October 2015.

Etienne Benet holds a Master’s Degree
in Agronomy and Engineering, and
joined Nestlé France in 1989 as an
Internal Auditor. He commenced his
international career in 1991 in Egypt as
Factory Controller, then as the Group
Management Accountant, followed by

an assignment in Sales and Marketing
of the Chilled business. In 1997 he was
appointed Country Manager for Gabon,
and in 1999 returned to Egypt as Country
Business Manager for Nestlé Waters. In
2004, he was transferred to Indonesia as
Country Manager for Nestlé Waters and
in 2008, was appointed Head of Nestlé's
operations in Central and West Africa (a
cluster of 22 countries). In October 2013,
he was transferred to India as Head of
Nestlé South Asia.

Shivani

is the Managing Director of Nestlé Lanka
PLC. She heads Nestlé's operations in
both Sri Lanka and the Maldives since
1 February 2015.

Shivani Hegde joined Nestlé in India as
a Management Trainee in 1986. Her
extensive experience in the company,
spanning 30 years, covers a multitude
of  functions including  Marketing,
Sales, Human Resources and Nestlé

Professional (Nestlé’'s out-of-home F&B
solutions arm for culinary professionals).

Before she took on her current role
in Sri Lanka, she was Executive Vice
President of Nestlé’s Food business in
South Asia for ten years. Her extensive
experience, coupled with her track record
of consistent business results and strong
marketing and business proficiencies,
saw her appointed to Nestlé's global
Marketing Leadership Council, which
comprises select senior management
officials from Nestlé’s headquarters in
Vevey, Switzerland and regional markets.

She holds a Masters in Business
Administration from the Faculty of
Management Studies in New Delhi,
and a Bachelor's Degree in Economics.
She has also participated in Nestlé's
Leadership Programme, conducted by
the London Business School.

Ganesan

was the Managing Director of Nestlé
Lanka PLC from 1 January 2013 to
31 January 2015.



Ganesan  Ampalavanar  started his
career at Nestlé Malaysia in 1991 as
a Management Trainee. His career at
Nestlé spans over 20 years, where he
has served various positions in Sales,
Brand and Commercial Management.

He was appointed Sales Director for
Nestlé Malaysia and Singapore in 2003
and became Head of Sales for Nestlé's
operations in South Asia in 2008; a
post he held for five years before being
appointed as Managing Director for
Nestlé Lanka.

A Malaysian national with Sri Lankan
roots, he graduated in Management
(Accounting and Finance) from University
Sains Malaysia in Penang and has
attended Post Graduate programmes at
International Management Development
(IMD), Switzerland.

Jagdish

is the Director - Finance & Control of
Nestlé Lanka PLC.

A Chartered Accountant, he joined Nestlé
India Limited in 1990. He held roles of
increasing responsibility in Finance in
Nestlé India’s flagship factory in Moga
and in Nestlé's regional head office for
South Asia, before moving to Nestlé
China in 1997.

He later took on the responsibility
of Business Controller for the Milks
and Nutrition Business in the Greater
China region, returning to India in 2004
as Moga Factory Controller. He was
appointed Head of Nestlé Market Audit
for Nestlé India Limited in 2008 before
joining Nestlé Lanka in his current role in
2014.

Shobinder

joined Nestlé India in 1986. A Chartered
Accountant, he holds a wealth of
experience in Finance, which includes
a two year assignment with the Nestlé
Group in Switzerland.

He is a Non-Executive Director of Nestlé
Lanka PLC and is also Director - Finance
& Control for Nestlé India Limited.

Mahen

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

An expert on economic issues, Mahen
Dayananda is the Chairman of the
Sri Lanka Business Development Centre.
He chairs several organisations such as
Total Tea Concepts (Pvt) Ltd and Indo
Asia Teas (Pvt) Ltd.

He is currently a Non-Executive Director
of Pegasus Hotels of Ceylon PLC and
Bukit Darah PLC and the Honorary Consul
for the Republic of Benin in Sri Lanka.

Directors

Ranjan

Non-Executive
the Chairman of the
Audit Committee and Related Party
Transactions Review Committee.

is an Independent
Director and

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










Nestlé Lanka complies with
established best practices
of Corporate Governance.

The Board has adopted the
Nestlé Corporate Business

Principles, which guides the

conduct of Nestlé employees
in their dealings with
customers, suppliers and
other stakeholders. It is one
of the key objectives of the
Company to maintain high
standards of integrity in its
business.

Members of the Board

The Board of Directors of Nestlé Lanka PLC comprises of six Directors of whom
two are Executive Directors, two are Independent Non-Executive Directors and
two are Non-Executive Directors, one being the Chairman of the Board. The
Managing Director of the Company also acts as the Chief Executive Officer
and the Board has entrusted the Managing Director to manage all 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 and the Listing Rules
of the Colombo Stock Exchange (CSE).

The Directors’ Interest / Involvement in the affairs of the Company are explained
on pages 46 to 48 and the Corporate Governance Compliance Table is shown on
pages 39 to 41.

Board Independence

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,
two out of four Non-Executive Directors, namely Mahen Dayananda and Ranjan
Seevaratnam, are considered independent. They are independent of management
and free from any business or other relationships which could materially interfere
with the exercise of judgment other than that are disclosed in this report.

The Board considers the other two out of the four Non-Executive Directors, namely
Suresh Narayanan and Shobinder Duggal, 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. The Board has
entrusted certain responsibilities, including the day to day running of the business,
to the Management Committee. Every member of the Management Committee
is responsible for operations and the delivery of objectives pertaining to his / her
particular division. The Company’s Management Committee can be viewed on
pages 34 and 35.

Auditors

At the thirty fourth Annual General Meeting of Nestlé Lanka PLC, held on
12 May 2015, the shareholders reappointed KPMG as the Company’s auditors
and authorised the Directors to fix their remuneration. The independent auditors
conducted the annual audit for the year ended 31 December 2015 in order to form
an opinion on the Financial Statements. Their report on the Financial Statements
is given on page 62.

Audit and Remuneration Committee

The Audit Committee Report on page 42 and the Remuneration Committee Report
on page 43 detail the functions and responsibilities of the respective Committees.

Related Party Transactions Review
Committee

In accordance with Section 9 of the CSE Listing Rules, the Committee was
constituted by the Board of Directors at their meeting held on 5 November 2015.
Ranjan Seevaratnam was appointed Chairman of the Committee along with other
two members, Mahen Dayananda and Jagdish Kumar Singla. The Committee is
entrusted with the responsibility of ensuring shareholders’ interests are protected
in all related party transactions.

Corporate Governance

The functions of the Committee, in terms of Section 9 of the Listing Rules of the
Colombo Stock Exchange, are as follows;

<2 Review all proposed Related Party Transactions (except for exempted
transactions).

2 Direct the transactions for Board approval / shareholder approval as deemed
appropriate.

2 Obtain updates on previously reviewed Related Party Transactions from senior
management and approve any material changes.

< Establish guidelines for senior management to follow in ongoing dealings with
related parties.

2 Review and assess on an annual basis the transactions for compliance against
the Committee guidelines.

Related Party Transactions (“RPTs”) of Nestlé Lanka PLC will be reviewed and
disclosed in a manner consistent with the Listing Rules. The Committee is free to
seek external professional advice on matters within their purview when necessary.

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 directly to the Finance Director whilst also being accountable to the
Managing Director.




Corporate Governance

Risk Management

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

< Strict compliance with local laws

< Clear accountability and active management leadership

2 Behavioural-based safety management

2 Credible market and site safety organisation

< Appropriate, systematic hazard assessments

2 Technical standards for design, construction, operation and maintenance

2 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
1o 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 past performance and analyse its future prospects.



t Corporate Governance Reporting

Disclosure Regarding the Board of Directors

: . : Compliance :
Section Subject Applicable Rule i Details
7.10.1(a) to (c) | Non-Executive Directors Two or at least one third of the total number of | Compliant Four out of six Directors are
Directors should be Non-Executive Directors Non-Executive Directors
7.10.2(a) Independent Directors Two or one third of Non-Executive Directors Compliant Two of the four Non - Executive
(whichever is higher) should be independent Directors are independent
7.10.2(b) Independent Directors Each Non-Executive Director should submit Compliant The two Non-Executive Independent
a declaration of independence / non- Directors, and two Non-Executive
independence in the prescribed format Directors have submitted to the
Company a declaration in the
prescribed format
7.10.3(a) Disclosure relating to Directors Names of Independent Directors should be Compliant Please refer page 33 of the Annual
disclosed in the Annual Report Report
7.10.3(c) Brief résumé of each Director in A brief resume of each Director should be Compliant Please refer pages 32 and 33 of the
the Annual Report included in the Annual Report, including the Annual Report
area of expertise
7.10.4 Directors do not qualify as As outlined in section 7.10.3(c) of the listing Not applicable Not applicable
independent but are specified by rules
the Board as independent




Disclosure Regarding the Remuneration and Remuneration Committee

: : . Compliance :
Section Subject Applicable Rule Status Details
7.10.5(a) Composition of the Remuneration | Shall comprise of Non-Executive Directors, Compliant
Committee a majority of whom can be independent Please refer page 43 of the Annual
The Chairman of the Committee shall be a Compliant Report
Non-Executive Director
7.10.5(a) Remuneration Committee A listed company may be permitted to have Not applicable The parent company is not listed
the same Remuneration Committee if the in Sri Lanka. As such, a separate
parent company is also listed Remuneration Committee has been
formed
7.10.5(b) Disclosure of the functions of the | The Remuneration Committee shall Compliant Please refer page 43 of the Annual
Remuneration Committee recommend the remuneration payable to the Report
Board and the Executive Officers
7.10.5(c) Disclosure in the Annual Report Names of the Directors comprising the Compliant
Remuneration Committee Please refer page 43 of the Annual
Report
A Statement of Remuneration Policy Compliant
The Aggregate remuneration paid to Executive | Compliant Please refer page 77 of the Annual
and Non-Executive Directors Report
Disclosure Regarding the Audit Committee
. : . Compliance :
Section Subject Applicable Rule Status Details
7.10.6.(a) Composition of the Audit Shall comprise of Non-Executive Directors, a Compliant
Committee maijority of whom can be independent
The Chairman of the Committee shall be a Compliant Please refer page 42 of the Annual
Non-Executive Director Report
The Chairman or a member should be Compliant
a member of a recognised professional
accounting body




Corporate Governance Reporting

7.10.6(a) Audit Committee A listed company may be permitted to have Not applicable The parent company is not listed in
and (c) the same Audit Committee if the parent Sri Lanka. As such, a separate Audit
company is also listed Committee has been formed
7.10.6. (b) Functions of the Audit Committee | Should be detailed as per section 7.10.6 (b) of Compliant Please refer page 42 of the Annual
the Listing Rules Report
7.10.6.(c) Disclosure in the Annual Report The names of the Directors comprising the Compliant

Audit Committee

The basis of determination of the auditors’ Compliant Please refer page 42 of the Annual
independence Report

A report of the Audit Committee as per section | Compliant
7.10.6 (c) of the Listing Rules

Disclosure Regarding the Related Party Transactions Review Committee

Section Subject Applicable Rule g:aTupsllance Details
9 Related Party Transactions Review | The Company shall have a Related Party Compliant Related Party Transactions Review
Committee Transactions Review Committee Committee duly appointed as per
CSE Listing Rules
9.2.2 Composition of the Related Party Shall comprise a combination of Non-Executive | Compliant
Transactions Review Committee Directors, Executive Directors and Independent
Non-Executive Directors Please refer page 37 of the Annual
Report
The Chairman of the Committee should be an Compliant
Independent Non-Executive Director




Report of the Audit Committee

The Committee, appointed by the Board of Directors, comprises of two members,
namely Ranjan Seevaratnam and Mahen Dayananda, both Non-Executive
Independent Directors 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 discharging its responsibilities, the Audit Committee has unrestricted access
to the Company’s management, books and records. The Committee supports the
Board of Directors in its supervision of financial controls through a direct link to
KPMG (external auditors) and the Nestlé Group Audit. The Nestlé Group Audit
is a world-class audit department. It provides value adding assistance to top
management in the markets and at the international headquarters.

The Audit Committee’s main duties include the following;

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

2 Reporting to the Board on the quality and acceptability of accounting policies
and practices;

2 Reviewing the Company's internal controls, risk management process and
process for monitoring compliance with laws and regulations;

2 Assessing the independence and the performance of the Company’s external
auditors;

2 Making recommendations to the Board pertaining to the appointment,
reappointment and removal of external auditors;

2 Approving the remuneration and the terms of engagement of the external
auditors;

Page 33 of this Annual Report displays the profiles of the members of the Audit
Committee. The members have the requisite financial knowledge and business
acumen to carry out their roles effectively and to 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 below.

Attendance by
Attendance invitation
Date of the meeting Yes (v') / No (x) Yes (v') / No (x)
Ranjan Mahen Managing Finance
Seevaratnam| Dayananda | Director Director
19/02/2015 v v v v
12/05/2015 v v v v
11/08/2015 v v v v
05/11/2015 v v x v

The Managing Director and the Finance Director of the Company attended the
meetings by invitation and the Secretary to the Board of Directors acted as the
Secretary to the Committee. Internal and external auditors were invited to be
present where appropriate at the deliberation of the Committee.

The Audit Committee has assessed and reviewed the effectiveness of the
independent performance of the external auditors KPMG, and also recommended
to the Board of Directors that KPMG be reappointed as Auditors for the financial
year ending on 31 December 2016 subject to the approval of the shareholders at
the next Annual General Meeting.

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.

A foecitoe

Ranjan Seevaratnam
Chairman, Audit Committee

NESTLE LANKA PLC

23 February 2016



Remuneration Committee

The Remuneration Committee was appointed by the Board of Directors with
the aim of recommending the remuneration payable to the Executive Directors
and Chief Executive Officer of the Company. The Committee comprises of three
Non-Executive Directors, namely Mahen Dayananda and Ranjan Seevaratnam
who are Independent Directors, and Suresh Narayanan, who is a member. Mahen
Dayananda is 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 Vice President — Finance and Control and
Assistant 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 effort to
maintain the policy and attract and retain talent.

The Members of the Committee meet as and when necessary. During the year
under review, the Committee met on 5 November 2015. The Managing Director of
the Company, together with the Vice President - Finance and Control, and Assistant
Vice President - Human Resources attended the said meeting by invitation. The
Secretary to the Board attended this meeting in the capacity of Secretary to the
Committee.

%W

Mahen Dayananda
Chairman, Remuneration Committee

NESTLE LANKA PLC

23 February 2016




Director’s Responsibility for Financial Reporting

The Company'’s Financial Statements, presented in this report for the financial year
ended 31 December 2015, conform to the requirements of the Financial Reporting
Standards and the Companies Act No. 7 of 2007. The Directors have 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, KPMG, 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.

KPMG are the auditors appointed by the shareholders. They have audited the
Financial Statements submitted by the Board of Directors, as well as all supporting
Financial Records and minutes from the shareholders meetings and the Directors
meetings, and have expressed their opinion which is published under the
Independent Auditor’s Report on page 62.

By Order of the Board.

%=

Keerthi Pathiraja
Company Secretary

NESTLE LANKA PLC

23 February 2016




The Directors of Nestlé Lanka

PLC take pleasure in presenting

to the shareholders their Report
together with the Audited Financial
Statements for the year ended

31 December 2015 and the Auditors’
Report thereon.

Annual Report of the Board of Directors on the

Affairs of the Company

Directors

Etienne Benet (resigned with effect from 16 October 2015), Suresh Narayanan
(appointed with effect from 16 October 2015), Ganesan Ampalavanar (resigned
with effect from 31 January 2015), Shivani Hegde (appointed with effect from 1
February 2015), Shobinder Duggal, Jagdish Kumar Singla, Mahen Dayananda, and
Ranjan Seevaratnam are the Directors of the Company.

In terms of Article 56, 57 and 58 of the Articles of Association of the Company,
Shobinder Duggal will retire and being eligible, offer himself for re-election.

Ranjan Seevaratnam will retire pursuant to Section 210 of the Companies Act No.
07 of 2007 as he attained the age of 70 years on 24 September 2013. Resolution,
in terms of Section 211, to the effect that the age limit of 70 years referred to in
Section 210 of the Companies Act shall not be applicable to Ranjan Seevaratnam,
will be proposed at the forthcoming Annual General Meeting.

Review for the Year

The Chairman’s Message and Managing Director’'s Review on pages 24 and 26
highlights the Company's affairs and the performance of the period under review.

Results and Dividends

The profit achieved by the Company on a net turnover of Rs. 35.9 billion, after
provisioning for all known liabilities and depreciation on fixed assets, but before
taxation, amounts to Rs. 5,425 million. After deducting a sum of Rs. 1,301 million
as taxation, the profit was Rs. 4,124 million. The profit available for appropriation
was Rs. 3,984 million, which is obtained by adding the profit of Rs. 515 million
brought forward from the past year, and deducting the Other Comprehensive
Expenses amounting to Rs. 17 million and Super Gain Tax amounting to Rs. 638
million in compliance with the Finance Act No. 10 of 2015.



The Income Statement for the year 2015 is given on page 63.

The Directors of Nestlé Lanka PLC declared an interim dividend of Rs. 34.50 per
share which will be paid to the shareholders of the Company on 15 March 2016,
and were pleased to recommend a final dividend of Rs. 30.00 per share, payable
on 16 May 2016, subject to the approval of the shareholders at the upcoming
Annual General Meeting scheduled to be held on 5 May 2016.

Stated Capital

The stated capital of the Company as at 31 December 2015 amounts to Rs. 537,
254, 630.

Activity

In 2015, the Company strengthened its product portfolio and its credentials as a
leading nutrition, health and wellness company. It launched Nespray Nutri-Up, a
Ready-To-Drink (RTD) product, made with local milk and fortified with Vitamins
A and D to help tackle micronutrient deficiency. It also expanded its Nestlé
Healthy Kids Programme, which partners with the Education Ministry, to educate
thousands more school children on nutrition and conducted a number of other
public awareness campaigns in parallel to teach adults about healthy diets and
living an active lifestyle.

Continuing to strengthen its Devilled noodle range, the Company launched
Sri Lanka's first green chilli noodle Maggi Devilled X-Tra Green Chilli in the first
quarter. Nestlé Docello Dessert Solutions, available in chocolate mousse, panna
cotta and creme bruleé, was introduced to the market in the second quarter.
These dessert mixes allow culinary professionals to make quality desserts quicker
and at lower cost.

90% of the Nestlé products sold in Sri Lanka are manufactured locally at the
Company's state-of-the-art, multi-product factory in Kurunegala. These include
renowned brands like Nestomalt, Milo, Nespray, Nescafé, Nestum, Milkmaid,
Cerelac and the Maggi range of products, such as Maggi bouillon cubes, Maggi
noodles, Maggi seasoning and Magg/ Coconut Milk Powder.

All locally produced Nestlé products are manufactured under the exclusive
permission of the Trademark owner, Societé de Produits Nestlé S.A. Vevey,
Switzerland.

We are proud to note that in 2015 the Company was also recognised for its
performance and contribution to the rural economy.

The Company received an award for ‘Empowering Dairy Development in Sri Lanka’
from the Minister of Public Administration in recognition of our work in developing
Sri Lanka's dairy industry.

This was followed by more wins at the Presidential Export Awards, where Nestlé
was awarded ‘Best Exporter of the Coconut & Coconut Based Product Sector’ and
‘Best Exporter of the Food & Other Beverages Product Sector’ for its contribution
to Sri Lanka's exports.

Maggi was also voted ‘Food Brand of the Year’ and "Youth Food Brand of the
Year’ by consumers at the SLIM - Nielsen People’s Awards. This marks the third
consecutive year the brand has won both titles.

In December, the Company was ranked among the top 20 best performing
companies in Sri Lanka by Business Today and LMD (Lanka Monthly Digest).

Directors’ Interest

a) In contracts

Details of Directors’ interest in contracts of the Company are disclosed below. The
Directors do not have direct or indirect interests 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.



Annual Report

Suresh Narayanan - Transactions with affiliates or related parties.

Board of Directors
Affairs of the Company

Disclosed in notes 16, 22 and 23 of pages 84, 92 and 94 to the financial statements.

Shivani Hegde - Transactions with affiliates or related parties.

Disclosed in notes 16, 22 and 23 of pages 84, 92 and 94 to the financial statements.

Shobinder Duggal - Transactions with affiliates or related parties.

Disclosed in notes 16, 22 and 23 of pages 84, 92 and 94 to the financial statements.

Jagdish Kumar Singla - Transactions with affiliates or related parties.

Disclosed in notes 16, 22 and 23 of pages 84, 92 and 94 to the financial statements.

Mahen Dayananda - No transaction with affiliates

Directorships in other companies:

Transaction Balance (due
Company Position (gz:?nc; [tir::a/gta)r 31tcl’3)e/cferomrgearszf(j)t1 5
(Rs."000s) (Rs."000s)
Total Tea Concepts (Private) Ltd Chairman No Nil
Indo Asia Teas (Pvt) Ltd Chairman No Nil
Sri Lanka Business Development Centre Chairman No Nil
Pegasus Hotels of Ceylon PLC Director No Nil
Bukit Darah PLC Director No Nil




Ranjan Seevaratnam -

No transaction with affiliates

Directorships in other companies:

b) In shares of the Company

Transaction Balance (due
s - Lot
(Rs.”000s) (Rs."000s)
Acme Printing & Packaging PLC Non-Executive Director No Nil
Diesel & Motor Engineering PLC Non-Executive Director 17,800 562
Lanka Aluminium Industries PLC Non-Executive Director No Nil
Tea Small Holders Factories PLC Non-Executive Director No Nil
Tokyo Cement PLC Non-Executive Director No Nil
Colombo Fort Land and Building Co. PLC Non-Executive Director No Nil
Omega Line (Pvt) LTd Non-Executive Director No Nil
Hayleys Agriculture Holdings (Pvt) Ltd Non-Executive Director No Nil
Hayleys Consumer (Pvt) Ltd Non-Executive Director No Nil
Hayleys Advantis (Pvt) Ltd Non-Executive Director No Nil
Metecno Lanka (Pvt) Ltd Non-Executive Director 921 750
The Distilleries Co. of Sri Lanka Non-Executive Director No Nil
Darley Butler (Pvt) Ltd. Non-Executive Director No Nil
Shares Held
Director ! .J2a611uary 31 Decomber Management
5 2015
Executive Shivani Hegde Nil Nil Yes
Executive Jagdish Kumar Singla Nil Nil Yes
_ Suresh Narayanan Nil Nil No
Non-Executive Shobinder Duggal Nil Nil No
Independent Mahen Dayananda 1,000 1,000 No
Non-Executive Ranjan Seevaratnam Nil Nil No




Corporate Governance

The corporate governance practices of the Company are set out in detail on
page 36.

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 page 80.

Donations

Total donations made by the Company amounted to a sum of Rs. 0.3 million.

Auditors

KPMG, Chartered Accountants, have been the Company's auditors in the past and
being eligible, offer themselves for re-appointment for the next year. The auditor’s
fees are disclosed in note 7 to the financial statements on page 77.

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 77.

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

Accounting Policies

The Company prepared its annual financial statements according to the Sri Lanka
Accounting Standards (SLFRS / LKAS). All relevant applicable standards have been
followed in presenting the financial statements for the financial year ended 31
December 2015.
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Annual Report of the Board of Directors on the

Affairs of the Company

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 confirm 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.

For and on behalf of the Board.

NESTLE LANKA PLC

o

/

Jagdish Kumar Singla
Director, Finance & Control

Shivani Hegde
Managing Director

%=

Keerthi Pathiraja
Company Secretary

23 February 2016




Most Loved

A uniquely Sri Lankan product that
has been a household name in the
country since 1964, Nestomalt today
is Sri Lanka’s best loved, iconic malted
food drink brand.

Nestomalt was first developed by Nestlé in Australia and later
introduced to our island. Sri Lankans fell in love with the product -
consuming it mainly as an energising and nutritious enhancer with

the nation’s staple drink, tea.

Bringing "Power, Strength and Energy’ from the golden goodness
of malt, the essential nutrients of milk and energy releasing B
vitamins, Nestomalt offers our Sri Lankan consumers the perfect
blend of nutritious energy in one cup.

Nestomalt is only manufactured in Sri Lanka today and remains
Nestlé Lanka's biggest brand.







Most Loved

Milo was developed in the 1930s during
the depression in Australia as a direct
response to the fact that children were
not receiving enough nutrients from
their daily diet.

Thomas Mayne, a Nestlé Engineer, created the nutritious and
delicious beverage using local milk knowledge and Swiss cocoa
expertise. He named the drink Milo after the Greek mythical
character Milo, who was known for his strength.

Milo is the world’s leading chocolate malt beverage today, and a
much loved and trusted brand that is deeply rooted in Sri Lanka.
Renowned for its unique and delicious chocolate malt taste, Milo is
enjoyed by generations of Sri Lankan children.

Made from local fresh milk and fortified with vitamins and
minerals, Milo stands for wholesome and balanced nutrition.
Inspiring consumers to achieve their very best by supporting their
drive to succeed, the brand embodies the positive dimension of
sports, energy and wellbeing. It has supported the development of
school level sports in Sri Lanka for over two decades
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- Most Loved

Maggi joined Nestlé's portfolio of
products in 1947, when we merged
with Swiss company Alimentana,
which produced Maggi soups, bouillons
and seasonings. Alimentana’s history
dates back to 1884, when Julius Maggi
developed a protein-rich dried soup to
tackle malnutrition.

Maggi was launched in Sri Lanka in 1964 and is manufactured

at our state-of-the-art factory in Kurunegala. Maggi noodles has
been a trusted household favourite in the country for generations,
winning the hearts of adults and children alike.

Its popular Classic noodles range - Maggi Chicken, Maggi Curry
and Maggi Tikiri — is fortified with essential nutrients calcium

and vitamin A. The much loved noodles are also enhanced with
added vegetables and popular home ingredients typically found in
Sri Lankan kitchens, such as turmeric, nutmeg, coriander, cumin
and cardamom.

In 1986, Nestlé Lanka decided to put its excess milk powder
production capacity to good use and manufacture coconut milk in
powder form, offering Sri Lankan housewives tasty convenience.

The product, which we marketed under the Maggi brand, used
exclusively Sri Lankan coconuts to ensure a fresh and delicious
taste.

Maggi Coconut Milk Powder is manufactured by Nestlé exclusively
at our factory in Kurunegala today, supplying markets all over the
world through Nestlé’s extensive global distribution channels. As
one of the largest exporters of coconut milk powder in the world,

we have a far reaching impact on Sri Lanka's rural economy.

Maggi Rasa Musu is an all-purpose seasoning, which has captured

the taste of real ingredients like onion and garlic, and select

Sri Lankan spices such as nutmeg, cumin seeds, fenugreek,

chilli and turmeric. It can be used in a wide variety of traditional

Sri Lankan dishes to enhance taste. This easy to use, affordable

m product is also fortified with iron, ensuring your dish is not just

tastier but healthier too.







- Most Loved

In terms of value of products sold,
Nestlé is the world’s largest milk
company. Many people aren’t aware
that our beginnings were based on
milk products and that one of our first
products was Milkmalid.

Nestlé merged with the Anglo-Swiss Condensed Milk Company in
1905 to become the global company it is today. The Anglo-Swiss
Condensed Milk Company started operations in 1866 when it
opened the first European condensed milk factory in Switzerland,
and started selling condensed milk under the Milkmaid brand.
Condensed milk was considered a safe, long-life alternative to
fresh milk at the time.

Nestlé's first product in Sri Lanka in 1906 was also Milkmaid. Since
then, for over 100 years, Milkmaid has been a household favourite
in Sri Lanka and is synonymous with mouthwatering desserts
today.

In 1916, Nestlé acquired Norwegian dairy company Egron, which
had patented a spray-drying process for producing milk powder.
We soon added this new product to our portfolio.

We began manufacturing milk powder in Sri Lanka under the
Nespray brand in the 1980s. Delicious and serving Sri Lankan
families for generations, Nespray Everyday is fortified with iron,
vitamin A and vitamin D to complement the goodness of milk and
help address key micronutrient deficiencies.

Nespray Nutri-Up Ready-To-Drink (RTD) is the latest addition to
the Nespray portfolio, fortified with vitamins A and D. All three
products — Milkmaid, Nespray Everyday and Nespray Nutri-Up —
are manufactured at our state-of-the-art manufacturing facility in

Kurunegala, offering the goodness of local fresh milk collected

m from close to 20,000 dairy farmers every day.







Most Loved

The rich taste of Sri Lanka's favourite
coffee reflects its rich history. Nescafé
Is the brainchild of Max Morgenthaler,
who began work on it in 1929, when the
Brazilian government asked Nestlé to
find an outlet for its huge coffee surplus.
In 1938 Nescafé was launched as a
‘powdered extract of pure coffee’ that
retains coffee’s natural flavour, but can
be prepared by simply adding hot water.

Today Nescafé is the world’s number one most trusted and
enjoyed coffee. Over the years, Nescafé has evolved further to
capture even more of the natural aroma and flavour from every

coffee bean. Today, consumers around the world enjoy the quality,
flavour, aroma, convenience and natural goodness of Nescafé
coffee in many different choices.

In 2010, Nestlé launched the Nescafé Plan to develop the
company'’s sustainable supply chains in cocoa and coffee, improve
social conditions in farming communities, and ensure their
profitability.
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Financial

Company Highlights

In Thousands of Rupees 2015 2014
Revenue 35,854,802 32,902,885
Profit before Taxation (PBT) 5,425,507 4,765,797
Profit after Taxation 4,124,324 3,786,893
Capital Expenditure 875,766 1,198,065
Shareholders Funds 4,521,636 4,087,928
PBT as a % of Revenue 15% 14%
Return on Capital Employed 94% 91%
Key Ratios
Current Ratio 1.02 0.97
Net Assets Per Share 84.16 76.09
Earnings Per Share 76.77 70.49
Dividend Per Share 64.50 68.50
Dividend Cover 1.19 1.03
Dividend Payout Ratio 84% 97%
Market Value Per Share - Highest 2,390.00 2,444.00
- Lowest 1,960.40 1,890.00
- Average 2,149.77 2,061.74
- Last Traded 2,049.50 2,105.00
Number of Personnel 822 784
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INDEPENDENT AUDITORS’ REPORT
TO THE SHAREHOLDERS OF NESTLE LANKA PLC

Report on the Financial Statements

We have audited the accompanying financial statements of Nestle Lanka PLC (“the Company”), which comprise the
statement of financial position as at 31st December 2015, and the statements of profit or loss and other comprehensive
income, changes in equity and cash flow for the year then ended, and a summary of significant accounting policies and
other explanatory information set out on pages 63 to 103 of the annual report.

Board’s Responsibility for the Financial Statements

The Board of Directors (“Board™) is responsible for the preparation of these financial statements that give a true and
fair view in accordance with Sri Lanka Accounting Standards, and for such internal control as Board determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with Sri Lanka Auditing Standards. Those standards require that we comply with ethical requirements and
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation of the financial statements that give a true and fair
view 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 entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by Board, as well as evaluating the
overall presentation of the financial statements.

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

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of the Company as at 31st
December 2015, and of its financial performance and cash flows for the year then ended in accordance with Sri Lanka
Accounting Standards.

Report on Other Legal and Regulatory Requirements
As required by section 163 (2) of the Companies Act No. 07 of 2007, we state the following:
a) The basis of opinion and scope and limitations of the audit are as stated above.
b) In our opinion:
- 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,
- the financial statements of the Company, comply with the requirements of section 151 of the Companies Act.

Chartered Accountants

Colombo
rd
23" February 2016 M.R. Mihular FCA P.Y.S. Perera FCA C.P. Jayatilake FCA
T.J.S. Rajakarier FCA W.W.J.C.Perera FCA  Ms. S. Joseph FCA
KPMG, a Sri Lankan Partnership and a member firm Ms. S.M.B. Jayasekara ACA W.K.D.C. Abeyrathne ACA  S.T.D.L. Perera FCA
of the KPMG network of independent member firms GAU. Karunaratne ACA  R.M.D.B. Rajapakse ACA Ms. B.K.D.T.N Rodrigo ACA
affiliated with KPMG International cooperative RH. Rajan ACA

("KPMG International), a Swiss entity. Principals - SR |. Perera FCMA(UK), LLB, Attomey-at-Law, H.S. Goonewardene ACA




t Profit or Loss and
Other Comprehensive Income

For the Year Ended 31 December Note 2015 2014

Rs.’000s Rs.’000s
Revenue 5 35,854,802 32,902,885
Cost of Sales (21,380,568) (20,767,394)
Gross Profit 14,474,234 12,135,491
Other Operating Income / (Expenses) 6 (13,454) 92,415
Marketing, Selling and Distribution Expenses (6,918,332) (5,502,378)
Administrative Expenses (2,124,675) (1,966,435)
Result from Operating Activities 7 5,417,773 4,759,093
Finance Income 38,328 33,426
Finance Expenses (30,594) (26,722)
Net Finance Income / (Expenses) 8 7,734 6,704
Profit Before Taxation 5,425,507 4,765,797
Income Tax Expense 9 (1,301,183) (978,904)
Profit for the Year 4,124,324 3,786,893

Other Comprehensive Income / (Expenses)

Actuarial Loss for the Year - Net of Tax (16,762) (46,390)
Total Comprehensive Income 4,107,562 3,740,503
Basic Earnings Per Share (Rs.) 10 76.77 70.49

“Notes to the Financial Statements,” set out on pages 69 to 103, form an integral part of the financial statements. Figures in brackets indicate deductions. m



Financial Position

As at 31 December Note 2015 2014
Rs.’000s Rs.’000s

ASSETS

Non-Currrent Assets

Property, Plant and Equipment 12 5,477,442 5,208,556

Capital Work-In-Progress 13 143,597 206,381
5,621,039 5,414,937

Current Assets

Inventories 14 3,322,433 2,991,408

Trade and Other Receivables 15 2,107,037 1,816,426

Amounts Due from Related Parties 16 203,975 304,641

Cash and Cash Equivalents 17 867,563 282,517
6,501,008 5,394,992

Total Assets 12,122,047 10,809,929

EQUITY AND LIABILITIES

Equity

Stated Capital 18 537,255 537,255

Retained Earnings 3,984,381 3,550,673
4,521,636 4,087,928

Non-Current Liabilities

Retirement Benefit Obligations 19 522,240 514,740

Deferred Tax Liabilities 20 699,452 640,972
1,221,692 1,155,712

Current Liabilities

Trade and Other Payables 21 4,137,446 3,803,636

Amounts Due to Related Parties 22 713,686 748,650

Income Tax Payable 942,057 705,691

Dividends Payable 137,220 102,956




As at 31 December Note 2015 2014
Rs.’000s Rs.’000s

Bank Overdrafts 17 448,310 205,356
6,378,719 5,566,289

Total Liabilities 7,600,411 6,722,001
Total Equity and Liabilities 12,122,047 10,809,929

“Notes to the Financial Statements,” set out on pages 69 to 103, 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. 07 of 2007.

Jagdish Kumar Singla
Vice President - Finance & Control

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

NESTLE LANKA PLC
Colombo

g\z\)\\lau; P‘@eﬁq .% /fmm“d‘vw«-
—

Shivani Hegde Ranjan Seevaratnam
Managing Director Director

23 February 2016.




Statement of Changes in Equity

Stated Capital Retained Earnings Total
Rs.’000s Rs.’000s Rs.’000s

Balance as at 1 January 2014 537,255 3,678,403 4,215,658
Total Comprehensive Income for the Year
Profit for the Year - 3,786,893 3,786,893
Other Comprehensive Expenses - (46,390) (46,390)
Transactions with Owners of the Company
Recognised Directly in Equity
Interim Dividend for 2013 - (1,719,215) (1,719,215)
Final Dividend for 2013 - (1,504,313) (1,504,313)
First Interim Dividend for 2014 - (644,705) (644,705)
Balance as at 31 December 2014 537,255 3,550,673 4,087,928
Balance as at 1 January 2015 537,255 3,550,673 4,087,928
Super Gain Tax (Note 9.3) - (638,365) (638,365)
Adjusted Balance as at 1 January 2015 537,255 2,912,308 3,449,563
Total Comprehensive Income for the Year
Profit for the Year - 4,124,324 4,124,324
Other Comprehensive Expenses - (16,762) (16,762)
Transactions with Owners of the Company
Recognised Directly in Equity
Second Interim Dividend for 2014 - (1,531,176) (1,531,176)
Final Dividend for 2014 - (1,504,313) (1,504,313)
Balance as at 31 December 2015 537,255 3,984,381 4,521,636

m “Notes to the Financial Statements,” set out on pages 69 to 103, form an integral part of the financial statements. Figures in brackets indicate deductions.



Cash Flows

As at 31 December 2015 2014
Rs.’000s Rs.’000s
Cash Flows from Operating Activities
Profit before Taxation 5,425,507 4,765,797
Adjustments for;
Depreciation 602,523 548,357
Impairment of Property, Plant and Equipment - 10,882
Gain on Sale of Property, Plant and Equipment (31,100) (47,342)
Amortisation of Staff Loan Interest 17,929 16,941
Interest Expense 30,594 25,464
Interest Income (28,870) (33,121)
Inventory Written Off 120,309 130,816
Provision for Impairment of Trade Receivable 7,696 10,785
Provision for Retirement Benefit Obligations 98,890 162,090
Net Fair Value Loss on Derivatives - 894
Operating Profit Before Working Capital Changes 6,243,478 5,591,563

Working Capital Changes

Increase in Inventories (462,235) (485,800)
(Increase) / Decrease in Trade and Other Receivables (197,472) 196,415
Increase in Trade and Other Payables 309,746 743,712
Cash Generated from Operations 5,893,617 6,045,890
Interest Paid (30,594) (25,464)
Income Tax paid (999,988) (692,469)
Super Gain Tax Paid (638,365) -
Retirement Benefit Obligation Paid (114,670) (181,210)

Net Cash Flows Generated from Operating Activities 4,109,900 5,146,747




Cash Flows

As at 31 December 2015 2014
Rs.’000s Rs.’000s

Cash Flows from Investing Activities

Purchase of Property, Plant and Equipment (812,982) (1,166,118)

Proceeds from Sale of Property, Plant and Equipment 35,457 49,424

Interest Received 10,941 16,182

Net Cash Flows Used in Investing Activities (766,584) (1,100,512)

Cash Flows from Financing Activities

Dividends Paid (3,001,224) (3,852,993)
Net Cash Flows Used in Financing Activities (3,001,224) (3,852,993)
Net Increase in Cash and Cash Equivalents 342,092 193,242
Cash and Cash Equivalents at the Beginning of the Year 77,161 (116,081)
Cash and Cash Equivalents at the End of the Year (Note 17) 419,253 77,161

Analysis of Cash and Cash Equivalents at the End of the Year

Cash in Hand and Balances with Bank 867,563 282,517
Bank Overdrafts (448,310) (205,356)
419,253 77,161

“Notes to the Financial Statements,” set out on pages 69 to 103, form an integral part of the financial statements. Figures in brackets indicate deductions.
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1 Reporting Entity

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

The ultimate parent and holding company is Nestlé S.A.
1.1 Principal Activities and Nature of Operations
Principal activities of the Company include manufacturing, marketing, selling and

distribution of food and beverages products. The Company is also involved in the
export of locally manufactured food and beverage products.

2

2.1 Statement of Compliance

Basis of Preparation

Nestlé Lanka PLC has prepared the financial statements in accordance with the
Sri Lanka Accounting Standards (LKAS and SLFRS) issued by the Institute of
Chartered Accountants of Sri Lanka, the requirements of the Companies Act No.
07 of 2007 and the Sri Lanka Accounting and Auditing Standards Act No. 19 of
1995.

The financial statements were authorised for issue by the Directors on 23 February
2016.

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

financial statements except for;

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

2 Liabilities for the cash settled share-based payment arrangements, measured
at fair value.

2 Derivative financial instruments, measured at fair value.

Notes to the Financial Statements

2.3 Functional and Presentation Currency

The financial statements are presented in Sri Lankan Rupees, which is the
Company'’s functional currency. All financial information presented in Sri Lankan
Rupees has been rounded to the nearest thousand.

2.4 Use of Estimates and Judgments

The preparation of financial statements, in conformity with the Sri Lanka Accounting
Standards, requires management to make judgments, estimates and assumptions
that affect income and expenses, reported amounts of assets and liabilities, and
the application of policies. The estimates and associated assumptions are based on
historical experience and various other factors that are believed to be reasonable
under the circumstances; the results of which form the basis of making judgments
about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.

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

2.5 Going Concern

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

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

3

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

Significant Accounting Policies

The Company adopted the following alternative accounting treatment,
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Statement of Alternative Treatment (SoAT) on Accounting for Super Gain
Tax

As per the Provisions of Part Il of the Finance Act No. 10 of 2015 which was
certified on 30 October 2015, the Company is liable for Super Gain Tax of Rs. 638
million.

According to the Act, the Super Gain Tax shall be deemed to be an expenditure in
the Financial Statements relating to the year of assessment which commenced
on 1 April 2013. The Act supersedes the requirements of the Sri Lanka Accounting
Standards, hence the expense of Super Gain Tax is accounted in accordance with
the requirements of the said Act as recommended by the Statement of Alternative
Treatment (SoAT) on Accounting for Super Gain Tax issued by The Institute of
Chartered Accountants of Sri Lanka, dated 24 November 2015.

This SoAT supersedes paragraph 46 of LKAS 12-'Income Tax'. Further, this SOAT
must be applied by all companies who are liable to pay Super Gain Tax as required
under Part IIl of the Finance Act without any option.

As per the SoAT, Super Gain Tax expense is deemed to be an expenditure for the
year ended 31 December 2013, it should be recorded as an adjustment to the
opening retained earnings reported in the Statement of Changes in Equity as at 1
January 2015.

3.1 Foreign Currency Transactions

Transactions in foreign currencies are translated at the foreign exchange rate ruling
at the date of the transaction.

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

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

3.2 Financial Instruments

a) Non-derivative Financial Assets

The Company initially recognises loans, receivables and deposits on the date that
they are originated. All other financial assets are recognised initially on the trade
date, which is the date that the Company becomes a party to the contractual
provisions of the instrument.

The Company derecognises a financial asset when the contractual rights to the
cash flows from the asset expire, or when it transfers the rights to receive the
contractual cash flows on the financial asset in a transaction in which substantially
all the risks and rewards of ownership of the financial asset are transferred.

Financial assets and liabilities are netted-off and the net amount is presented in
the Statement of Financial Position when, and only when, the Company has a legal
right to offset the amounts and intends either to settle on a net basis or to realise
the asset and settle the liability simultaneously.

b) Loans and Receivables

Loans and receivables are non-derivative financial assets with fixed or determinable
payments that are not quoted in an active market. Such assets are recognised
initially at fair value plus any directly attributable transaction cost. Subsequent to
initial recognition, loans and receivables are recognised at amortised cost using
the effective interest method less any impairment losses.

Loans and receivables comprise trade and other receivables, including staff loans
receivable and cash and cash equivalents.

¢) Cash and Cash Equivalents

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

d) Non-Derivative Financial Liabilities

Financial liabilities are recognised initially on the date at which the Company
becomes a party to the contractual provisions of the instrument. The Company
derecognises a financial liability when its contractual obligations are discharged,
cancelled or expired.

The Company classifies non-derivative financial liabilities into the other financial
liabilities category. Such financial liabilities are recognised initially at fair value less
any directly attributable transaction costs. Subsequent to initial recognition, these
financial liabilities are measured at amortised cost using the effective interest rate
method.

The Company’s financial liabilities include trade and other payables, and bank
overdrafts.

e) Derivative Financial Instruments and Hedge Accounting
The Company holds derivative financial instruments to hedge its foreign currency
risk exposure. Derivatives are recognised at fair value while attributable transaction



costs are recognised in Statement of Profit or Loss and Other Comprehensive
Income as incurred. Subsequent to initial recognition, derivatives are measured at
fair value and changes therein are recognised in the Statement of Profit or Loss
and Other Comprehensive Income.

f) Stated Capital
Ordinary shares of the Company are classified as equity.

3.3 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 is directly attributable to the acquisition of the
asset. The cost of self-constructed assets includes the cost of materials, direct
labour, any other costs directly attributable to bringing the assets to a working
condition for their intended use, and 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.

Gains and losses on disposal of an item of Property, Plant and Equipment are
determined by comparing the proceeds from disposal with the carrying amount of
Property, Plant and Equipment, and are recognised net within “Other Operating
Income” in the Statement of Profit or Loss and Other Comprehensive Income.

b) De-Recognition

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 or
disposal. The gains or losses arising from de-recognition of an item of Property,
Plant and Equipment is included in the Statement of Profit or Loss and Other
Comprehensive Income when the item is derecognised.

c) Subsequent Expenditure

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

Notes to the Financial Statements

d) Depreciation

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

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

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

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

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

e) Capital Work-In-Progress

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

f) Leased Assets
Buildings constructed by the Company on leasehold land are capitalised and
included under the category “Leasehold Building”.

3.4 Intangible Assets

Intangible Assets that are acquired by the Company, which have finite useful lives,
are measured at cost less accumulated amortisation and accumulated impairment
losses.

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

b) Subsequent Expenditure

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

c) Amortisation

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

d) Retirement and Disposal
An intangible asset is derecognised on disposal or when no future economic
benefits are expected from its use and subsequent disposal.

3.5 Impairment

a) Financial Asset

A financial asset not classified at fair value through profit or loss is assessed at
each reporting date to determine whether there is objective evidence that it is
impaired. A financial asset is impaired if there is objective evidence of impairment
as a result of one or more events that occurred after the initial recognition of the
asset, and if the loss event that had an impact on the estimated future cash flows
of that asset can be estimated reliably.

Objective evidence that financial assets are impaired includes default or
delinquency by a debtor, indications that a debtor or issuer will enter bankruptcy,
adverse changes in the payment status of borrowers and economic conditions
that correlate with defaults.

Financial assets measured at amortised cost

The Company considers evidence of impairment for financial assets, measured
at amortised cost, at both specific asset and collective level. All individually
significant assets are assessed for specific impairment. Those found not to be
specifically impaired are then collectively assessed for any impairment that has
been incurred but not yet identified. Assets that are not individually significant are
collectively assessed for impairment by grouping together assets with similar risk
characteristics.

b) Non-Financial Asset
The carrying amounts of the Company’s assets are reviewed at each date of

the Statement of Financial Position to determine whether there is any indication
of impairment. If any such indication exists, the asset’'s recoverable amount is
estimated.

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

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

(i) Calculation of recoverable amount

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

(ii) Reversal of impairment
Impairment losses recognised in prior periods are assessed at each reporting date
for any indications 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.

An impairment loss is reversed only to the extent that the asset’s carrying amount
does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

3.6 Inventories

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

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



3.7 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 any plan asset is deducted. The Company determines the Net Interest
Expense / (Income) on the Net Defined Benefit Liability / (Asset) for the period by
applying the discount rate used to measure the defined benefit obligation at the
beginning of the annual period to the Net Defined Benefit Liability / (Asset), taking
into account any change in the net defined benefit liability during the period as a
result of contributions and benefit payments.

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

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

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

The liability to Retirement Benefit Obligation under the payment of Gratuity Act No.
12 of 1983 is a defined benefit plan covering 816 employees of the Company. The
pre-1996 liability is unfunded and provided for by way of an accounting provision in
the financial statements of the Company, in accordance with Sri Lanka Accounting
Standard No.19 — Employee Benefits (LKAS 19). The liability subsequent to this
date is funded by way of an insurance policy.

An annual valuation of the fund at AIA Insurance PLC (formally AVIVA NDB
Insurance PLC) is carried out by a certified actuary using the “Projected Unit Credit
Method"”.

Notes to the Financial Statements

The movement of the obligation during the year and assumptions used for actuarial
valuation are disclosed in Note 19 to the financial statements.

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

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

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

In addition to the statutory contributions mentioned above, the Company
commenced contributions of 2% (for employees over 5 years) & 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 Restricted Stock Unit plan of Nestlé S.A,
the parent company, where selected employees are granted rights to obtain the
stock units of Nestlé S.A. This represents a cash settled share-based payments
arrangement in accordance with SLFRS 2 Share Based payment. Accordingly,
the grant-date fair value of stock units granted to employees is recognised as an
employee expense, with a corresponding increase in liability over the period that
the employees become unconditionally entitled to the awards. Until the liability to
the parent company is settled, the liability is re-measured at each reporting date
and at the settlement date, with any changes in the Statement of Profit or Loss
and Other Comprehensive Income.

3.8 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.



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

3.9 Revenue

a) Sale of Goods

Revenue from the sale of goods is measured at fair value of the consideration
received or receivable, net of returns, trade discounts and volume rebates.
Revenue is recognised when the significant risks and rewards of ownership
have been transferred to the buyer, recovery of the consideration is probable, the
associated cost and possible return of goods can be estimated reliably and there
is no continuing management involvement with goods, and the amount of the
revenue can be measured reliably.

Transfer of risks and rewards vary depending on the individual terms of the
contract of sale.

3.10 Other Operating Income

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

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

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

3.11 Expenses
Expense Recognition

a) Revenue Expenditure

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

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

b) Capital Expenditure
Expenditure incurred for the purpose of extending or improving assets of

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

Gains or losses of revenue nature, on the disposal of Property, Plant and
Equipment, have been accounted for in the Statement of Profit or Loss and Other
Comprehensive Income.

c) Operating Lease Payments

Payments made under operating leases are recognised in the Statement of Profit
or Loss and Other Comprehensive Income on a straight-line basis over the term
of the lease.

3.12 Finance Income and Finance Costs

Net financing costs comprise interest payable on borrowings, interest receivable
on funds invested and foreign exchange gains and losses that are recognised in
the Statement of Profit or Loss and Other Comprehensive Income.

Interest income is recognised in the Statement of Profit or Loss and Other
Comprehensive Income on accrual basis unless collectability is in doubt.

All interest and other costs incurred in connection with borrowings are expensed
as incurred as part of net financing costs.

3.13 Income Tax Expense

Income tax expense for the year comprises current and deferred tax. Income tax
is recognised in the Statement of Profit or Loss and Other Comprehensive Income
except to the extent that it relates to items recognised directly in equity, in which
case it is recognised in equity.

a) Current Tax

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantively enacted at the reporting date as per the provisions
of the Inland Revenue Act No. 10 of 2006 and any adjustment to tax payable in
respect of previous years.

b) Deferred Tax

Deferred tax is provided using the liability method as per Sri Lanka Accounting
Standard 12 - Income Taxes (LKAS 12), providing for temporary differences
between the carrying amounts of assets and liabilities for financial reporting
purpose and the amounts used for taxation purposes. The amount of deferred
tax provided is based on the expected manner of realisation or settlement of the



carrying amount of assets and liabilities, using tax rates enacted or substantively
enacted at the reporting date.

3.14 Statement of Cash Flows

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

3.15 Related Party Transactions

Disclosure has been made in respect of the transactions in which one party has the
ability to control or exercise significant influence over the financial and operating
policies / decisions of the other, irrespective of whether a price is being charged
or not.

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

3.16 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.

3.17 Segment Reporting

A segment is a distinguishable component of the Company that is engaged either
in providing related products or services (business segment), or in providing
products or services within a particular economic environment (geographical
segment), which is subject to risks and returns that are different from those of
other segments.

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

3.18 Borrowing Costs

Borrowing costs are recognised as an expense in the period in which they are
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incurred, except to the extent that they are directly attributable to the acquisition,
construction or production of a qualifying asset of Property, Plant and Equipment,
in which case they are capitalised as part of the cost of the asset.

3.19 Comparative Information

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

3.20 Commitments and Contingencies

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

3.21 Events Occurring After the Reporting Period

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

4

The Institute of Chartered Accountants of Sri Lanka has issued the following new
Sri Lanka Accounting Standard which will become applicable for financial periods
beginning on or after 1 January 2016 or at a later date.

New Accounting Standard Issued But Not Effective as at the
Reporting Date

Accordingly, this Standard has not been applied in preparing these financial
statements.

Sri Lanka Accounting Standard — SLFRS 9 “Financial Instruments”

The objective of this SLFRS is to establish principles for the financial reporting
of financial assets and financial liabilities, that will present relevant and useful
information to users of financial statements for their assessment of the amounts,
timing and uncertainty of an entity's future cash flows.

An entity shall apply this SLFRS to all items within the scope of LKAS 39 Financial
Instruments: Recognition and Measurement.

The application of this standard has been currently deferred by the Institute of
Chartered Accountants of Sri Lanka, consequent to the International Accounting



?

Standard Board's (IASB) decision to defer the mandatory effective date of IFRS 9.
SLFRS 9 is effective for annual reporting periods beginning on or after 1 January
2018, with early adoption permitted.

Sri Lanka Accounting Standard - SLFRS 15 Revenue from Contracts with
Customers

SLFRS 15 establishes a comprehensive framework for determining whether, how
much and when revenue is recognised. It replaces existing revenue recognition
guidance, including LKAS 18 Revenue, LKAS 11 Construction Contracts. SLFRS 15
is effective for annual reporting periods beginning on or after 1 January 2018, with
early adoption permitted.

5 Revenue

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s

Local Revenue 31,734,274 28,936,811
Target Incentives (248,116) (208,319)
Commission to Agents (150,243) (109,085)
Local Revenue Net of Trade Discounts 31,335,915 28,619,407
Exports 4,518,887 4,283,478
35,854,802 32,902,885

6 Other Operating Income / (Expenses)

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s

Impairment loss of Property Plant and Equipment - (10,882)
Gain / (Loss) on Sale of Property, Plant and Equipment 31,100 47,342
Net Foreign Exchange Gain / (Loss) (86,568) 6,942
Income from Scrap Sales 42,014 49,013
(13,454) 92,415




7 Results from Operating Activities

7.0 Results from Operating Activities are Stated after Charging / (Crediting) All Expenses Including the Following:

Financial Statements

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s
Depreciation 602,523 548,357
Impairment Loss of Property, Plant and Equipment - 10,882
Inventory Write Off 120,309 130,816
Technical Assistance Fee 1,513,875 1,317,825
Lease Payment 809 540
Auditors Remuneration - Audit 3,350 3,100
- Audit related 100 500
- Non Audit 2,683 583
Provision for Impairment of Trade Receivables 7,696 10,785
Legal Fees 10,966 10,699
Directors’ Fees 835 835
Employees Benefit Expenses (Note 7.1) 2,089,608 1,980,187
7.1 Employees Benefit Expenses
For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s
Personnel Costs

Executive Directors’ Emoluments 41,533 39,310
Salaries and Wages 1,383,162 1,282,239
Provision for Retirement Benefit Obligations (Note 19.3) 98,890 162,090

Contributions to EPF, MSPS and ETF
Employees’ Provident Fund and Mercantile Services Provident Society 110,390 101,347
Employees’ Trust Fund 29,522 26,325
Other Benefits 426,111 368,876
2,089,608 1,980,187
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8 Net Finance Income / (Expenses)

9 Income Tax Expense

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s
Finance Income

Interest on Call Deposits 10,941 16,180
Gain on Foreign Currency / Liquid Assets 9,458 305
Interest on Staff Loans 17,929 16,941
38,328 33,426

Finance Expenses
Interest on Short Term Borrowings and Overdrafts (30,580) (25,464)
Loss on Foreign Currency / Liquid Assets (14) (364)
Net Fair Value loss on Derivatives - (894)
(30,594) (26,722)
Net Finance Income 7,734 6,704
For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s
Tax on Current Year Profits (Note 9.2) 1,236,185 779,482
Deferred Tax Charge (Note 20) 64,998 199,422
1,301,183 978,904

9.1

(a) The corporate income tax rate applicable to Nestlé Lanka PLC is 28%, while
qualifying export profits are taxed at a concessionary rate of 12%, and profits
from the Ready-To-Drink milks business are taxed at the rate of 10%. Profits with
respect to off-shore business earned in foreign currency are exempt from income
tax.

(b) The full benefit of capital allowances arising in terms of section 25 of the Inland
Revenue Act No. 10 of 2006 has been taken into account in determining income

tax expense on profits for the year.



(c) Deferred tax has been computed using the income tax rate of 28%.
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(d) Investments made in fixed assets from 1 April 2011 to 31 March 2014 on the expansion of the existing business is eligible for Qualifying Payment Relief (QPR) at

the rate of 25% every year over a four year period.

9.2 Reconciliation Between Accounting Profit and Taxable Profit

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s

Accounting Profit Before Tax 5,425,507 4,765,797
Adjustments Relating to Disallowances 290,181 160,188
Adjustments Relating to Capital Allowances (222,579) (674,944)
Profit from Tax Exempted Operations (324,494) (292,768)
Qualifying Payment Relief for Investment (180,475) (689,610)
Taxable Profit 4,988,140 3,268,663
Income Tax at 10% 51,675 42,917
Income Tax at 12% 52,274 42,576
Income Tax at 28% 1,129,987 693,989
Income Tax Expense 1,233,936 779,482
Under Provision in respect of Previous Year 2,249 -
1,236,185 779,482

9.3 Super Gain Tax

As per the provisions of Part lll of the Finance Act, No. 10 of 2015, which were
certified on 30 October 2015, the Company is liable for Super Gain tax. According
to the Act, the Super Gain Tax shall be deemed to be an expenditure in the
financial statements relating to the year of assessment which commenced on
1 April 2013. The Act supersedes the requirements of the Sri Lanka Accounting

1 o Basic Earnings Per Share (EPS)

The calculation of basic 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.

Standards, hence the expense of Super Gain Tax is accounted in accordance with
the requirements of the said Act as recommended by the Statement of Alternative
Treatment (SoAT) on Accounting for Super Gain Tax issued by the Institute of
Chartered Accountants of Sri Lanka, dated 24 November 2015. The Company has
paid Rs. 638 million as Super Gain Tax during the year.

Net profit attributable to ordinary shareholders and weighted average number of
ordinary shares are given below:




2015 2014
Profit attributable to Ordinary Shareholders (Rs'000s) 4,124,324 3,786,893
Weighted Average Number of Shares 53,725,463 53,725,463
Basic Earnings Per Share (Rs.) 76.77 70.49

1 1 Dividend Per Share

a) The Directors have declared an interim dividend of Rs. 34.50 per share on 23  c¢) The dividend per share calculation is based on the total dividend attributable to
February 2016 and have also proposed a final dividend of Rs. 30.00 per share  ordinary shareholders of Rs. 3,465,292,364 (2014 — Rs. 3,680,194,216), divided by
for the year ended 31 December 2015, to be approved at the Annual General  the number of ordinary shares as at the reporting date.

Meeting to be held on 5 May 2016. In accordance with Sri Lanka Accounting

Standard Events After the Reporting Period (LKAS 10), the interim dividend and

final dividend has not been recognised as a liability as at 31 December 2015.

b) However, for the purpose of computing Dividend per Share, interim dividend of

Rs. 1,853,528,474 (Rs. 34.50 per share) declared on 23 February 2016, and final
dividend to be approved has been taken into consideration.

1 2 Property, Plant and Equipment

Tools
Furniture Information
Freehold Freehold Leasehold Plant and and office Motor System
Land Buildings Buildings Machinery  Equipments Vehicles Equipment Total
Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s
Cost
Balance as at 1 January 2014 17,925 101,259 1,316,357 5,011,726 1,198,074 348,599 254,283 8,248,223
Additions During the Year - 17,921 467,622 304,612 164,046 3,600 24,866 982,667
Transferred from Capital - - 84,942 130,456 - - - 215,398
Work-In-Progress
Disposals During the Year - - (1,874) (16,962) (26,298) (72,108) (36,103)  (153,345)
Balance as at 31 December 2014 17,925 119,180 1,867,047 5,429,832 1,335,822 280,091 243,046 9,292,943
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Tools
Furniture Information
Freehold Freehold Leasehold Plant and and office Motor System
Land Buildings Buildings Machinery  Equipments Vehicles Equipment Total

Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s

Depreciation

Balance as at 1 January 2014 - 26,393 258,665 2,151,766 775,470 274,918 189,198 3,676,410
Charge For the Year - 2,647 38,631 300,862 146,364 33,249 26,604 548,357
Impairment Loss - - 2,469 8,413 - - - 10,882
On Disposals - - (481) (16,869) (25,741) (72,108) (36,063) (151,262
Balance as at 31 December 2014 - 29,040 299,284 2,444,172 896,093 236,059 179,739 4,084,387
Cost -
Balance as at 1 January 2015 17,925 119,180 1,867,047 5,429,832 1,335,822 280,091 243,046 9,292,943
Additions During the Year - 6,823 130,139 353,824 148,393 1,362 29,443 669,984
Transferred from Capital Work-in- - - 10,009 100,091 80,464 9,433 5,785 205,782
Progress

Disposals During the Year - - (8,046) (27,966) (37,994) (55,102) (20,511)  (149,619)
Balance as at 31 December 2015 17,925 126,003 1,999,149 5,855,781 1,526,685 235,784 257,763 10,019,090
Depreciation -
Balance as at 1 January 2015 - 29,040 299,284 2,444,172 896,092 236,060 179,739 4,084,387
Charge For the Year - 3,076 55,762 323,055 166,667 26,432 27,531 602,523
On Disposals - - (8,030) (27,608) (37,343) (51,770) (20,611)  (145,263)
Balance as at 31 December 2015 - 32,116 347,016 2,739,619 1,025,416 210,722 186,759 4,541,648

* Written Down Value

as at 31 December 2014" 17,925 90,140 1,567,763 2,985,660 439,729 44,032 63,307 5,208,556

‘Written Down Value 17,925 93,887 1,652,133 3,116,162 501,269 25,062 71,004 5,477,442
as at 31 December 2015
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Property, Plant and Equipment include fully depreciated assets which are in use;  The carrying amounts of Freehold Land and Buildings (three buildings), had it been
the cost of which as at the reporting date amounted to Rs. 1,917,634,145 (2014-  revalued, amounted to:

Rs. 1,738,684,804). Freehold Land Rs. 669,200,000

The Property situated at No.440, T.B. Jayah Mawatha, Colombo 10 (Area- 45,230 Freehold Buildings Rs. 68,800,000

sq.ft.) was valued on 31 July 2009 by a chartered valuer. However, the effect on revaluation has not been considered in the financial
statements; the said properties are stated at cost.

1 3 Capital Work-In-Progress

2015 2014

Rs.’000s Rs.’000s

Balance as at 1 January 206,381 238,328

Capitalised During the Year (205,782) (215,398)

Additions During the Year 142,998 183,451

Balance as at 31 December 143,597 206,381
1 4 Inventories

As at 31 December 2015 2014

Rs.’000s Rs.’000s

Raw Materials 824,906 706,328

Packing Materials 258,113 172,961

Finished Goods 1,408,350 1,185,945

Energy, Technical Materials 200,604 181,329

Work-In-Progress 131,541 93,202

2,823,514 2,339,765

Goods-In-Transit 532,532 680,325

3,356,046 3,020,090

Less : Provision for Obsolete Inventories (Note 14.1) (33,613) (28,682)

3,322,433 2,991,408




14.1 Provision for Obsolete Inventories
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15.1 Trade Receivables

2015 2014
Rs.’000s Rs.’000s
Balance as at 1 January 28,682 36,774
Charge During the year 4,931 (8,092)
Balance as at 31 December 33,613 28,682
1 5 Trade and Other Receivables
As at 31 December 2015 2014
Rs.’000s Rs.’000s
Trade Receivables (Note 15.1) 1,603,110 1,344,807
Other Receivables (Note 15.2) 503,927 471,619
2,107,037 1,816,426
As at 31 December 2015 2014
Rs.’000s Rs.’000s
Trade Receivables 1,696,151 1,430,152
Less: Provision for Impaiment loss (Note 15.1.1) (93,041) (85,345)
1,603,110 1,344,807
15.1.1 Provision for Impairment Loss
2015 2014
Rs.’000s Rs.’000s
Balance as at 1 January 85,345 74,560
Provision made During the Year 7,696 10,785
Balance as at 31 December 93,041 85,345




15.2 Other Receivables

As at 31 December 2015 2014
Rs.’000s Rs.’000s
Prepayments 140,081 116,465
Refundable Deposits and Non Trade Receivables 45,196 48,676
Loans to Employees (Note 15.2.1) 318,650 306,478
503,927 471,619

15.2.1 Loans to Employees

2015 2014

Rs.’000s Rs.’000s

Balance as at 1 January 306,478 299,418
Granted During the Year 102,663 121,326
Repaid During the Year (90,491) (114,266)
Balance as at 31 December 318,650 306,478

Loans to employees are disbursed to officers of the Company excluding Directors. The quantum of each loan in excess of Rs. 20,000 has been granted to 367 officers
(2014 - 381 officers).

1 6 Amounts Due from Related Parties

As at 31 December 2015 2014

Rs.’000s Rs.’000s
Nestlé UK Limited 18,546 37,996
Nestlé (South Africa) (Pty) Limited - 197
Nestlé S.A - 2,238
Nestlé (Thai) Limited - 197
Nestlé Australia Limited 964 9,254
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As at 31 December 2015 2014
Rs.’000s Rs.’000s
Nestrade S.A 17,517 47,752
Nestlé Png Limited - 8,556
Nestlé Middle East FZE 83,767 74,584
Nestlé India Limited 12,132 19,973
Nestlé Jamaica Limited 14,679 32,032
Nestlé Trinidad and Tobago Limited 44,581 37,742
Nestlé Panama S.A 2,966 -
Nestlé Caribbean Inc 5,365 5,611
Nestlé EAR (Epz) Limited - 99
Nestlé Nigeria Plc - 3,572
Nestlé Egypt S.A.E - 197
Nestlé Tunisie Distribution SA - 99
Nestlé Korea Limited - 986
P.T Nestlé Indonesia - 493
Nestlé Japan Limited 3,458 20,559
Nestlé Manufacturing (Malaysia) Sdn Bhd - 1,558
Nestlé Philippines, Inc - 197
Nestlé Singapore (Pte) Limited - 849
203,975 304,641
1 7 Cash and Cash Equivalents
As at 31 December 2015 2014
Rs.’000s Rs.’000s
Favourable Balances
Balances with Banks 50,315 282,463
Money Market Placements 817,191 -




As at 31 December 2015 2014

Rs.’000s Rs.’000s
Cash in Hand 57 b4
Cash and Cash Equivalents 867,563 282,517

Unfavourable Balances

Distributor Finance with recourse to Nestlé Lanka PLC (98,187) (88,003)
Bank Overdrafts (350,123) (117,353)

(448,310) (205,356)
Cash and Cash Equivalents for the Statement of Cash Flows 419,253 77,161

1 8 Stated Capital

As at 31 December 2015 2014
Rs.’000s Rs.’000s
53,725,463 Ordinary Shares 537,255 537,255

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

1 9 Retirement Benefit Obligations

As at 31 December 2015 2014
Rs.’000s Rs.’000s

Pension Scheme

Present Value of Obligations 608,110 584,280

Fair Value of Plan Assets (106,560) (72,330)

Present Value of Obligations 501,550 511,950
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As at 31 December 2015 2014
Rs.’000s Rs.’000s
Gratuity Plan
Present Value of Obligations 510,070 475,520
Fair Value of Plan Assets (489,380) (472,730)
Present Value of Obligations / (Excess in Plan) 20,690 2,790
Total Present Value of the Defined Benefit Obligations (Note 19.1) 1,118,180 1,059,800
Fair Value of Plan assets (Note 19.2) (595,940) (545,060)
Total Retirement Benefit Obligations 522,240 514,740

Employees who joined prior to 2006 and who hold a minimum 10 years of service,
are entitled to pension upon retirement at the age of 55 years. Currently, 26
employees who retired are drawing a monthly pension.

The liability to Retirement Benefit Obligation under the payment of Gratuity
Act No. 12 of 1983, is a defined benefit plan covering 816 employees of the
Company. The pre-1996 liability is unfunded and provided for by way of an
accounting provision in the Financial Statements of the Company in accordance
with the Sri Lanka Accounting Standard No.19 — Employee Benefits (LKAS 19).
The liability subsequent to this date is funded by way of an insurance policy.

The plan is partially funded by a policy obtained from AIA Insurance Lanka PLC
(formally known as AVIVA NDB Insurance PLC) on 31 December 1996. The policy
covered only the Gratuity liability prior to June 2014 but was extended to cover the
Pension liability as well from July 2014. AIA Insurance Lanka PLC has confirmed

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

that the features of the policy satisfy the definition of a "qualifying insurance
policy”. The contributions to the fund by the Company are based on Actuarial
Valuations carried out by AIA Insurance Lanka PLC. The Company expects to
pay Rs. 92.73 million as contributions to its gratuity plan for the period ended 31
December 2015. Employees are not required to contribute to this fund.

Employees under the Pension scheme were provided an option to join a new
Retirement Benefit scheme at the end of June 2014. From the 330 eligible
employees, 205 accepted the new scheme offered, while 25 employees opted
to remain under the old scheme. 100 employees with less than five years to
retirement were offered the higher of the new scheme benefit and the pension
under the old scheme. A past service cost of Rs. 64.35 million was charged to the
Statement of Profit or Loss and Other Comprehensive Income for the year ended
31 December 2014 on account of this plan change.

2015 2014

Rs.’000s Rs.’000s

Balance as at 1 January 1,059,800 941,950
Current Service Cost 56,660 51,960
Past Service Cost - 64,350
Interest Cost 90,620 92,140




2015 2014
Rs.’000s Rs.’000s
Remeasurements
Experience Adjustments 11,440 (21,350)
Actuarial Losses from Changes in Financial Assumptions 20,880 82,820
Benefits Paid by the Plan (121,220) (152,070)
Balance as at 31 December 1,118,180 1,059,800
The weighted average duration of the defined benefit obligation at the end of the reporting period is as follows.
Pension Plan 6 years
Gratuity Plan 7 years
19.2 Movement in the Fair Value of Plan Assets:
2015 2014
Rs.’000s Rs.’000s
Balance as at 1 January 545,060 472,520
Contributions Paid into the Plan 90,940 123,350
Benefits Paid by the Plan (97,490) (94,210)
Interest Income on Plan Assets 48,390 46,360
Return of Plan Assets Lesser than Discount Rate 9,040 (2,960)
Balance as at 31 December 595,940 545,060
19.3 The expense recognised in the Statement of Profit or Loss and Other Comprehensive Income:
For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s
Current Service Cost 56,660 51,960
Net Interest on Net Defined Benefit Liability 42,230 45,780
Past Service Cost - 64,350
98,890 162,090
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19.3.1 The expense is recognised in the following line items in the Statement of Profit or Loss and Other Comprehensive Income:

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s

Cost of Sales 42,278 71,699
Administrative Expenses 56,612 90,391
98,890 162,090

19.4 Expected Benefit Payments
The Expected Benefit Payment for the year Pension Gratuity Total
ending Rs.’000s Rs.’000s Rs.’000s
31 December 2016 40,610 28,500 69,110
31 December 2017 95,460 69,330 164,790
31 December 2018 66,650 50,610 117,260
31 December 2019 102,320 86,780 189,100
31 December 2020 120,130 106,060 226,190
31 December 2021 to 2025 361,760 339,160 700,920
19.5 The income / (expense) is recognised in other comprehensive income:

For the year ended 31 December 2015 2014
Rs.’000s Rs.’000s

Actuarial Loss (32,320) (61,470)
Surplus / (Deficit) in Actual Return on Plan Assets 9,040 (2,960)
Actuarial Loss for the year (23,280) (64,430)
Deferred Tax impact on Actuarial Loss 6,518 18,040
Actuarial Loss for the year - Net of Tax (16,762) (46,390)




19.6 Actuarial Assumptions

Principal actuarial assumptions at the reporting date (expressed as weighted averages):

2015 2014
(1) Rate of Discount 9.0% 9.0%
(2) Future Salary Increase 9.7% 9.7%
(3) Future Pension Increase 6.0% 6.0%

Assumptions regarding future mortality are based on published statistics and by considering the best estimate for the expected long-term real rates of return
mortality tables. The retirement age is assumed as 55 years. and return from the main asset classes.

The assumption made for the expected rate of return on assets have been derived
19.6.1 Sensitivity Analysis

The calculation of the defined benefit obligation is sensitive to the assumptions  of a change in the respective assumptions by 0.5%, holding other assumptions
set out above. constant.

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

Defined Benefit Obligation

+0.5% -0.5%
Rate of Discount (32,220) 34,050
Future Salary Increase 34,650 (33,180)
Future Pension Increase 4,880 (4,590)

If the mortality rates are scaled up / down by one year, the impact on the Defined Benefit Obligation of the pension scheme will be (Rs. 4,820) and Rs. 4,880 respectively
while there is no material impact on the Gratuity Liability.

19.7 The composition of Insurance Plan Asset is as follows:

2015 2014
Reporting entity’s own financial instruments Nil Nil
Property occupied by, or other assets used by, the reporting entity Nil Nil
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The investment portfolio of AlA Insurance Lanka PLC as at 31 December 2015 2014
Government Securities 39.00% 40.00%
Reverse Repurchase Agreements 6.00% 14.00%
Corporate Debt 29.00% 25.00%
Fixed Deposits 17.00% 9.00%
Equity 6.00% 8.00%
Policy Holder Loans 3.00% 4.00%

An interim Return on Plan Assets of 8.44% was declared by AIA Insurance Lanka PLC for the year 2015. (2014 - 7.69%)

20 Deferred Tax Liabilities

2015 2014
Rs.’000s Rs.’000s
Balance as at 1 January 640,972 459,590
Charge for the year (Note 20.2) 58,480 181,382
Balance as at 31 December (Note 20.1) 699,452 640,972
20.1 Movement in Temporary Differences during the Year
2015 2014
Rs.’000s Rs.’000s

Temporary Difference  Tax Effect  Temporary Difference  Tax Effect
Property, Plant and Equipment 3,444,711 964,519 3,189,621 893,094
Retirement Benefit Obligations (522,240) (146,227) (514,740) (144,127)
Other Provisions (424,429) (118,840) (385,696) (107,995)
Net Deferred Tax Liabilities 2,498,042 699,452 2,289,185 640,972

20.2 Deferred Tax Liability Provision/(Reversal) for the Year
2015 2014
Rs.’000s Rs.’000s
Profit for the Year 64,998 199,422
Other Comprehensive Income (6,518) (18,040)

58,480 181,382




As proposed in the 2016 Budget, the Current Income Tax Rate of 28% will be reduced to 15%. However the Company has considered a tax rate of 28% for differed
taxation, as the new rate is not yet substantially enacted as of the reporting date.

2 1 Trade and Other Payables

As at 31 December 2015 2014
Rs.’000s Rs.’000s

Trade Payables 2,836,199 2,564,807
Derivatives - Forward Exchange Contract - 894
Other Payables 1,301,247 1,237,935
4,137,446 3,803,636

22 Amounts Due to Related Parties

As at 31 December 2015 2014

Rs.’000s Rs.’000s
Nestlé Deutschland AG 2,186 1,975
Nestlé Espana S.A - 1,753
Nestlé France 6,259 2,293
Nestlé Waters Marketing & Distribution 4,476 9,273
Nestlé UK Limited 487 576
Nestlé Nederland B.V. 4,353 7,735
Nestrade S.A. 10,479 2,355
Servcom S.A 2,103 287
Société des Produits Nestlé S.A. 99,5694 80,644
Nestlé Suisse S.A. 978 6,817
Nestlé Operational Services Worldwide S.A. 12,037 9,652
Nestlé Korea Limited - 3,031
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As at 31 December 2015 2014

Rs.’000s Rs.’000s
Nestlé India Limited 41,524 31,944
Nestlé Products Sdn Bhd 17,730 25,325
Nestlé Asean (Malaysia) Sdn Bhd 3,057 3,697
Nestlé Manufacturing (Malaysia) Sdn Bhd 155,887 131,621
Nestlé Phillippines Inc 139,486 149,159
CPW Philippines, Inc 9,667 8,175
Nestlé Business Service AOA Inc 964 -
Nestlé Singapore (Pte) Limited 161,934 177,076
Nestlé TC Asia-Pacific (Pte) Limited - 28,176
Nestlé R & D Centre (Pte) Limited 8,937 1,308
Nestlé (Thai) Limited. 8,009 11,123
Nestlé Australia Limited. 19,150 31,084
Globe Centre AOA - 14,315
Nestlé Mexico, S.A. De C.V. 108 98
Nestlé Brazil Limited 1,408 1,897
Nestec S.A. 1,706 1,232
Nestlé Dubai Manufacturing LLC - 3,367
P.T. Nestlé Indonesia 37 1,360
Nestlé Japan Limited 924 1,109
Nestlé Pakistan Limited 139 127
Nestlé ROH (Thailand) Limited 67 66

713,686 748,650




23 Related Party Disclosure

23.1 Transactions with Related Companies

Nature of the Nature of the 2015 2014
Name of the Company Relationship Transactions Rs.’000s Rs.’000s
CPW Phillipines Inc Affiliates Imports / Re-Export (37,074) (35,701)
Globe Center AOA Affiliates IT Service Charges (235,173) (218,082)
LOTTE - Nestlé Korea Co Ltd Affiliates Imports (13,200) -
- Recoveries 82 -
Nestec S.A Affiliates ,
Service Charges (2,780) (3,349
Nestlé (Png) Limited Affiliates Exports 11,591 20,254
o - Exports - 6,025
Nestlé (Thai) Limited Affiliates
Imports / Re-Export (24,834) (28,868)
Nestlé Asean (Malaysia) Sdn Bhd Affiliates Re-Export (12,110) (15,602)
o - Exports 43,495 76,721
Nestlé Australia Limited Affiliates
Imports / Re-Export (66,291) (76,630)
. - Exports 8,883 -
Nestlé Bangladesh Limited Affiliates .
Recoveries 263 -
Nestlé Brazil Limited Affiliates Imports (428) (1,337)
Nestlé Business Service AOA Inc Affiliates Service Charges (851) (1,253)
Nestlé Caribbean Affiliates Exports 15,994 19,532
Nestlé Deutschland AG Affiliates Technical (7,196) (3,934)
Nestlé Dubai Manufacturing LLC Affiliates Imports (11,216) (10,015)
Nestlé France Affiliates Technical (9,788) (7,828)
Nestlé Ghana Limited Affiliates Recoveries 3,124 -
Exports 313,132 305,365
Nestlé India Limited Affiliates Recoveries 6,227 -
Technical / Imports / Serv. Chg (134,027) (139,102)
Nestlé Jamaica Limited Affiliates Exports 116,256 125,053
o N Exports 10,821 52,718
Nestlé Japan Limited Affiliates
Imports (2,091) (5,520)
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Nature of the Nature of the 2015 2014
Name of the Company Relationship Transactions Rs.’000s Rs.’000s
Nestlé Korea Limited Affiliates Exports : 32
Imports - (13,996)
Nestlé Maghreb S.A. Affiliates RSUP (2,843) -
_ ‘ Exports - 3,600
’E\g‘ﬁ:ﬂé Manufacturing (Malaysia) Sdn Affiliates Recoveries 6,293 )
Import / Re-Export / Technical (5632,031) (484,933)
Nestlé Mexico S.A. de C.V. Affiliates Service Charges - (248)
Exports 786,532 731,327
Nestlé Middle East FZE Affiliates Recoveries 330 -
Imports - (94)
Nestlé Nederlands B.V. Affiliates Imports / Technical (12,858) (10,363)
Nestlé Nigeria Affiliates Exports - 3,575
\T\Zﬁldéw? dp:rsfi_;‘?”a' services Affiliates Service Charges (26,119) (26,027)
Nestlé Pakistan Limited Affiliates Service Charges / Imports - (241)
Nestlé Panama S.A. Affiliates Exports 2,956 -
Nestlé Phillipines Inc Affiliates Imports / Re-Export (1,096,721) (999,884)
N Imports / Re-Export (50,073) (97,495)

Nestlé Products Sdn Bhd Affiliates
Exports - 121
Nestlé Purina Petcare Tianjin Ltd. Affiliates Imports (208) -
Nestlé R & D Centre (Pte) Limited Affiliates Technical (37,972) (13,676)
Nestlé ROH (Thailand) Limited Affiliates Service Charges (196) (135)
Exports - 2,231

Nestlé S.A. Parent
Dividend Payment / RSUP (2,511,740) (3,190,025)
Nestlé Saudi Arabia Affiliates Exports - 2,346
Exports 2,707 8,678
Nestlé Singapore (Pte) Limited Affiliates Recoveries 1,494 -

Imports (1,467,581) (1,491,443)




Nature of the Nature of the 2015 2014

Name of the Company Relationship Transactions Rs.’000s Rs.’000s
Nestlé Suisse S.A. Affiliates Sports 10,805 -
Imports (26,589) (21,677)

Nestlé Taiwan Limited Affiliates Sports 91,606 0657
Imports - (477)

Nestlé Trinidad and Tobago Limited Affiliates Exports 173,520 134,016
Exports 71,753 88,422

Nestlé UK Limited Affiliates Recoveries 483 12
Service Charges (488) -

Nestlé Waters Marketing Affiliates Imports / Re-Export (14,756) (27,843)
Recoveries 8,059 -

Nestrade S.A. Affiliates Exports 122,463 132,987
Imports / Service Charges (12,938) (6,761)

Osem UK Limited Affiliates Exports - 172
P.T. Nestlé Indonesia Affiliates Imports (9,607) (8,006)
San Pellegrino S P A Affiliates Service Charges (99) -
Servcom S.A. Affiliates Service Charges (2,495) (402)
Societe des produits Nestlé S.A. Affiliates Technical Assistance Fee (1,513,875) (1,317,825)

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.

23.2 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.

2015 2014

Rs.’000s Rs.’000s

Short Term Employee Benefits 42,369 40,145
Directors’ Fees 835 835
Non Cash Benefits 23,220 34,244
Share Based Payments 28,658 20,299
95,082 95,523




Loans to Directors
No loans were given to the Directors during the year.

23.3 Share-based Payments

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

2015 2014

Rs.’000s Rs.’000s

Number of Shares Granted During the Year 2,255 2,795
Weighted Average Fair Value of RSU as at Period End 22,582 25,460
Total Expense Recognised in Profit & Loss 63,768 37,204
Carrying Amount as at the Reporting Date 83,264 53,315

There are no related party transactions other than those disclosed in Notes 16, 22, and 23

24 Commitments

(a) Capital Commitments

The capital commitment for the year 2015, which has been approved by the Board, but not been contracted for, is Rs. 117 million (2014 - Rs. 189 million).

(b) Lease Commitment

The land in which the Nestlé Lanka’s factory building is constructed was leased
out from the Sri Lankan Government. As per the lease agreement, the land in
Mahayaya Estate was leased for 50 years from 25 March 1981.

The annual amount payable under the lease agreement is Rs. 539,540 from the
year 2011, as the government has the option to increase the lease payments every
five years subject to a maximum of 50% of the previous lease rental. From 2016
onwards, the annual lease commitment will be Rs. 809,310.
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Non Cancellable Operating Lease Commitments are as follows:

2015 2014

Rs.’000s Rs.’000s

Not Later Than One Year 809 540
Later Than One Year and Not Later Than Five Years 3,238 2,158
Later Than Five Years 8,902 6,474
12,949 9,172

2 5 Contingent Liabilities

An Income Tax assessment for Rs 201 million was issued to the Company for the
years of assessment 2011/12 and 2012/13. A formal appeal to the Commissioner
General of Inland Revenue has already been lodged, setting out our submissions
and requesting for withdrawal of the assessment. The Company believes it has a
strong case.

26 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;

2 Aninterim dividend of Rs. 34.50 per share amounting to Rs. 1,853,528,474 was
approved on 23 February 2016 by the Board of Directors and will be paid on 15
March 2016.

2 7 Financial Risk Management

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

There are no other material contingent liabilities other than those disclosed above.

2 The Board of Directors has recommended a final dividend of Rs. 30.00 per
share amounting to Rs. 1,611,763,890 for the year ended 31 December 2015.
This is to be approved at the Annual General Meeting to be held on 5 May
2016.

(a) Credit Risk
Credit risk arises when the counterparty may fail to perform its obligation.

The major risk in this regard arises from trade 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 also obtained to minimise the
risk further.

The Company limits its exposure to credit risk by investing only in short term liquid
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assets, and only with counter parties that have an existing business relationship ~ The carrying amount of financial assets represents the maximum credit exposure.
at a global level with Nestlé S.A. or locally with entities classified by Investment ~ The maximum exposure to credit risk at the reporting date was as follows.

Grade.

2015 2014
Rs.’000s Rs.’000s
Trade Receivables 1,603,110 1,344,807
Loans to Employees 318,650 306,478
Amount Due from Related Parties 203,975 304,641
Refundable Deposits and Non Trade Receivables 45,196 48,676
2,170,931 2,004,602
Trade Receivables

Trade Receivables 1,696,151 1,430,152
Allowance for Trade Receivables (93,041) (85,345)
1,603,110 1,344,807

The Ageing of Trade as at the reporting date were as:
Not Past Due 1,629,364 1,251,867
Past Due 1-30 Days 1,083 101,034
Past Due 31-60 Days 18,713 14,044
Past Due 61-90 Days 20,737 516
Past Due 91-120 Days 10,113 2,105
Past Due More Than 120 Days 16,140 60,586
Allowance for Trade Receivables (93,041) (85,345)
1,603,110 1,344,807

(b) Liquidity Risk
Liquidity risk arises when a company encounters difficulties to meet commitments  is to manage this risk by limiting exposures in the instruments that may be affected
associated with liabilities and other payment obligations. The Company’s objective by liquidity problems and by maintaining sufficient back-up facilities.
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The contractual maturities of financial liabilities are as follows:

2015 2014
Rs.’000s Rs.’000s
Less than 6 Months 6 - 12 Months Less than 6 Months 6 - 12 Months
Trade Payables 2,824,035 12,164 2,501,861 62,946
Other Payables 1,231,458 69,789 1,170,067 68,762
Bank Overdrafts and
Distributor Finance 448,310 - 205,356 -
Scheme
4,503,803 81,953 3,877,284 131,708

(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.

(d) Currency Risk

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

Exposure to Currency Risk

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

The exposures are managed within a prudent and systematic hedging policy in
accordance with the Company’s specific needs. The Company manages its foreign
currency exposure through use of currency forwards when suitable.

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

As at 31 December 2015 2014
Rs.’000s Rs.’000s
EUR USD SGD EUR usb SGD
Trade Receivables 8,471 405,678 - - 431,385 -
Trade Payables (69,817) (767,935) (94,209) (50,661) (809,588) (58,298)
Net Statement of Financial Position (61,345) (362,257) (94,209) (50,661) (378,203) (58,298)




The following significant exchange rates are applied during the year:
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2015 2014
usb 144.20 131.50
EUR 157.61 159.82
SGD 102.13 99.44

Sensitivity Analysis

Strengthening / weakening of the EUR/ USD/ SGD against the LKR (Lankan Rupee)
as at 31 December 2015 would have affected the measurement of the financial

instruments denominated in foreign currencies, and the increase / decrease of
profit or loss by the amount shown below.

Strengthening Weakening
Profit or Loss Profit or Loss
Rs.’000s Rs.’000s
31 December 2015
USD (1% movement) 3,623 (3,623)
EUR (7% movement) 4,105 (4,105)
SGD (3% movement) 3,631 (3,631)
31 December 2014
USD (1% movement) 3,782 (3,782)
EUR (7% movement) 3,652 (3,552)
SGD (3% movement) 1,790 (1,790)

(e) Interest rate Risk
The Company’s objective is to maintain an efficient operational interest cost
structure to minimise the adverse effects of fluctuating interest rates.

(f) Fair Value Measurement
The Company measures fair values using the following fair value hierarchy that
reflects the significance of the inputs used in making the measurements.

Level 1 : Quoted market price (unadjusted) in an active market for an identical
instrument.

Level 2 : Valuation techniques based on observable inputs.

Level 3 : Valuation techniques using significant unobservable inputs.
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Accounting Classifications and Fair Values

The following table shows the carrying amount and the fair value of financial  include the fair value information for financial assets and liabilities not measured at
assets and liabilities, including their values in the fair value hierarchy. It does not  fair value, if the carrying amount is a reasonable approximation of fair value.

Other
Held for Held to Loans and Available Financial
Trading Maturity  Receivables for Sale Liabilities Total
Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s
As at 31 December 2015
Financial Assets Not Measured at
Fair Value
Trade and Other Receivables - - 2,107,037 - - 2,107,037
Cash and Cash Equivalents - - 867,563 - - 867,563
- - 2,974,600 - - 2,974,600

Financial Liabilities Not Measured
at Fair Value

Trade and Other Payables - - - - 4,137,446 4,137,446
Bank Overdrafts and Distributor

Finance Scheme ) ) ) ) 448310 448,310
- - - - 4,585,756 4,585,756

As at 31 December 2014

Financial Assets Not Measured at

Fair Value

Trade and Other Receivables - - 1,816,426 - - 1,816,426

Cash and Cash Equivalents - - 282,517 - - 282,517
- - 2,098,943 - - 2,098,943

Financial Liabilities Not Measured
at Fair Value

Trade and Other Payables - - - - 3,803,742 3,803,742

Bank Overdrafts and Distributor
Finance Scheme

- - - - 205,356 205,356

- - - - 4,008,098 4,008,098
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Rs.’000s
Level 1 Level 2 Level 3 Total
As at 31 December 2015
Financial Liabilities Measured at Fair Value
Forward Exchange Contracts - - - -
As at 31 December 2015
Financial Liabilities Measured at Fair Value
Forward Exchange Contracts - 894 - 894
- 894 - 894

Cash and Cash Equivalents
The carrying amount of the cash and cash equivalents and balances with banks
approximate the fair value, as these are short term in nature.

Trade and Other Receivables

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

3 o Directors’ Responsibility

Trade and Other Payables

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

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

The Directors’ Responsibility Statement is given in page 44 of this annual report.



Value Added Statement

2015 2014

Rs.’000s Rs.’000s

Revenue 35,854,802 32,902,885

Bought Out Goods and Services (23,419,041) (21,260,965)

Value Added 12,435,761 11,641,920
Rs.’000s % Rs.’000s %
To Government as Taxes / Duties 6,077,400 48.9 5,139,249 441
To Employees as Remuneration and Other Benefits 2,089,608 16.8 1,980,187 17.0
To Lenders as Interest 30,580 0.2 26,358 0.3
To Shareholders as Dividends 3,465,292 27.9 3,680,194 31.6
Retained with Business (Including Depreciation) 772,881 6.2 815,932 7.0
12,435,761 100.0 11,641,920 100.0

Bl To Government as Taxes / Duties
[ To Employees as Remuneration
M To Lenders as Interest

Il To Shareholders as Dividends

B Retained with Business (Including Depreciation)

Analysis of Value
Addition 2015

Analysis of Value
Addition 2014

6.2%

7.0%
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Year Summary

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s
Statement of
comprehensive
Income
Net Revenue 14,128,658 16,255,216 19,111,985 19,427,135 21,422,984 25575780 28,571,488 30,913,413 32,902,885 35,854,802
Profit before tax 2,043,874 2,046,975 2,483,987 2,427,850 2,846,771 3,444,267 3,467,713 4,083,211 4,765,797 5,425,507
Taxation (688,988) (655,383) (820,894) (847,535) (932,052) (814,497) (529,146) (766,466) (978,904) (1,301,183)
Profit after tax 1,354,886 1,391,592 1,663,093 1,680,315 1,914,719 2,629,770 2,938,567 3,316,745 3,786,893 4,124,324
Other Comprehensive . . . . . . 39,101 30,859 (46,390) (16,762)
Income / (Expense)
Retained profits / (Loss) 35,009 46,758 95,213 146,541 115,091 176,284 254,100 330,799 454,875 515,184
brought Forward
Super Gain Tax - - - - - - - - - (638,365)
g{:t‘;'fbi‘t’z'rfb'e for 1,389,895 1,438,350 1,758,306 1,726,856 2,029,811 2,806,054 3,231,768 3,678,403 4,195,378 3,984,381
Interim Dividend (537,256) (483,529) (537,255) (483,529) (644,704) - (1,611,765)  (1,719,215) (2,175,881 -
Final Dividend (805,882) (859,608)  (1,074,510)  (1,128236)  (1,208,823)  (2,5651,953)  (1,289,204)  (1,504,313) (1,504,313 -
Retained Profits carried 46,758 95,213 146,541 115,001 176,284 254,100 330,799 454,875 515,184 3,984,381

forward




Ten Year Summary j

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015
Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s Rs.’000s

Statement of Financial

Position

Stated Capital 537,256 537,255 537,255 537,256 537,255 537,256 537,255 537,255 537,256 537,256

Reserves 852,640 954,821 1,221,061 1243327 2,029,811 2,806,054 3,231,768 3678403 3,550,673 3,984,381

Non-Current Liabilities 213,703 206,541 371,650 430,965 522,736 594,713 794,419 929,020 1,155,712 1,221,692
1603598 1698617 2129956  2.211,547 3,089,802 3938022 4563442 5144678 5243640 5,743,328

Represented by:

Tangible Fixed Assets 1263724 1,809,300 1,780,501 2,057,526 2,796,792 4,591,419 4,892,994 4,810,141 5,414,937 5,621,039

Intangible Assets . 145,072 111,594 78,116 44,637 11,159 . : -

Current Assets 2,441,960 3196200 3157602 3238362 3,673,888 4,290,657 3739135 5719972 5,394,992 6,501,008

Less: Current Liabilities ~ (2,102,086)  (3,306,883) (2,953,219  (3,195935)  (3,458,994)  (4,988,691)  (4,079,847)  (5385435)  (5566,289)  (6,378,719)

Net Current Assets 339,874 (110,683) 204,383 42,427 214,894 (698,034) (340,712) 334,537 (171,297) 122,289
1603598 1698617 2129956  2211,547 3,089,802 3938022 4563442 5144678 5243640 5,743,328

Average Market price 180.15 262.85 278.75 345.64 611.42 764.38 1,154.07 1,978.75 2,105.00 2,049.50

per share (Rs)

Earnings per Share (Rs) 25.22 25.90 30.96 29.41 35.64 48.95 54.70 61.74 70.49 76.77

Dividend paid / 1343137 1343137 1,611,764 1,611,764 1853528 2,561,959  2901,176 3223528 3,680,194 3,465,292

proposed (Rs. 000s)

Dividend Per Share (Rs.) 25.00 25.00 30.00 30.00 34.50 47.50 54.00 60.00 68.50 64.50
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Analysis of Shareholders According to the Number of Shares Held as at 31 December 2015

Share Information

Resident Non-resident Total
Number of Number of Number of Number of Number of Number of
Number of Shares Held Shareholders Shares % Shareholders Shares % Shareholders Shares %
1 to 1000 Shares 4,885 711,142 1.32 57 14,120  0.03 4942 725,262 1.35
1001 to 10,000 Shares 389 1,023,482 1.90 26 117,374  0.22 415 1,140,856 2.12
10,001 to 100,000 Shares 33 772,411 1.44 14 498,607 0.93 47 1,271,018 2.37
100,001 to  1000,000 Shares 1 110,000 0.20 7 1,684,581 3.14 8 1,794,581 3.34
Over 1,000,000 Shares 0 0 0.00 1 48,793,746 90.82 1 48,793,746  90.82
5,308 2,617,035 4.86 105 51,108,428 95.14 5,413 53,725,463 100
Number of
Categories of Shareholders Shareholders Number of Shares
Individual 5,254 2,380,740
Institutional 159 51,344,723
5,413 53,725,463
High / Low Market Prices
Highest Market Value Rs. 2,390.00
Lowest Market Value Rs. 1,960.40
Market Value as at 31 December 2015 Rs. 2,049.50
Public Holding as at 31 December 2015 9.18%

Market capitalisation of the Public Holding as at 31 December 2015 : Rs.10,105,504 (Rs'000s)
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List of 20 Major Shareholders Based on the Number of Shares Held as at 31 December 2015

Names % Shares as at 2015 Shares as at 2014
Nestlé S.A. 90.82 48,793,746 48,793,746
HSBC [nt | Nom Ltd - SSBT - Wasatch Frontier Emerging Small 081 436,962 435,331
Countries Fund

HSBC !nt | Nor'n_ Ltd - State Street London C/O SSBT - Fundsmith 064 343,558 )
Emerging Equities Trust PLC

RBC Investor Services Bank-Coeli Sicav |-Frontier Markets Fund 0.44 238,500 304,500
Harnam Neesha

J.K.P. Singh 0.37 200,000 200,000
Jasbinderjit Kaur Piara

HSBC'In t Nom Ltd - Msip - Coupland Cardiff Fund PLC-CC Asian 036 195,961 521631
Evolution Fund

H.SBC International Nominees Ltd - SSBT - Deustche Bank AG 029 155,600 155,600
Singapore A/C 01

HSBC Int'l Nom Ltd - SSBT - Julius Baer Multipartner - WMP EM

Established Leaders Fund 0.21 114,000 78,435
Estate of late Radhakrishnan (Deceased) Mariapillai 0.20 110,000 110,000
Employees Provident Fund 0.19 100,000 100,000
CB NY S/A Wasatch Frontier Emerging Small Countries CIT Fund 0.16 85,650 49,213
HSBC Intl Nom Ltd - UBS AG Singapore Branch (Ex SBC) 0.16 85,000 85,000
AlA Insurance Lanka PLC A/C No.07 0.10 55,975 53,975
HSBC Int’l Ngm Ltd - JPMCB - T.Rowe Price Institutional Frontier 010 54,915 )
Markets Equity Fund

Colombo Investment Trust PLC 0.09 50,904 50,904
Bandaranayake 0.08 44,100 44,100
Jayampathi Divale

Hirdaramani

Anil Kumar Lalchand 0.08 42,500 42,500
Merchant

Asha Ajay 0.08 41,000 39,600
Singh 0.07 40,100 34,700
Jasbinderjit Kaur Piara ' ' '
Mellon Bank N.A. - Commonwealth Pen Pub School 0.07 35,905 35,905




Going Beyond

Creating
Shared Value

Sustainability

Compliance

At Nestlé, our view of Corporate Social Responsibility (CSR) has evolved into
‘Creating Shared Value' (CSV).

The concept of CSV states that for a company to be successful over time and
create value for shareholders, it must also create value for society.

The CSV model focuses on creating ‘joint benefit” or ‘shared value’ for both our
shareholders and society at every stage of our business. It encourages businesses
to create economic and social value simultaneously by focusing on the social
issues that they are uniquely capable of addressing.

Accordingly, we have focused our CSV efforts and investments in three areas —
nutrition, water and rural development - as they are core to our business strategy
and vital to the welfare of the local community. We believe that these areas have
the greatest potential for ‘joint benefit’ for both society and Nestlé.

Creating Shared Value

Nutrition, water,
rural development,
our focus areas

Protect the future

Laws, business principles,
codes of conduct

Nutrition: Food and nutrition are the basis of health and of our business —it is the
reason why we exist.

Water: The ongoing quality and availability of water is vital to life, the production
of food and for our operations.

Rural Development: The overall wellbeing of farmers, rural communities,
workers, small entrepreneurs and suppliers is intrinsic to the continuance of our
business in the future.

For Nestlé, CSV has become the way we do business. The saying goes ‘if a man
is hungry, don’t give him a fish, give him a rod’. In the same way, we believe
that it is not enough to feed a man for a day, but that it is far more practical and
beneficial to empower communities to be able to generate their own income in a



sustainable and independent manner. By providing communities with the means
and education to develop their own livelihoods, we make it possible for them to
not only enhance the quality of their lives, but also those of the future generations
to come.

Nutrition

& - T

Our products are not just about great taste. Through our world renowned R&D we
ensure that the latest technology, processes and thinking are incorporated in the
development of our products.

Nestlé has the largest R&D network of any food company in the world, with a
heritage of 150 years of research, development and scientific know-how. The
Nestlé Research Centre is widely recognised across the globe as one of the
world’s leading research institutions in food, nutrition and life sciences.

To learn more about our passion for nutrition, read pages 8 to 11.

Rural Development

Nestlé's approach to rural development aims at enhancing the lives of rural farmers
and communities. Our efforts are directed at both farm and community level to
provide training and technical assistance and improve quality and productivity.

We support close to 25,000 farmers with our procurement of fresh milk and
coconut. Our direct payment to local farmers for these raw materials came to
Rs. 6 billion in 2015.

As Sri Lanka's largest private buyer of fresh milk, we play a big role in helping to
develop the local dairy industry and increase local fresh milk production.

Because Sri Lanka's dairy industry is still an emerging one, where farmers do not
produce enough milk to meet consumer demand, we have been working closely
with the authorities since the early 1980’s to help develop it. Our aim is to not only
increase the supply and quality of milk but also to provide local farmers a livelihood
that is profitable and sustainable.

Currently working with close to 20,000 dairy farmers, we offer them regular training
and development programmes on a range of technical topics and best practices,
including cattle feeding and breeding and animal health and farm management.

In addition to donating vital equipment and medicine, we also provide financial
assistance to develop dairy farms and promote artificial insemination for breeding
high-yield cows.



Creating Shared Value

We have also constructed a number of chilling centres and milk collection
points across the country. These facilities help farmers keep their milk fresh at a
temperature of 4 degrees Celsius. Previously, facilities for storing fresh milk in the
area were inadequate, resulting in low quality and wastage.

Each Nestlé chilling centre is equipped with testing equipment and farmers are
paid for the quality of milk they provide — the higher the quality, the higher the
price they receive.

The chilling centres and collection points are managed by people we appoint from
the area, ensuring that it is not only the dairy farmers who gain a livelihood from
these facilities.

When the civil conflict ended in 2009, we were the first to begin large scale
development of the dairy industry in the North and East provinces. Our determined
efforts to train farmers and help them produce more milk of better quality has
contributed to the economic prosperity of these areas.

Significant mentions are the chilling centres opened by us in Jaffna, Kilinochchi,
Mallavi and Oddusudan, which were the first ever to be established in those areas
in 30 years.

In 2015, we contributed Rs. 3.6 billion as direct payment to local farmers for milk
to manufacture our products like Nespray, Milo and Milkmaid. We also spent more
than Rs. 500 million on crucial infrastructure and resources to operate our milk
chilling centres across the island, ensure efficient transportation of fresh milk, and
maintain high quality control.

We remain committed to contributing to the rural economy, and providing our
Sri Lankan consumers a portfolio of high quality products made with the goodness
of local fresh milk.

Coconut

We are one of the largest exporters of coconut milk powder in the world. Our
Maggi Coconut Milk Powder, which is manufactured only at our Kurunegala
factory, is sold by Nestlé worldwide.

We purchase coconuts indirectly from 5,400 rural farming families through our
suppliers, offering them a sustainable source of income. In line with our standard
supply chain model, we help local suppliers improve their quality standards and
empower farmers to grow crops that benefit them.

We contributed Rs. 2.6 billion to the coconut industry in 2015 as payment for
procuring fresh coconuts for our products.



Water and Environmental Sustainability

We want our products to not only be tastier and healthier, but also better for
the environment throughout the value chain. We are committed to improve our
environmental performance, year on year.
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Achieving zero water discharge

Our Kurunegala factory, which manufactures more than 90% of the Nestlé
products sold in Sri Lanka, opened a Reverse Osmosis (RO) plant in 2015 to help
us become a ‘zero water discharge’ factory.

Currently all our wastewater is treated and purified before being released into
the environment. However ‘zero water discharge’ means that all our industrial
wastewater will not only be treated and purified but also recycled so it can be used
again in our operations.

Costing approximately Rs. 100 million, the RO plant helps us purify wastewater to
drinking water and also helps improve the efficiency of our boilers, as we will not
use as much water as in the past. It will also improve the safety of our boilers by
reducing the use of chemicals and eliminating the risk of contamination.

The RO plant reduces our factory's use of water by 5571 m3 per year, equivalent
to the amount of water 35 households would use over 12 months.

It also helps us save 2,946 GJ of energy every year in our operations, equivalent to
the amount of electricity 1,100 households would use over 12 months.



Expanding our UPS system to save energy

As with any other manufacturing entity, our factory is highly dependent on
continuous supply of electricity to continually operate the machinery. As a food
and beverage company that adheres to strict quality guidelines, failure in power
supply would impact the manufacturing process adversely - any product that does
not follow a normal manufacturing process would have to be disposed of, wasting
a large amount of our resources.

To ensure that our machines are able to run continuously even during a power
failure, we began using two 1,250 KVA diesel power generators full time. However,
the cost of generating in-house electricity (running the generators) full time was
higher than the cost of electricity supplied by the CEB.

To address this, we installed a centralised UPS (uninterrupted power supply)
system, similar to the emergency power systems used for computers. The
system allows our machines to work uninterrupted even during a power failure for
a limited time, buying us enough time to switch to the diesel generators.

In 2015 we expanded our UPS system, allowing us to reduce our diesel
consumption by 864,000 litres a year, energy consumption by 2.5% a year, CO,
emissions by 1,800 tonnes a year, and energy costs by Rs. 45 million a year.

Pre-engineered green distribution centre building design

We redesigned our Distribution Center (DC) so it would be more environmentally
friendly, helping use less natural resources for our operations. The DC helped us
reduce our costs by Rs. 40 million by offering the following unique features —

2 Powered using only solar energy (215 solar cells), helping us save the same
amount of energy 330 households would use in a year

[lluminated 100% by 40 sky lights, helping us save the same amount of energy
125 households would use in a year

(3

(Y

Ventilated only via natural ventilators, helping us save the same amount of
energy 228 households would use in a year

The three initiatives above helped us reduce CO, emissions by 47 tonnes and
diesel consumption by 20%

(3

Our green distribution centre won us a gold rating in 2015 by the Green Building
Council of Sri Lanka.

GOLN

RATED GREEN BUILDING
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Enhancing Lives Nestlé is full of stories; of people,

for 150 Years of enhancing lives, of making a
difference.

Meet some of the people we have
touched through our business.













“| trust Nestlé as it meets every = -
one of my family’s nutritional F
needs with products like Milo, i #_ 4
Nestomalt, Nespray and Maggi. —
As amother, | find their products
very useful and convenient and

my children love the taste!”

Rumeshi Rajapaksha
Consumer




“|'ve been working at Nestlé

for the past 10 years, but my
affiliation with the company
started long before as my Dad
worked for Nestlé for almost 25
years. |'ve literally grown up with
the company and its products so
it was a dream come true when

| got the opportunity to work
here, and my dad was so proud.

| never imagined that | would
meet my husband at Nestlé too!
Nestlé is a big part of my life in
SO many ways. It has not only
given me a rewarding career but
has also been an inspiration to
people very special to me; My
father — my first love, and my
husband — my life partner.”

Dilshani Abayasekara
Employee

Management Accounting
Specialist



“| joined Nestlé Lanka in 1984.
| have experienced the most
inspirational and eventful 30
years of my life since the

days | helped start up our
manufacturing facility in the
Kurunegala factory. Nestlé

is my second home. Not

only did Nestlé support my
professional growth both locally
and internationally, but also
encouraged my personal growth.

As a retiree now, | must say that
there isn’t a single day that goes
by without reminiscing over the
memories at the Kurunegala
factory; all the great work we did
and the challenges we overcame
to make Nestlé Lanka what it

is today. I'm deeply proud to
have been a part of this great
company."”

Bandarathilaka Tennakoon
Retired Employee
Former Production Manager
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Meeting

Notice is hereby given that the Thirty Fifth (35) Annual General Note:
Meeting of Nestlé Lanka PLC will be held at the Sri Lanka
Foundation Institute, 100, Padanama Mawatha, Independence 1. A member, entitled to attend and vote at the Meeting, is

Square, Colombo 07, on Thursday, 5 May 2016 at 10.00 am for the
following purposes:

Agenda

1. To receive and consider the Annual Report of the Board
of Directors on the Affairs of the Company, Independent
Auditor’'s Report and the audited Financial Statements for the
year ended 31 December 2015.

2. To approve a Final Dividend for the year ended 31 December
2015 as proposed by the Directors

3. To re-elect Shobinder Duggal as Director, who retires by
rotation in terms of Article 56, 57 and 58 of the Articles of
Association.

4. To re-elect Ranjan Seevaratnam as Director, 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 Ranjan Seevaratnam, who is over the age
of 70 years, 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 said Director”

5. To reappoint the auditors M/s. KPMG and to authorise the
Directors to determine their remuneration.

By Orde’r of the Board.
NESTLE LANKA PLC.

—E

Keerthi Pathiraja
Company Secretary

23 February 2016

entitled to appoint a proxy to attend and vote instead of him /
her.

. A proxy need not be a member of the Company.
. A form of proxy accompanies this notice.

. Shareholders attending the meeting are requested to complete

the Attendance Form as instructed, and hand over the same at
the entrance to the meeting hall for registration.

. Shareholders / proxy holders are requested to bring their

National Identity Cards for the purpose of identification.

. No parcels and other belongings will be allowed inside the

meeting hall.

. Only the shareholder will be permitted to enter the meeting

hall. Shareholders are kindly requested to refrain from bringing
children in order to avoid any inconvenience.

. Kindly note that no complimentary gift parcels will be issued at

the AGM.
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Nestlé Lanka PLC
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BN e as my / our proxy to represent me / us
and vote for me/us on my / our behalf at the Thirty Fifth Annual General Meeting to be held on Thursday, 5 May 2016 at 10.00 a.m. and at

any adjournment thereof.

Signed onthis: ..o day Of oo 2016.

Signature

Proxy

Instructions as to the completion

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.

If the proxy form is signed by an Attorney, the related Power
of Attorney should also accompany the completed form for
registration, if it has not been already registered with the
Company.

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.

The completed form of proxy should be deposited at the
Office of the Registrars of the Company, M/s. SSP Corporate
Services (Pvt) Ltd., at 101, Inner Flower Road, Colombo 03, not
less than 48 hours before the time appointed for the Annual
General Meeting.
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Signature / g¢556® / ewaGuiTliuLb:

Full name of shareholder / @03 B8mdte® e58ben 9O / umigsryflear wpepl Guwi:

No. of shares held / 88®D@ O 603 @G | mausHHEGLD LEIGS6M6 616516015 6m:

Notes:

1.

Shareholders are requested to bring this attendance form
to the Thirty Fifth Annual General Meeting of Nestlé Lanka
PLC. The meeting will be held at the Sri Lanka Foundation
Institute, 100, Padanama Mawatha, Independence Square,
Colombo 7 on Thursday, 5 May 2016 at 10.00 a.m.
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SImLbHBI6TeT  FeORIST Le|eniCLage SeTeigipuil  Hlenevlidhsle0
BL 1bEILBE6TETSI.

Shareholders are kindly requested to refrain from bringing
children in order to avoid any inconvenience.
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Name of Company :

Nestlé Lanka PLC

Registered Office and

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

Head Office : Tel: (+94 11) 2696304, 2697821, 2699991
Fax: (+94 11) 2699437
E-mail: info.srilanka@lk.nestle.com
Website: www.nestle.lk
Legal Form : A public quoted company with limited liability, incorporated in

Sri Lanka on 29 January 1981 and listed on the Main Board of
the Colombo Stock Exchange

Company Registration
Number :

PQ20

Company Secretary :

Keerthi Pathiraja

Nestlé Lanka PLC
Certifications :

FSSC 22000: 2010 (Food Safety System Certification)

ISO 14001: 2007 (Environmental Management Systems)

OHSAS 18001: 2007 (Occupational Health and Safety Management Systems)

NQMS (Nestlé Quality Management Systems certified by SGS)

SLSI Certification for Nespray Full Cream Milk Powder, Cerelac, Nestum and Milkmaid
Environmental Protection Licence No: 345/2013 R11

Registrars :

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

Tel: 011 2573894, 2576871

Legal Advisors :

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

Auditors :

KPMG (Chartered Accountants)

Bankers :

Citibank, N.A.
Commercial Bank
Hatton National Bank
HSBC

Standard Chartered Bank

Financial Year :

1 January to 31 December

Information
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