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Together
for good

At Nestlé, we believe that
working together is when

real change takes place.
Healthier families, empowered
communities, and a greener
planet, all come out of a
collective effort. That is why we
work with people around us to
help uplift lives and create a
more sustainable world to live
in. We believe that together, we
can inspire and find inspiration
to be better. Let's work together
for good!
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At Nestlé, we believe that every journey of
goodness begins at home. This is why we strive
to offer tastier and healthier choices from early
childhood to old age and inspire Sri Lankan
families to live healthier and happier lives.

Let’s work together for my family.
Let’s work together for good.

micronutrient enriched
servings

reached via Nestlé Family Club
offering free tips on health and wellness

reached via Nestlé Choose
Wellness Nutri-Corners offering
free nutritional advice

reached via sporting events
conducted by Nestlé
Nestomalt & Nestlé Milo

reduction in import dependency
by localising ingredients via
Project Serendib



At Nestle, we believe in working together
with our communities to help uplift rural
livelihoods, make youth more employable,
and foster diversity and inclusion across
our value chain.

Let’s work together for my community.
Let’s work together for good.

contributed to the local
dairy industry

contributed to the local
coconut industry

worth of donations benefiting
communities across and beyond
the value chain

contributed to the economy via
export earnings

reached via Nestlé Needs
YOUth initiatives

Extension of parental leave

primary caregiver:

secondary caregiver:




At Nestlé, we believe that it takes all of
us, doing our part together, to make our
planet greener and cleaner. This is why we

* work closely with our stakeholders across
- ‘ Ll the value chain to address climate change,

Let’s prot W“r planet together tackle plastic pollution, and care for water.

Let’s work together for my planet.
Let’s work together for good.
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\ . reduction in energy use*

Saved 48,790 Gj**, which is equivalent to the annual
electricity consumption of ~15,265 households

reduction in water use*

Saved 427 m3**, which is equivalent to the daily
water consumption of ~897 households

of our packaging is
designed for recycling

students reached via the Schools
Waste Management Programme
to inspire behavioural change

trees planted in our dairy
value chain



Even though 2022 was an extraordinary
year with a multitude of volatilities
experienced on many fronts, through

the collective efforts of our employees
and stakeholders across and beyond the
value chain, we were able to achieve
commendable financial performance,
ensuring that our operations are sustained
and value is created for our shareholders.

Revenue

Contribution to exchequer

Earnings per share
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Innovations
& Renovations

NESTEA Cardamom Milk Tea Mix

Innovation has been at the heart of our company since NESTEA Cardamorn Milk Tea Mix is the

its beginning. Each day we strive to make our products Eiﬁ"é"a’%'ﬂ‘w ideal option for tea drinkers seeking

tastier and healthier choices that help consumers care for variety. Rich in flavour and aroma, this
themselves and their families. This would not be possible " value-added milk tea is sure to elevate
without our unmatched R&D capability, nutrition science, P, the tea experience of Out-Of-Home
and passion for quality in everything we do. — " (OOH) consumers.

NANGROW 4 Tin MAGGI Seasoning

NANGROW 4 HMO is a milk formula MAGGI Seasoning gives a savoury flavour
designed for 3- to 5-year-old children, to dishes, complemented by a unique
which is enriched with Omega 3 and 6, : aroma. Only a few drops are needed

Probiotics, Iron and essential Vitamins ’“’ o1 to elevate any dish without affecting
and Minerals. its colour, making it the perfect liquid
— seasoning for a multitude of ingredients.

NESTLE Cream | D |t "~ MAGGI Masala Magic

NESTLE Cream is versatile enough to be b e MAGGI Masala Magic is a one-stop

paired with a wide variety of ingredients, —— solution to create flavourful Indian and

making it a good base for both savoury Sri Lankan dishes. It has a rich blend of

and sweet dishes. It helps balance different =T _f=‘-'“"= ingredients such as turmeric, nutmeg, corn

flavours, resulting in truly delightful dishes. starch, onion, garlic, black pepper, ginger,
e clove, and cardamom.

Nestlé Lanka PLC | Annual Report 2022
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Despite the many challenges we faced last year, we
continued on our journey of doing good for Sri Lanka and
its people, positively impacting families and communities,
as well as the planet. We are humbled and delighted to
be recognised as a ‘Force for good’ for our untiring efforts
towards a sustainable and resilient Sri Lanka across a
multitude of platforms - both local and international.

30" NCE Export Awards

«h RP OR ATE @ g We won the Bronze Award in the Coconut  Chamber of Exporters of Sri Lanka (NCE)
_-,.‘..- e, et
i ) =

and Coconut Products Sector (Extra these prestigious awards recognize the
Large Category), at the 30" NCE Export outstanding performance and contribution
Awards. Organised by the National of the country’s top exporters.

Sri Lanka’s Most Respected
Food and Beverage Entity

Best Corporate Citizen 2022
Sustainability Awards 2022 We were ranked Sri Lanka's Most

. i Respected Food and Beverage Entity in
We swept the board at the Best Citizens, Sector Award — Manufacturing, LMD’s Most Respected Entities issue 2022
Corporate Citizen Sustainability Awards Triple Bottom Line Award — Environmental being among the Top 20 Most Respected '
2022, bagging six awards across many Sustainability (Planet), Category Award - Entities, out of over 100 renowned
categories, including Second Runner Up Environmental Integration, and Category corpora'tes across different industries.

— Best Corporate Citizen Sustainability Award - Financial Performance.
Award 2022, Top Ten Best Corporate

Nestlé Lanka PLC | Annual Report 2022
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SLIM-KANTAR
People’'s Awards 2022

Nescafé was voted the People’s Hot
Beverage Brand of the Year and Maggi was
voted the People’s Snack Brand of the Year

at the SLIM-KANTAR People's Awards
2022, reaffirming the love Sri Lankans have

for Nestlé products.

Nestlé Lanka PLC | Annual Report 2022

Sri Lanka’'s Most Valuable
Food and Beverage Brand 2022

We were ranked Sri Lanka’s Most Valuable
Food and Beverage Brand by the world'’s
leading brand valuation consultancy — Brand
Finance. Securing the 11t position out of 100
corporate brands, we recorded a 20% growth
in brand value in 2022 compared to 2021.

Sri Lanka’s Most Loved
Brands 2022

Three of our brands were ranked among
Sri Lanka’'s Most Loved Brands of the Year,
which covered a total of 140 brands from
diverse categories. Our flagship brand
Nestlé Nestomalt and Nestlé Milo were
ranked first and second respectively in

the Dairy Products — Malt Drinks category,
whilst Maggi was ranked second among
the leading brands in the Noodles and
Other Wheat category.

Global Performance
Excellence Award 2022

We won the Global Performance Excellence
Award 2022 - World Class, by the Asia
Pacific Quality Organization for our stringent
quality standards across the value chain.



Chairman’s
Message

In 2022, we accelerated our
growth and profitability amidst
extraordinary circumstances,
driven by the tremendous
effort and unwavering
determination of many

people, including our very
own employees, partners,

and stakeholders across and
beyond our value chain.

wa

-

Suresh Narayanan
Chairman

NESTLE LANKA PLC

Dear Shareholders,

2022 was a year like no other,

with new challenges experienced
with each passing day. This was
especially true for Sri Lanka, as the
country went through possibly one
of the most turbulent times in its
history and yet, | am proud to note
that we made significant progress
on our journey as a force for good.
Nestlé Lanka delivered strong
business results driven by the
tremendous effort and unwavering
determination of many people,
including our very own employees,
partners, and stakeholders across
and beyond our value chain.

Even through unprecedented
volatilities, we did not waver in our
commitment to Sri Lanka, towards
healthier families, empowered
communities, and a greener

planet. We continued to deliver
nutritious and high-quality food and
beverages to our valued consumers;
supported our employees, business
partners, and thousands of farmers
across the island by continuing

our operations amidst business
challenges; and accelerated our
efforts towards positively impacting
the environment, making progress
towards our net zero ambition. We
even furthered our investments in
Sri Lanka last year by expanding the
capacity of our Kurunegala factory,
helping us deliver more of our
world-class products to Sri Lankan
consumers.

As the world's largest food and
beverage company, we strongly
believe that there is much we

can do to support Sri Lankans in
these trying times. This is why

we embarked on our journey of
giving back to the country and its
people, as we have been doing

for the past 115 years, helping
various groups, including our value
chain partners as well as children
and communities in need. | am
grateful to organisations such as
the SOS Children’s Villages Sri
Lanka and Sarvodaya Shramadana
Movement which collaborated
with us in this journey and to all
our employees who came forward
to help in these efforts at a time
when it was needed the most. Your
empathy and compassion were
truly inspirational, and | thank you
for being exemplary, living Nestlé’s
values.

In 2022, we accelerated our
growth and profitability amidst
extraordinary circumstances. All
our business units performed well,
by adapting to the ever-changing
social and economic challenges
with agility and confidence. | am
especially proud of the progress
made by our exports team in
bringing in foreign currency to

the economy — which is much-
needed support. Accordingly, | am
delighted to announce that the
Board of Directors has approved an
interim dividend of Rs. 55.00 per
share and proposed a final dividend
of Rs. 75.00 per share, subject to
the approval of shareholders at the
upcoming Annual General Meeting.

| take this opportunity to thank our
employees, who are the heart of
our business and undoubtedly our

biggest strength. Our extraordinary
performance, recognition, and
achievements last year, is the result
of your genuine passion, endless
commitment, and admirable
perseverance to unlock the power
of food to enhance the quality of
life for everyone, today and for
generations to come. | would also
like to thank our stakeholders
across the value chain, from farm to
end-of-shelf-life, for their dedication
and contribution towards sustaining
our operations even amidst the
toughest of challenges. We are
grateful for your long-standing
partnerships and look forward to
strengthening them even further

in the upcoming years. We also
extend our heartfelt appreciation

to you, our shareholders, for
continuing to place your trust in us.

As we begin yet another
challenging year, we are committed
to doing our absolute best, not

only towards sustainable business
but to also continue our positive
contribution towards Sri Lanka

and its people through our
purpose-driven initiatives. We will
continue to work together with our
stakeholders in our journey of doing
good for families, communities, and
the planet, as we have for over 115
years.

Suresh Narayanan

Chairman

NESTLE LANKA PLC



Managing
Director’s
Review

Our priority last year, as it
has always been, was to
maintain our commitment
to Sri Lanka by ensuring

our consumers have access
to quality and nutritious
products, whilst also
delivering on our promise

of doing good for our
communities and the planet.

Joselito Avanceiia
Managing Director

NESTLE LANKA PLC

Dear Shareholders,

2022 proved to be one of the most
challenging years for Sri Lanka, with
the country facing one of its worst
socio-economic crises in history.
Everyone, from all walks of life,

was affected by the unprecedented
challenges experienced in different
fronts - severe fuel shortages,
power outages, social unrest, and
record-high inflation to name a few.
Regardless, | am proud to say that
we, as a team, were able to forge
ahead with confidence and courage
to overcome these challenges and
more, concluding the year with
extraordinary results. Similar to
preceding years, in 2022, we took
strides in our purpose of unlocking
the power of food and continued
our efforts of doing good for Sri
Lanka - towards creating healthier
families, empowered communities,
and a greener planet.

Our priority last year, as it has
always been, was to maintain

our commitment to Sri Lanka by
ensuring our consumers have
access to quality and nutritious
products, whilst also delivering on
our promise of doing good for our
communities and the planet. We
are happy to say that through the
collective efforts of our stakeholders
across the value chain and with the
constant support from authorities
and other institutions, we were
able to sustain our business,
continuously operating our factory
in Kurunegala, which allowed us

to make our products available

to consumers, whilst ensuring

our employees as well as the
communities we work with could
continue to earn a living amidst the
volatilities experienced.

As a company that has stood by
its stakeholders through good and
trying times for over 115 years, we
embarked on a series of projects
to give back to communities in this
hour of need. We took steps to
distribute ‘Nestlé Care Packages’
to over 3,500 staff attached to the
company'’s value chain partners
and over 240 stakeholders in our
dairy value chain to help them
navigate economic challenges.

We also collaborated with various
organisations for wider reach and
impact. Two of the most noteworthy
projects are our collaborations
with SOS Children’s Villages Sri
Lanka and Sarvodaya Shramadana
Movement, contributing towards
fulfilling the nutrition needs of
over 600 children, and distributing
food items through 25 Community
Food Banks respectively. | am also
proud to witness our employees
volunteering their time and rallying
together in solidarity, in our efforts
of giving back to Sri Lanka and
wish to offer my sincere gratitude
for the empathy and compassion
displayed.

| am proud to note that we did
remarkably last year, achieving
stellar results across all business
units through the agile decision
making of all teams. Our exports
business in particular achieved

a significant milestone last year,
recording its highest-ever recorded

revenue of Rs. 14.3 billion, also
contributing positively to the
economy through the inflow of
much-needed foreign currency. |
take this opportunity to applaud the
Nestlé Lanka family for adapting to
the ever-changing circumstances
and giving it their all to make a
difficult year extraordinary. Their
tenacity, hard work, and passion are
truly inspirational.

My Nestlé, My Sri Lanka

At Nestlé, sustainability is built into
how we do business, and we bring
this to life through our ‘Creating
Shared Value' agenda. Even amidst
challenging circumstances, we
continued our unwavering journey
towards a sustainable and resilient
Sri Lanka, by doing good for
families, communities, and the
planet, by leveraging our corporate
platform My Nestlé, My Sri Lanka.

Good for my family

In our efforts of doing good for
individuals and families, we
continued to nourish Sri Lanka by
ensuring on-shelf availability of our
products amidst the many business
challenges faced. We continuously
assessed local nutritional needs
and deficiency states, seeking
ways to strengthen the taste and
nutritional profile of our portfolio in
our efforts of delivering affordable
nutrition during this difficult time.
Through this, we were able to offer
833 million servings of products
enriched with micronutrients
deficient in the local diet. We also



Managing Director’s
Review

explored opportunities to use more
local, indigenous ingredients in our
products, helping reduce our import
dependency by 7% in 2022, which
in turn reduced our foreign currency
outflow.

We continued to inspire Sri Lankan
families to live healthier and happier
amidst challenging circumstances.
One such significant initiative is

our online service platform Nestlé
Family Club, which reached 2.6
million consumers with free health,
wellness, and fitness tips and a
range of recipes with a healthy
twist. Further, our Nestlé Choose
Wellness Nutri-Corner provided

free personalised nutritional advice
from expert nutritionists, including
BMI checks and health assessments
to over 4,500 consumers, offering
them much-needed support at a
time when most neglected their
health. Our purpose-driven brands,
especially Nestlé Nestomalt and
Nestlé Milo, also continued their
collaborations with Government
authorities to conduct national level
sporting events, to power Sri Lankan
athletes, support grassroot sports,
and encourage an active lifestyle
among children and youth.

Good for my community

In our efforts of doing good for
communities, we continued to
work closely with local dairy and
coconut farming communities,
paying out Rs. 3.6 billion and

Rs. 6.8 billion respectively to the
local dairy and coconut industries in
2022, helping rural families sustain

their livelihoods during volatilities.
We are proud to be one of the

only companies who continued to
purchase fresh milk from all and
any farmer who approached us
during the pandemic and economic
volatilities, despite our requirement.
We also continued to support

the beneficiaries of our Nestlé
Coconut Plan, which is conducted
in collaboration with the Coconut
Cultivation Board of Sri Lanka to
help the country be self-sufficient in
coconut cultivation.

Despite the many business
challenges faced last year, we
continued our initiatives towards
nurturing the country’s future
generation — our youth, by
conducting our Nestlé Needs
YOUth programme, helping improve
employability and empowering their
journey towards a successful career.
Accordingly, we were able to reach
over 10,800 aspiring professionals
through both in-person and digital
platforms. As a company that
celebrates diversity and inclusion,
we take great effort to ensure equal

opportunities across our value chain.

Towards this end, we extended
paternity leave to four weeks

last year to ensure that our male
employees also have ample time to
adapt to their new role of being a
father.

Good for my planet

Although times were tough, we
made sure to also continue our
efforts of doing good for the planet
as we understand the importance

of stewarding resources for the
future. We accelerated our journey
towards net zero while striving to
advance regenerative food systems
at scale. Working from farm to table,
we ensured that we progressed

in our commitments and that our
operations have a positive impact
on the environment. A significant
milestone in this journey was the
completion of the carbon footprint
verification for our upstream coconut
value chain from farm to our factory,
from the Sri Lanka Climate Fund.
We are proud to be the first in

the local industry to receive this
verification for the coconut value
chain, which would help us further
reduce green house gas emissions
in the coming years.

We also conducted several
initiatives towards tackling plastic
pollution, which is an imminent
global issue. By 2022, 78% of our
packaging by weight was designed
for recycling and we progressed

in strengthening collection and
recycling infrastructure, working
together with Government and
corporate partners. We also
continued our efforts to galvanise
behavioural change towards caring
for our planet through the Schools
Waste Management Programme,
conducted in collaboration with the
Ministry of Education and the Central
Environment Authority. We are
delighted to note that we were able
to donate waste management units
to over 200 schools across the island,
teaching over 350,000 students the
importance of responsible disposal
for a better future.

It was truly motivating to be
recognised as a ‘Force for Good' in
appreciation of our efforts towards
a sustainable and resilient Sri
Lanka, amidst the challenges we
faced last year. We took home six
awards at the Best Corporate Citizen
Sustainability Awards 2022, widely
considered Sri Lanka’s highest
corporate honour, including Second
Runner Up - Best Corporate Citizen
Sustainability Award 2022 and Top
Ten Best Corporate Citizens. It was
a delight to be named Sri Lanka's
Most Respected Food and Beverage
Entity in 2022 as well as Sri Lanka’s
Most Valuable Food and Beverage
Brand 2022, with three of our
brands — Nestlé Nestomalt, Nestlé
Milo, and Maggi — being ranked
among the Most Loved Brands of
the year. Nescafé was voted the
People’s Hot Beverage Brand of
the Year and Maggi was voted the
People’'s Snack Brand of the Year at
the SLIM-KANTAR People’s Awards
2022, reaffirming the love Sri
Lankans have for Nestlé products.
Testament to our world-class quality
standards, we were recognised at
the Global Performance Excellence
Award 2022 as well.

Our extraordinary performance
and noteworthy positive impact
last year would not have been
possible if not for the contribution
of each of our stakeholders across
the value chain. Their resilience,
strength, and unwavering
commitment to achieve these
results is truly commendable. We
are grateful for your collaboration
and commitment in making Nestlé

Lanka stronger during the most
challenging of times. | also extend
my heartfelt appreciation to you, our
shareholders, for continuing to place
your trust in Nestlé and for rallying
with us.

Our achievements in 2022 reflect
our strength as a team and our
ability to come out stronger and
better even during the most difficult
of times. | am confident that we

will be able to weather any storm
that may come our way in 2023.
Let’s work together for good, for
our families, communities, and the
planet.

Joselito Avanceia

Managing Director

NESTLE LANKA PLC
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Board of
Directors

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

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

Suresh Narayanan

is the Head of Nestlé in South Asia, which includes India,
Sri Lanka, Bangladesh, Nepal, Bhutan, and Maldives. He
was appointed as a Non-Executive Director and Chairman to
the Board of Nestlé Lanka PLC on 16 October 2015. Suresh
joined Nestlé in 1999 as Executive Vice President — Sales

in India. He moved to Nestlé Indochina (which included
Thailand, Cambodia, Myanmar, Laos, and Vietnam) in 2003
as Executive Director for Sales, Marketing and Foodservices
for the region. Two years later, he returned to Nestlé India
as Head of Sales. In 2008, he was appointed Managing
Director of Nestlé, Singapore. He was awarded the Medal
of Commendation by the Government of Singapore,

for sustaining growth amidst economic downturn in

the country. In 2010, he was appointed Head of NEAR
(Northeast Africa Region) for Nestlé.

His last post before moving to his current role in the South
Asian Region was Chairman and CEO of Nestlé Philippines.
He holds a Master’s Degree in Economics from the

Delhi School of Economics and a Diploma from the IMD
Executive Development programme in Switzerland. He

has also participated in Nestlé's Leadership Programme

at the London Business School. Suresh has over 30 years
of experience in the FMCG industry. In addition to Nestlé,
his vast career includes a number of senior management

positions in Unilever and Colgate Palmolive.

Joselito (Jason) Avanceria

is the Managing Director of Nestlé Lanka PLC, effective
01 October 2021. He is responsible for the management
of Nestlé’s operations both in Sri Lanka and the
Maldives. He was appointed as Market Head of Nestlé
Pakistan and Afghanistan effective 01 March 2023.
Subsequent to this appointment, Jason has tendered

his resignation as Managing Director with effect from 28
February 2023.

Jason has been appointed as Market Head of Since
joining Nestlé Philippines in 1995, Jason has over

25 years' experience with Nestlé in the Philippines,
Indonesia, Switzerland, and Pakistan, with a strong
background in Dairy and Nutrition. Prior to taking

over the reins at Nestlé Lanka, Jason’s most recent
positions were as Business Executive Officer (BEO) for
the Nutrition and Dairy businesses in Nestlé Pakistan
and Afghanistan, where he steered significant business
acceleration via portfolio management, innovation,
digital excellence, and strong team development. He
holds a Master’s Degree in Business Administration
from Fordham University Graduate School of Business,
New York, USA, and a Bachelor of Science degree

in Applied Economics from De La Salle University,
Philippines.

Bernhard Stefan

is appointed as the Managing Director of Nestlé
Lanka PLC with effect from 01 March 2023 and will
be succeeding Jason assuming responsibilities of the
management of Nestlé’s operations both in Sri Lanka
and the Maldives.

Bernhard Stefan who is currently Zone Deputy Greater
China began his career with Nestlé Waters in France
twenty-two years ago working in M&A. He took on
various roles with increasing responsibility in the
Waters business in the UK, Germany, and Switzerland,
eventually becoming Country Business Manager, Nestlé
Waters Direct in Germany in 2007.

A year later he moved to Australia to become Head of
Route Sales and Operations for Nestlé Peters Ice Cream,
a role he held for more than four years before moving to
the Greater China Region in 2012 to lead Strategy and
Business Development from 2012. In 2017 he returned
to Switzerland as a Regional Manager for Zone AOA,
supporting Greater China, South Asia Region and Nestlé
Pakistan, and leading Marketing, Sales and eCommerce
for the Zone and Ice Cream.

When Zone Greater China was created a year ago
Bernhard joined the team as Zone Deputy. Bernhard's
breadth of experience and his extensive knowledge of
the SAR region, its challenges and opportunities, will no

doubt help him to navigate successfully in his new role.
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Kumudu Dias

was appointed as the Director - Finance & Control of
Nestlé Lanka PLC, effective 01 November 2021.

Kumudu is an Associate Member of CIMA (ACMA,
CGMA), a passed finalist of CIM and holds a MBA from
the Postgraduate Institute of Management, University of
Sri Jayewardenepura. Her career at Nestlé spans over 23
years. She joined Nestlé in 1999 as an Accountant and
subsequently took on more responsibilities within the
Management Accounting Department, to become the
Head of Management Accounting in 2004. In 2013, she
completed a mission assignment in Nestlé South Korea,
during which her diligence contributed to the successful
creation of a Joint Venture between Nestlé and Lotte.

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




Board of Directors

David Steven McDaniel

is the Director - Finance & Control and Chief Financial
Officer of Nestlé India Limited. He was appointed as a
Non-Executive Director of Nestlé Lanka PLC effective
01 March 2020. He was appointed as Head of Finance
& Control for Nestlé Japan effective 01 March 2023.
Subsequently he tendered his resignation from the
Board of Directors of Nestlé Lanka PLC with effect from
28 February 2023.

David is a Chartered Management Accountant. He has
over 25 years of rich experience in the Finance & Control

division and has held senior management positions in

various countries during his career with the Nestlé Group.

Prior to taking his stint in Nestlé India and Sri Lanka,
David was the Chief Financial Officer of Nestlé UK &
Ireland for four years. He has held a number of roles

in Asia, including Division Director - Finance & Control
for Nestlé Korea, Head of Finance & Control in Nestlé
Indochina, and a number of other positions in Nestlé
China. David was also Head of Financial Services for
the Nestlé Global Business Services Organization at the

company'’s global headquarters in Switzerland.

Svetlana (Sveta) Boldina

is the Director - Finance & Control and Chief Financial
Officer of Nestlé India Limited. She was appointed as a
Non-Executive Director of Nestlé Lanka PLC effective 01
March 2023, succeeding David.

Sveta joined Nestlé Russia in 1998, where she
subsequently took on roles with increasing
responsibilities in accounting and reporting, tax planning
and optimization. She also served as Chief Accountant
in the initial years of her career. Sveta has also taken on
various roles including Corporate Controller for Business
Controlling & Planning, Country Controller for Nestlé
Bulgaria and Head of Finance & Control for Nestlé Czech
& Slovak. Prior to taking on her current position Sveta
was the Head of Finance & Control for Nestlé Indonesia,
where she has contributed significantly towards
effective business decisions, as well as developing and
shaping up a professional finance and ISIT teams. Sveta
has displayed strong functional capabilities, combined
with leadership and drive to achieve business outcomes,
active stakeholder management and in ensuring robust

co-piloting.
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Ranjan Seevaratnam (Late)

was an Independent Non-Executive Director since 2007,
and the Chairman of the Audit Committee and Related
Party Transactions Review Committee until 09 June 2022.

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

active carbon.

Yt

Mahen Dayananda

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

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

President of the Sri Lanka - Japan Business Council.
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Dian Gomes

is an Independent Non-Executive Director with effect
from 17 March 2017. He commenced his career at
KPMG in 1977 and was the General Manager of the May
Corporation (USA) in Sri Lanka before embarking on his

over 25-year career in the apparel industry.

Dian is a Fellow Member of the Chartered Institute of
Management Accountants (UK), the Association of
Chartered Certified Accountants (UK) and Certified
Practicing Accountants (Australia). He received his
Executive Education at Wharton, Ashbridge and
Harvard Business Schools and was the President of
the Chartered Institute of Management Accountants
(UK), Sri Lanka Division, in 2001/2002. He is also the
Honorary Consul of Georgia in Sri Lanka. He is the
former Chairman of Hela Clothing (Pvt) Ltd. and former
Managing Director of MAS Intimates (Pvt) Ltd, and a
Group Director of MAS Holdings (Pvt) Ltd.

His versatile interests saw him take over as President
of the Boxing Association of Sri Lanka from 2004-2009
and from 2017 to date. He is also a Board Director of
both the International Boxing Association (IBA) and
the Asian Boxing Confederation (ASBC). Dian served
as a Commission Member of the Public Services
Commission of Sri Lanka from 2020-2022. He was
conferred the national title of “Sri Lanka Sikhamani” by
the Government of Sri Lanka in 2019.

Reyaz Mihular

was appointed as Independent Non-Executive Director with effect
from 16 March 2022. Subsequent to the retirement of Mr. R
Seevarathnam with effect from 09 June 2022 he was appointed
Chairman of Audit Committee, Related Party Transactions Review
Committee and Member of the Remuneration Committee.

Reyaz is a Past President and Fellow Member of the Institute

of Chartered Accountants of Sri Lanka and is a Fellow Member
of the Chartered Institute of Management Accountants (CIMA)

- UK. He also served as the Chairman of the CIMA Sri Lanka
Division during the year 2013. Reyaz has completed International
Executive Education programmes at INSEAD, France, Harvard
Business School and the London Business School, UK.

He was the Managing Partner of KPMG Sri Lanka & Maldives
and was the Chairman of KPMG's Middle East & South Asia
(MESA) Regional Cluster during the period 01 October 2018 to
30 September 2021. Reyaz previously served a term as the Chief
Operating Officer of the MESA regional office. He previously
served on KPMG's Europe Middle East & Africa (EMA) Board and
on the Global Council of KPMG International.

Reyaz served as a Board Member of the International Accounting
Standards Committee (IASC) for a 5-year term from July 1995 to
December 2000. Subsequently he served on the IASC's Standing
Interpretations Committee for a year and as a Member of the
IFRS Advisory Council of the International Accounting Standards
Board for a 5-year period. He also served as a member of the
International Ethics Standards Board for Accountants (IESBA) for
a six-year term from January 2013-December 2018. He is the
Chairman of Bairaha Farms PLC and Reyaz is currently a Non-
Executive Director of Agility Innovation (Pvt) Ltd.

Keerthi Pathiraja
Company Secretary

is an Attorney-at-Law, admitted to the Bar in 2004. He

holds a Masters Degree in International Business Law

and a Masters Degree in Business Administration. He was
appointed the Company Secretary to Nestlé Lanka with effect
from 01 January 2016, prior to which he was the Head of
Legal and Board Secretary at Laugfs Group of Companies.

He also functions as the Secretary to the Audit Committee,
Remuneration Committee, Related Party Transactions

Committee and Assistant Director - Legal.
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11. Aksharee Goyel — Category Marketing Head — Foods 06. Bernhard Stefan — Managing Director (Appointed w.e.f. 01.03.2023) 16. Lakshika Weeramundage — Senior Brand Manager — Cereal Partners Worldwide
12. Pierre-Emmanuel Morin — Director — Technical 07. Ruwan Welikala — Director — Dairy 17. Vivek Upadhyaya — Assistant Director — Consumer & Customer Insights

13. Maduranga Perera — Country Business Manager — Nestlé Professional 08. Radhini de Costa — Assistant Director - Communications 18. Madhu Siriwardana — Head of Healthcare Nutrition

01. Bandula Egodage - Vice President — Corporate & Regulatory Affairs
02. Enoca Sirimanne — Director — Human Resources
03. Tharinda Jayasundera — Director — Nutrition

04. Kumudu Dias - Director - Finance & Control 14. Keerthi Pathiraja — Assistant Director — Legal/Company Secretary 09. Panchadcharam Sathiyenthra - Director — Supply Chain 19. Anchana Ramalingam - Senior Brand Manager — Coffee
05. Jason Avancefia — Managing Director (Resigned w.e.f. 28.02.2023) 15. Dishan Wijayawardena — Head of Exports 10. Jagath Wedage - Director - Sales
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Good
For My

Manufacturing over 90% of

our products sold in Sri Lanka

at our factory in Kurunegala,

we strive to offer tastier and
healthier products which address
local nutritional needs from early
childhood to old age.
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Nutrition, education, and physical
activity are key to ensuring
healthier and happier families.
Towards this end, we conduct
initiatives together with our
purpose-driven brands and
Government authorities, to

offer free advice on health and
wellness and create national
platforms for Sri Lankan athletes.

reached via Nestlé Family Club

reached via Nestlé Choose
Wellness Nutri-Corners

reached via sporting events
conducted by Nestlé
Nestomalt & Nestlé Milo



Nestlé Lanka complies with the highest standards of best
practices of corporate governance. The Board has adopted
the Nestlé Corporate Business Principles, which guide

the conduct of Nestlé employees in their dealings with
customers, suppliers, and others, ensuring high standards of
integrity in its business.

The main objectives of the Compliance Committee are as follows;

To sustain a ‘compliance’ culture that enables good

business decisions.

To ensure that the Company is compliant with local
legislation, Nestlé Corporate Business Principles,
Nestlé Code of Business Conduct, Nestlé Insider
Trading Policy, and other policies as issued by the

Nestlé Group from time to time.

To ensure independence of processes in addressing

any compliance related matter

Auditors

At the 41st Annual General Meeting
of Nestlé Lanka PLC, held on

9th June 2022, the shareholders
re-appointed Ernst & Young as

the Company’s Auditors and
authorised the Directors to fix their
remuneration. The independent
Auditors conducted the annual audit
for the year ended 31 December
2022 in order to form an opinion on
the Financial Statements. Their report
on the Financial Statements is given
on pages 65 to 69.

Audit, Remuneration and
Related Party Transactions
Review Committee

The Audit Committee Report on
pages 46 and 47, the Remuneration
Committee Report on page 48 and
Related Party Transactions Review
Committee Report on pages 49

and 50 to detail the functions and
responsibilities of the respective
Board Sub-Committees.

Internal Controls

In addition to the statutory
requirements for an external audit,
Nestlé Lanka PLC complies with

best practices as laid down by

the Nestlé Group. To ensure such
conformity, the Company conducts
regular reviews and is also monitored
by multi-tiered audits conducted

by the Group's International and
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To devise a proper system to ensure compliance

with the provisions of all applicable laws and

Committee.

internal controls and that such systems are
operating effectively.

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

The Committee meets quarterly and the Chairman

of the Committee periodically reports to the Board,
if necessary, on the status of compliance.

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 Director -
Finance & Control whilst also being
accountable to the Managing Director
and the Audit Committee of the
Company.

Risk Management

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

Strict compliance with local laws.
Clear accountability and active
management leadership.
Behavioural-based safety
management.

Credible market and site safety
organisation.

Appropriate, systematic hazard
assessments.

Technical standards for design,
construction, operation and
maintenance.

Emergency and contingency
planning to minimise the impact of
incidents.

Security management to protect
products and assets.

Employee Relations

One of our greatest assets is our
employees. It is critical to our
success to attract, retain, develop,
and motivate the best people with
the right capabilities at all levels

of our operations. We review our
employee policies regularly and are
committed to investing in training
and development. We also carry out
succession planning to ensure that
the future needs of the business

are considered and provided for.
There are clear processes for
understanding and responding to
employees’ needs through Human
Resource initiatives, staff surveys, and
regular communication of business
developments.

Shareholders

Nestlé Lanka PLC aims to ensure that
shareholders have access to relevant,
up-to-date and consistent financial
and non-financial information
pertaining to the Company. The
Annual Report and quarterly Financial
Statements provide shareholders

as well as prospective investors the
required information to assess the
Company's performance.




Corporate Governance Reporting

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

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

Section Subject Applicable Rule Compliance Details
Status
7.10.5 (c) Disclosure in the Annual  Names of the Directors in the Compliant Please refer page 48 of
Report Remuneration Committee the Annual Report
A Statement of the Remuneration Policy
The aggregate remuneration paid to Compliant Please refer page 104 of

Executive and Non-Executive Directors

the Annual Report

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

Section Subject Applicable Rule Compliance | Details
Status
7.10.1 (a) Non-Executive Directors Two or at least one-third of the total Compliant Five out of seven Directors
number of Directors should be Non- are Non-Executive
Executive Directors Directors
7.10.2 (a) Independent Directors Two or one-third of the Non-Executive Compliant Three of five Non-
Directors (whichever is higher) should be Executive Directors are
independent independent
7.10.2 (b) Independent Directors Each Non-Executive Director should Compliant The three Non-Executive
submit a declaration of independence/ Independent Directors,
non-Independence in the prescribed and two Non-Executive
format Directors have submitted
to the Company
declaration in the
prescribed format
7.10.3 (a) Disclosure relating to Determination of Independent Directors Compliant Please refer page 42
Directors and their names should be disclosed in of the Annual Report
the Annual Report
7.10.3 (b) Directors do not qualify  The qualification not met under Rule Compliant Please refer page 42
as independent but are  7.10.4 of the CSE Listing Rules and the of the Annual Report
specified by the Board basis for determining the Director to be
as independent independent
7.10.3 (c) Brief resume of each A brief resume of each Director should be  Compliant Please refer pages 30 to

Director in the Annual
Report

included in the Annual Report, including
the areas of expertise

34 of the Annual Report

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

Section Subject Applicable Rule Compliance Details
Status
7.10.6 (a) Composition of the Shall comprise Non-Executive Directors, a Compliant
Audit Committee majority of whom shall be independent
The Chairman of the Committee shall be a Compliant
. . Please refer page 46 of
Non-Executive Director
the Annual Report
The Chairman or a member should be Compliant
a member of a professional accounting
body
7.10.6 (a) Audit Committee A listed company may be permitted to Not applicable The parent company is
and have the same Audit Committee if the not listed in Sri Lanka.
7.10.6 (c) parent company is also listed As such, a separate
Audit Committee has
been formed
7.10.6 (b) Functions of the Audit Should be detailed as per 7.10.6 (b) of the Compliant Please refer page 46 of
Committee Listing Rules the Annual Report
7.10.6 (c) Disclosure in the Names of the Directors in the Audit Compliant
Annual Report Committee
The basis of determination of the Compliant Please refer pages 46 to
Auditor’s independence 47 of the Annual Report
A report of the Audit Committee as per Compliant

section 7.10.6 (c) of the Listing Rules

Section Subject Applicable Rule Compliance Details
Status
7.10.5 (a) Composition of Shall comprise Non-Executive Directors,a Compliant
tge ReTtuneration majority of whom shall be independent Please refer page 48 of
ommittee
The Chairman of the Committee shallbe ~ Complaint the Annual Report
a Non-Executive Director
7.10.5 (a) Remuneration A listed company may be permitted to Not The parent company is
Committee have the same Remuneration Committee  Applicable not listed in Sri Lanka.
if the parent company is also listed As such a separate
Remuneration Committee
has been formed
7.10.5 (b) Disclosure of the The Remuneration Committee shall Compliant Please refer page 48 of
Functions of the recommend the remuneration payable to the Annual Report
Remuneration the Board and Executive Officers
Committee
Nestlé Lanka PLC | Annual Report 2022
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Report of the
Audit Committee

The Committee, appointed by the
Board of Directors, comprised

the following members as at 31
December 2022. Ranjan Seevaratnam
(retired with effect from 09 June
2022), Reyaz Mihular (appointed

with effect from 16 March 2022),
Mahen Dayananda and Dian Gomes
who are Non-Executive Independent
Directors, and David Steven McDaniel
who is a Non-Executive Director, are
the members of the Audit Committee.
The Committee was chaired by
Ranjan Seevaratnam until 09 June
2022, 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, until his resignation. Post
retirement of Mr. Ranjan Seevartnam,
Mr. Reyaz Mihular who is a past
President and fellow member of the
Institute of Chartered Accountants

of Sri Lanka and Chartered Institute
of Management Accountants

(CIMA) — UK and Managing Partner
of KPMG Sri Lanka & Maldives took
over as Chairman of the Committee.
Dian Gomes and David Steven
McDaniel are also qualified Chartered

Management Accountants. In
discharging its responsibilities, the
Audit Committee has unrestricted
access to the Company's
management, books and records.

The Committee supports the Board

of Directors in its supervision of
financial controls through a direct link
to Ernst & Young (External Auditors),
Nestlé Lanka Internal Auditors and
the Nestlé Group Auditors. The Nestlé
Group Auditors are a world-class
audit department. They provide value-
added assistance to top management
in Nestlé's international headquarters
and across the markets.

The Company'’s Internal Audit team
regularly updates the Committee

on the progress of internal audits
carried out during the relevant period.
The Audit Committee’s main duties
include the following:

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

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

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

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

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

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

Pages 32 to 34 of this Annual

Report displays the profiles of the
members of the Audit Committee.
The members of the Audit Committee
have the requisite financial
knowledge and business acumen to
carry out their roles effectively and
discuss matters that come within
their purview independently and
professionally.

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

Attendance

Attendance by

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

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

The External Auditors’ Letter of
Engagement, including the scope

of the audit, was reviewed, and
discussed by the Committee with the
External Auditors and management
prior to the commencement of

the audit. The External Auditors

kept the Committee advised on an
on-going basis regarding matters

of significance that were pending
resolution. The Committee is satisfied
that the independence of the External
Auditors has not been impaired

by any event or service that gives
rise to a conflict of interest. Due
consideration has been given to

the nature of the services provided
by the Auditors and the level of
audit and non-audit fees received

by the Auditors from the Company.
The Committee also reviewed the
arrangements made by the Auditors
to maintain their independence and
confirmation has been received from
the Auditors of their compliance
with the independence guidance
given in the Code of Ethics of the
Institute of Chartered Accountants of
Sri Lanka. The Audit Committee has
assessed, evaluated, and reviewed
the effectiveness of the independent
performance of the external Auditors
Ernst & Young.

Reyaz Mihular

Chairman, Audit Committee
NESTLE LANKA PLC

20 February 2023

invitation
Yes v [No x Yes v [No x
Date Ranjan Reyaz Mihular Mahen Dian David Managing | Director -
Seevaratnam . . Dayananda Gomes Steven Director Finance &
(Appointed with effect McDaniel Control
(Retired with effect from 09 June 2022)
from 09 June 2022)
18.02.2022 v x v v v v v
11.05.2022 v v v x v v v
29.07.2022 x v v v v v
31.10.2022 x v v v v v v
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Report of the

Remuneration Committee

The Remuneration Committee was
appointed by the Board of Directors
with the aim of recommending

the remuneration payable to the
Executive Directors and Chief
Executive Officer of the Company. The
Committee comprises three Non-
Executive Directors; namely Mahen
Dayananda, Ranjan Seevaratnam
(Retired with effect from 09 June
2022), Reyaz Mihular (appointed
with effect from 16 March 2022)

all of whom are Independent Non-
Executive Directors, and Suresh
Narayanan, who is a Non-Executive
Director. Mahen Dayananda is the
Chairman of the Committee.

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

The Committee is assisted by the
Director - Finance & Control and
Director - Human Resources in

providing relevant information. The
remuneration packages are linked
to individual performances and

are aligned with the Company’s
remuneration policy. The Committee
makes every attempt to maintain the
policy whilst attracting and retaining
talent.

The members of the Committee
met as and when necessary.

During the year under review,

the Committee met on 11 May
2022 and 31 October 2022 with

all members being present. The
Managing Director of the Company,
together with the Director - Finance
& Control, and Director - Human
Resources, attended the said
meetings by invitation. The Company
Secretary attended these meetings
in the capacity of Secretary to the
Committee.

Upagananda

Mahen Dayananda

Chairman,
Remuneration Committee

NESTLE LANKA PLC
20 February 2023
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Report of the Related Party
Transactions Review Committee

The Related Party Transactions
Review Committee, appointed by
the Board of Directors, comprised
the following members; namely
Ranjan Seevaratnam (retired with
effect from 09 June 2022), Reyaz
Mihular (appointed with effect from
16 March 2022), Mahen Dayananda
(all of whom are Non-Executive
Independent Directors) and Kumudu
Dias, Director - Finance & Control of
the Company. The Committee was
chaired by Ranjan Seevaratnam until
his retirement on 09 June 2022,
who was 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. Post retirement of Mr. Ranjan
Seevaratnam, Mr. Reyaz Mihular
who is a past President and fellow
member of the Institute of Chartered
Accountants of Sri Lanka and
Chartered Institute of Management

Accountants (CIMA) — UK and
managing partner of KPMG Sri Lanka
& Maldives, took over as Chairman

of the Committee. In addition, the
Managing Director and the Head of
Financial Accounting & Reporting
attend meetings by invitation and
the Company Secretary serves as the
Secretary to the Committee.

The objectives of the Committee

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

The functions of the Committee, in
terms of Section 9 of the Listing Rules
of the Colombo Stock Exchange

and the Code on Related Party
Transactions, issued by the Securities
and Exchange Commission of Sri
Lanka (Code), are as follows:

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

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

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

» Establish guidelines for senior
management to follow in its
ongoing dealings with Related
Parties.

» Review and assess, on an
annual basis, the transactions
for compliance with Committee
guidelines.

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

Date Attendance Attendance by invitation
Yes v [No x Yes v [No %
Ranjan Seevaratnam Reyaz Mihular Mahen Kumudu Managing Head of
(Retired with effect from (Appointed SEVEIENLE 26 2] AFlnanc:.a :
09 June 2022) with effect from 16 &°°°““ ing
March 2022) sG]
12.01.2022 v x v v v x
18.02.2022 x v v v v
11.05.2022 v v v v v v
29.07.2022 x v v v v v
31.10.2022 x v v v v v
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Report of the Related Party
Transactions Review Committee

Committee recommendations were
communicated by the Chairman

of the Committee to the Board of
Directors at Board Meetings every
quarter.

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

The Committee confirmed that all the
Recurrent and Non-Recurrent Related
Party Transactions, incurred during
the year ended 31 December 2022
and estimated transactions for the
year 2023, were at arm'’s length and
in compliance with the Listing Rules.
The Committee further confirmed
that all the Recurrent Related Party
Transactions incurred during the
year ended 31 December 2022 and
estimated transactions for the year
2023 were of a revenue or trading
nature, which were necessary

for day-to-day operations of the
Company, where terms were not
favourable to respective related
parties. Accordingly, the Committee
recommended to the Board to resolve
at the meeting held on 20 February
2023, that all the Recurrent Related

Party Transactions incurred during
the year ended 31 December 2022
and estimated transactions for the
year 2023, shall not fall within the
ambit of Related Party Transactions
Rules as per provisions of Section
9.5(a) of the listing rules, and the
Board approved the same at their
meeting held on 20 February 2023.

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

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

Reyaz Mihular

Chairman,
Related Party Transactions
Review Committee

NESTLE LANKA PLC
20 February 2023
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Annual Report of the Directors
on the Affairs of the Company

The Directors of Nestlé Lanka PLC
take pleasure in presenting to the
shareholders the Annual Report
together with the audited Financial
Statements for the year ended 31
December 2022 and the Auditors’
Report thereon.

Board of Directors

Suresh Narayanan, Jason Avancefia
(resignation with effect from
28.02.2023), Bernhard Stefan
(appointed with effect from
01.03.2023), Kumudu Dias, David
Steven McDaniel (resignation with
effect from 28.02.2023), Svetlana
(Sveta) Boldina (appointment with
effect from 01.03.2023), Mahen
Dayananda, Ranjan Seevaratnam
(retired with effect from 09.06.2022),
Dian Gomes, and Mohamed Reyaz
Mihular (appointed with effect from
16.03.2022) are the Directors of the
Company.

Jason Avancefia, Managing Director
has tendered his resignation from the
Board with effect from 28 February
2023 and Bernhard Stefan was
appointed as Managing Director to
the Board with effect from 01 March
2023, and shall offer himself for
re-election by the shareholders in
terms of Article 64 of the Articles of
Association of the Company at the
preceding Annual General Meeting.

Svetlana (Sveta) Boldina appointed
with effect 01 March 2023 shall
offer herself for re-election by the
shareholders in terms of Article 64
of the Articles of Association of the
Company at the preceding Annual
General Meeting.

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

Mahen Dayananda will retire
pursuant to Section 210 of the
Companies Act No. 7 of 2007, as he
attained the age of 76 years on 19
June 2022. Resolutions, in terms of
Section 211, to the effect that the age
limit of 70 years referred to in Section
210 of the Companies Act shall not
be applicable to Mahen Dayananda
for re-election, will be proposed at
the forthcoming Annual General
Meeting, in order to re-elect Mahen
Dayananda.

Review for the Year

The Chairman’s Message and
Managing Director’s Review on pages
18 and 20 highlight the Company'’s
affairs and the performance of the
period under review.

Results and Dividends

The profit achieved by the Company
on a Revenue of Rs. 73.7 Bn, after
provisioning for all known liabilities
and depreciation on Property, Plant
and Equipment, but before taxation,
amounts to Rs. 7.9 Bn. After deducting
a sum of Rs. 1.8 Bn as income tax, the
net profit was Rs. 6.1 Bn.

The Statement of Profit or Loss and
Other Comprehensive Income for the
year is given on page 70.

The Directors of Nestlé Lanka PLC
declared an interim dividend of Rs.
55.00 per share which will be paid

to the Shareholders of the Company
on 09 March 2023 via bank transfers
and on 22 March 2023 via cheques.
The Directors also were pleased to
recommend a final dividend of Rs.
75.00 per share, payable on 13 June
2023 via bank transfer and 26 June
2023 via cheques, subject to the
approval of the shareholders at the
upcoming Annual General Meeting
scheduled to be held on 05 June
2023.

Stated Capital

The stated capital of the Company as
at 31 December 2022 amounts to Rs.
537,254,630.

Activity

Having started its operations in 1984,
today, Nestlé Lanka's state-of-the-art
factory in Kurunegala manufactures
over 90% of Nestlé products sold in
Sri Lanka, employing strict quality
controls. Its portfolio comprises
some of the country’s most loved
brands, from global icons like MILO
and MAGGI to local favourites like
NESTOMALT, all which benefit

from Nestlé's R&D network, global
expertise in nutrition, and stringent
quality control procedures.

To help address the deficiencies of
certain nutrients in the local diet,
Nestlé delivered 833 million servings
of micronutrient enriched food

and beverages in 2022. Nestlé’s
service platform Nestlé Family Club
continued to support and inspire
approximately 2.6 million consumers
to lead a healthy and an active life
by offering free health, wellness and
fitness tips and a range of recipes
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with a healthy twist. During 2022 over
4,500 people were given free health
checks and nutritional counselling

In 2022, Nestlé accelerated its
efforts towards net zero by actioning
several initiatives together with its

Suresh Narayanan

» Transactions with affiliates or
related parties. Disclosed in Notes

Mahen Dayananda - No transaction with affiliates

Directorships and dealings with other Companies

through its offline and online stakeholders across the value chain 17, 24 and 25 to the financial Company Position . Balance (due to)/
Choose Wellness, Choose Nestlé from farm to fork, progressing statements. (Procurement) from as at 31.12.2022
programmes. Nestlé's purpose-driven  towards its 2050 ambition. Further, during the year 2022 | (Rs.000s)
brands, especially NESTOMALT and following the switch to paper straws Jason Avanceiia e
MILO, supported multiple sporting in 2021, last year, the Company took » (Resigned w.e.f. 28.02.2023) Total Tea Concepts (Private) Ltd. Chairman No Nil
events over the last year, providing measures to further strengthen the Transactions with affiliates or Indo Asia Teas (Pvt) Ltd. Chairman No Nil
a platform for Sri Lanka's youth and collection and recycling infrastructure related parties. Disclosed in Notes Pegasus Hotels of Ceylon PLC Director No Nil
school children to showcase and for aseptic beverage cartons together 17. 24 and 25 to the Financial
! Bukit Darah PLC Director No Nil

develop their skills whilst encouraging
physical activity.

The Company continued to support
local communities in 2022 by paying

with select public and private
institutions. The Schools Waste
Management Programme, conducted
in collaboration with the Ministry of
Education and Central Environment

Statements.

Bernhard Stefan

» (Appointed w.e.f. 01.03.2023)
No Transaction with Affiliates for

Ranjan Seevaratnam (Retired with effect from 09 June 2022) - No transaction with affiliates

Directorships and dealings with other companies

out Rs. 3.6 Bn to approximately Authority, was also expanded in 2022 the period under review Company Position Transaction Balance (due to)/
12,000 local dairy farmers for to reach approximately 350,000 ' g:;::ic;ugrcte:;e;:;r 2022 :ch;r?Og;:)t 31.12.2022
the purchase of fresh milk and students in over 200 schools across Kumudu Dias (Rs.’000s)
Rs. 6.8 Bn to approximately 8,000 the country, creating awareness on ) ) -
local coconut farmers for the responsible disposal. » Transactlon§ W'th afﬁllates' or Acme Printing & Packaging PLC Non-Executive Director No Nil
purchase of fresh coconuts. In related parties. D|scIo§ed |n.Notes Lanka Aluminium Industries PLC Non-Executive Director No Nil
addition, the Nestlé Coconut Plan, Last but not least, it continued to be ;Z;tii]zzfszs to the Financial Tokyo Cement Lanka PLC Non-Executive Director No Nil
conducted in.par.tnership with the recognised as a force for good' Yvith a ’ The Colombo Fort Land & Investments PLC  Non-Executive Director No Nil
foc:()nut Cltj.|tlva::jl(?[n anr(:i:)l‘lsor(l)o numtl:?er o;awards anilre;:;)gnltlons, David Steven McDaniel The Colombo Fort Land & Building Co. PLC  Non-Executive Director No Nil
anka, continued to benefit 4, mentioned on pages 14-17. - - -
rural home-growers with technical » (Resigned w.e.f. 28.02.2023) Metecno Lanka (Pvt) Ltd. Non-Executive Director No Nil
assistance for coconut cultivation. Transactions with affiliates or Distilleries Company of Sri Lanka PLC Non-Executive Director No Nil
Nestlé also continued to help voun Directors’ Interest related parties Disclosed in Notes Lankem Ceylon PLC Non-Executive Director No Nil
p young ) )
people learn the skills they need to be  3) In Contracts 17, 24 and 25 to the Financial EB Creasy & Company PLC Non-Executive Director No Nil
: Statements. - - -
successful in the workplace through Details of Directors’ interest in Melstacorp PLC Non-Executive Director No Nil
its Ns'stle Nee?;\éoogth programrrl1e, contracts of the Company as at 31 Svetlana Boldina Omega Line (Pvt) Ltd. Non-Executive Director No Nil
reaching over 10, young people . " - - -
during 2022. In its efforts of fostering ?Ec%mber 202dZ are thSCIOZed below. » (Appointed w.e.f. 01.03.2023) Benji Ltd. Non-Executive Director No Nil
’ e Directors do not have direct . . - - _ ; ; ;
diversity and inclusion, the company o1 indirect interest on current or No Transaction with Affiliates for Sirio Ltd. Non-Executive Director No Nil
also increased its maternity and ind ! Y the period under review. Alpha Apparels LTD Non-Executive Director No Nil

paternity leave to 6 months and

4 weeks respectively, supporting
employees transition into parenthood
better.

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.
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Dian Gomes - No transaction with affiliates Board Meeting Attendance

Directorships and dealings with other companies 12.01.2022 | 18.02.2022 | 16.03.2022 | 11.05.2022 | 29.07.2022 | 31.10.2022

Company Position Transaction Balance (due to)/ Suresh Narayan - Chairman v v v v v v
(procurement) During | from as at 31.12.2022 Jason Avancefia - Managing Director v v
the year 2022 (Rs.’000s) | (Rs."000s)

Kumudu Dias v v v v v v
Built (Pvt) Ltd. Di hai N Nil

Urban Built (Pvt) Ltd irector/Chairman o) i David Steven McDaniel v v v v v v

Gandhara Crafts & Artifacts (Pvt) Ltd. Director/Chairman No Nil

Villa Republic (Pvt) Ltd. Director/Chairman No Nil Mahen Dayananda v v v v v v

Westgate International (Pvt) Ltd. Director/Chairman No Nil Ranjan Seevaratnam v v v v % %

Gandhara Investments (Pvt) Ltd. (appointed w.e.f) Director/Chairman No Nil (Retired w.e.f. 09.06.2022

Dian Gomez v v v x v v
Reyaz Mihular (Appointed w.e.f. 16.03.2022) — No transaction with affiliates .
Reyaz Mihular % % x v v v

Directorships and dealings with other companies

Company Position Transaction Balance (due to)/
(procurement) from as at 31.12.2022 Corporate Governance Company other than those disclosed December 2022, which requires
uring the year s.'000s The corporate governance practices in Note 7 to the Financial Statements additional disclosures in the Annua
D th 2022 (Rs.’000s) N 7 he F IS dd | discl he A |
) of the Company are set out in detail on page 83. Report under Colombo Stock
Bairaha Farms PLC Chairman No Nil on pages from 42 to 43. Exchange listing Rule 9.3.2.
Agility | tion (Pvt) Ltd Ind dent N N Nil The Auditors also do not have any
gility Innovation (Pvt) ’ En epe.n eI; on- ° ! interest in the Company Non-recurrent Related Party
xecutive Director Property, Plant and Equipment Transactions are shown in note
Details of property, plant and Accounting Policies 25.1.2 to the Financial Statements on
b) In Shares of the Company equipment, additions made during 9 . page 104.
Director | Shareholding the year and depreciation thereof for The Cqmpany prepared its a.nnual
| 01.01.2022 31.12.2022 the year, are shown in Note 12 tothe  (Hnel Siatemens accoring fo Disclosures on Related Party
—— — Financial Statements on pages 87 to Sri Lanka Accounting Standards .
90 (SLFRSs/LKASS). All relevant Transactions (Recurrent Related
Executive Jason Avancefia . ) .
Nil Nil i Party Transactions)
(Resignation w.e.f. 28.02.2023) ' ! applicable standards have been ,
: followed in presenting the Financial Recurrent Related Party Transactions
Bernhfard Stefan Nii Nil Auditors Statements for the financial year are shown in note 25.1.1 to the
(Appointment w.e.f. 01.03.2023) Ernst & Young, Charted Accountants, ended 31 December 2022 Financial Statements on pages 102
Kumudu Dias Nil Nil have been the Company’s Auditors and 103.
David McDaniel . . for re-appointment for the next year . The Management in every meeting
. i Nil Nil ) Transactions (Non-Recurrent) f the Related Party T .
(Resignation w.e.f. 28.02.2023) at the forthcoming Annual General of the Related Party Transactions
Svetlana Boldina ' ' Meeting. The Auditor’s fees are There were No.n—Recurren.t Related Reviews Committee (RPTRC)
(Appointment w.e.f. 01.03.2023) Nil Nil disclosed in Note 7 to the Financial Party Transacltlons for ‘(;Vh('jcroo/ presented the summary of Related
aggregate value exceede Party T ti i d duri
Independent Non-Executive Mahen Dayananda 1,000 1,000 Statements on page 83. ggreg ) 0 ° arty ransac lons |n.curre urlr)g
- of the equity or 5% of the total the period under review along with
Ranjan Seevaratnam Nil Nil As far as the Directors are aware, the assets (whichever is lower) of the the basis of their pricing.

(Appointed w.e.f. 16.03.2022)

(Retired w.e.f. 09.06.2022)
Dian Gomes Nil Nil

Reyaz Mihular
(Appointed w.e.f. 16.03.2022)

Company as per the audited financial
statements for the year ended 31

Auditors do not have any relationship
(other than that of an auditor) with the

Nil Nil
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Directors’' Responsibility for
on the Affairs of the Company

Based on the recommendations of
the RPTRC, the Board of Directors
confirmed at their meetings held
on 20 February 2023 that all the
Recurrent and Non-Recurrent Related
Party Transactions incurred during
the year ended 31 December 2022
and estimated transactions for the
year 2023 were at arm'’s length and
in compliance with the rules and
regulations.

Based on the recommendation of
the RPTRC, the Board resolved at the
meeting held on 20 February 2023
that all the Recurrent Related Party
Transactions incurred during the
year, ended 31 December 2022 and
estimated transactions for the year
2023, were of a revenue or trading
nature and were necessary for day-
to-day operations of the Company,
and terms were not favourable

to the respective related parties.
Accordingly, the Board had resolved
at the same meeting held on 20
February 2023 that all the Recurrent
Related Party Transactions incurred
during the year ended 31 December
2022, and estimated transactions for
the year 2023 shall not fall within the
ambit of Related Party Transactions
Rules (Section 9 of the Listing Rules)
as per provisions of Section 9.5(a) of
the Listing Rules.

Material Issues

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

Risk Factors

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

Conclusion

The Board of Directors of Nestlé
Lanka PLC wishes to convey

its gratitude and appreciation to
the Management and staff of the
Company for their dedicated and
untiring cooperation during the year
under review.

NESTLE LANKA PLC
Joselito Avanceia

Managing Director

fooht

Kumudu Dias

Director - Finance & Control

—=""

Keerthi Pathiraja

Company Secretary

20 February 2023
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Financial Reporting

The Company’s Financial Statements,
presented in this report for the
financial year ended 31 December
2022, conform to the requirements
of the Financial Reporting Standards
and the Companies Act No. 7 of
2007. The Directors confirmed that
the Financial Statements presented
by them give a true and fair view of
the Company'’s activities as at that
date. The financial information is
consistent with that in the financial
statements.

The Board of Directors has initiated
an efficient and concise system

of internal control. It also includes
internal checks and internal

audits, along with financial and
other controls required to carry

on the business smoothly, whilst
safeguarding its assets in a secure,
practical, accurate and reliable
manner.

The Company’s Auditors, M/s Ernst &
Young, review and carry out random
checks on the internal controls
wherever considered necessary,
towards endorsing their opinion on
the Financial Statements.

Nestlé Lanka PLC | Annual Report 2022

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

M/s Ernst & Young are the Auditors
appointed by the shareholders.

They have audited the Financial
Statements submitted by the Board
of Directors and have expressed their
opinion which is published under the
Independent Auditor’s Report.

By Order of the Board

—="

Keerthi Pathiraja
Company Secretary

NESTLE LANKA PLC
20 February 2023
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Community

As a company which has stood

by Sri Lankans through good and
trying times for over 115 years, last
year, we embarked on a journey of
giving back to stakeholders across
and beyond our value chain, to help
navigate economic volatilities. In
this journey, we even collaborated
with organisations for wider reach
and impact.

Donations worth

Nestlé Care Packages to

Collaborations with

and



Community

Being one of the largest private
sector collectors of fresh milk and
the largest exporter of coconut milk
powder in Sri Lanka, we procure
ingredients from the local dairy and
coconut industries every day, even
during challenging times, to ensure
sustainable livelihoods for local
farmers.

contributed
to the local dairy industry supporting

farmers

contributed
to the local coconut industry supporting

commercial farmers

Benefitting

through the Nestlé Coconut Plan




Community

Regardless of 2022 being a
challenging year, we continued our
efforts towards empowering youth
and making them more employable
through our flagship programme
Nestlé Needs YOUth. We also

take great care to foster diversity

and inclusion across and beyond
our value chain, to offer equal
opportunities for all.

youth reached via
Nestlé Needs YOUth initiatives

Extension of parental leave to

and
for the primary and secondary
caregivers respectively

of the managerial
staff are women
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Company Highlights

2022 2021
Rs. Mn Rs. Mn
Revenue 73,707 45,420
Profit Before Taxation (PBT) 7,870 6,147
Profit After Taxation (PAT) 6,076 5,329
Net Operating Cashflows 8,402 4,782
Capital Expenditure 2,294 600
Shareholders Funds 10,743 8,435
Key Ratios 2022 2021
PBT as a % of Revenue 10.7% 13.5%
PAT as a % of Revenue 8.2% 11.7%
Effective Tax Rate 22.8% 13.3%
Earnings Per Share (Rs.) 113.09 99.19
Dividend Per Share (Rs.) 130.00 55.00
Dividend Payout Ratio 115.0% 55.4%
Net Assets Per Share (Rs.) 199.95 157.00
Return on Capital Employed 47.1% 39.7%
Current Ratio 1.73 1.74
Market Value Per Share (Rs.)
- Highest 1,240.00 1,650.00
- Lowest 870.00 950.00
- Average 974.79 1,206.65
- Last Traded 905.00 1,215.50
Number of Personnel 822 812
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Independent Auditor’s Report
to the shareholders of Nestlé Lanka PLC

Ernst & Young
Chartered Accountants
201, De Saram Place

_— PO. Box 101
Building a better .
orking world Colombo 10, Sri Lanka

Report on the audit of the Financial Statements

Opinion

We have audited the financial statements of Nestle
Lanka PLC (“the Company”), which comprise the
statement of financial position as at 31 December

2022, and the statement of profit or loss and other
comprehensive income, statement of changes in equity
and statement of cash flows for the year then ended, and
notes to the financial statements, including a summary
of significant accounting policies.

In our opinion, the accompanying financial statements
of the Company give a true and fair view of the financial
position of the Company as at 31 December 2022,

and of its financial performance and its cash flows

for the year then ended in accordance with Sri Lanka
Accounting Standards.

Basis for opinion

We conducted our audit in accordance with Sri Lanka
Auditing Standards (SLAuSs). Our responsibilities under
those standards are further described in the Auditor’s
responsibilities for the audit of the financial statements
section of our report. We are independent of the
Company in accordance with the Code of Ethics issued
by CA Sri Lanka (Code of Ethics) and we have fulfilled

Tel: +94 11 246 3500

Fax (Gen): +94 11 269 7369
Fax (Tax): +94 11 557 8180
Email: eysl@lk.ey.com

ey.com

our other ethical responsibilities in accordance with the
Code of Ethics. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a
basis for our opinion.

Key audit matters

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

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the financial
statements section of our report, including in relation

to these matters. Accordingly, our audit included the
performance of procedures designed to respond to our
assessment of the risks of material misstatement of the
financial statements. The results of our audit procedures,
including the procedures performed to address the
matters below, provide the basis for our audit opinion on
the accompanying financial statements.

Partners: H M A Jayesinghe FCA FCMA, R N de Saram ACA FCMA, Ms, N A De Silva FCA, W R H De Silva FCA ACMA, Ms. Y A De Silva FCA, Ms. K R M Fernando FCA ACMA, N Y R L Fernando ACA,
W K B S P Fernando FCA FCMA, Ms. L K H L Fonseka FCA, D N Gamage ACA ACMA, A P A Gunasekera FCA FCMA, A Herath FCA FCMA, D K Hulangamuwa FCA FCMA LLB (London),
Ms. G G S Manatunga FCA, A A J R Perera ACA ACMA, Ms. P V K N Sajeewani FCA, N M Sulaiman ACA ACMA, B E Wijesuriya FCA FCMA, C A Yalagala ACA ACMA

Principals: W S J De Silva BSc (Hons)-MIS MSc-IT, G B Goudian ACMA, D L B Karunathilaka ACMA, Ms, P S Paranavitane ACA ACMA LLB (Colombo), T P M Ruberu FCMA FCCA

A member firm of Ernst & Young Global Limited
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EY

Building a better
working world

Key Audit Matter

How our audit addressed the key audit matter

EY

Building a better
working world

Revenue

As described in Notes 3.11 and 5 of the financial
statements, revenue from the sale of goods is recognized
when control of the goods has transferred to the customer
and is measured net of discounts, incentives, allowances
and promotional rebates (collectively ‘Trade Allowances’).

We determined Revenue to be a key audit matter due to
the following;

» Materiality of the account balance coupled with an
increase of revenue of 62% when compared with the
last financial year.

» Complexity in estimating the amount of Trade
Allowances. Trade Allowances are estimated by
Management using judgments based on historical
experience and/or the specific terms of the agreements/
arrangements with respective customers and includes
some estimates subject to uncertainty related to future
outcomes.

» Consideration of Revenue as a key financial
performance measure linked to achievement of
performance targets and management incentive
schemes.

Our audit procedures included the following key
procedures:

» We assessed the appropriateness of the Company’s
revenue accounting policy, including the recognition
and measurement of Trade Allowances;

» We gained an understanding of the types of revenue
arrangements, processes, and internal controls related
to Revenue and tested key controls;

» Due to the high reliance on information technology in
revenue, we tested the general IT control environment
relating to the most significant IT systems relevant to
revenue. We also tested relevant IT application controls;

» Performed inquiries of management and appropriate
analytical procedures over revenue transactions
throughout the financial year to understand and assess
the reasonableness of the reported revenues;

»  We assessed whether judgements, estimates and
assumptions used in relation to Trade Allowances by
the Management were reasonable by cross checking
supporting evidence.

» We performed test of details on revenue transactions
throughout the financial year and evaluated the
appropriateness of recognised revenue and its timing;
and

» We also assessed the adequacy of the disclosures
provided in Notes 3.11 and 5 of the financial
statements.

Key Audit Matter

How our audit addressed the key audit matter

Existence and Carrying Value of Inventory

As disclosed in Note 15 to the financial statements, as
at 31 December 2022, the carrying value of inventory
amounted to Rs. 12.7 Bn.

We determined Existence and Valuation of Inventory to be
a key audit matter due to the following;

» Materiality of the reported balance, which represents
25% of the Company'’s total assets and an increase in
balance of over 100% when compared with the last
financial year.

» Considering the current economic conditions which
includes significant inflationary pressures, the valuation
of inventory at lower of cost and net realizable value
(NRV).

Our audit procedures included the following key
procedures:

» Performed procedures to understand the design of
controls related to inventories and tested key controls;

» Observed physical inventory counts and reconciled the
count results to the inventory reports that support the
reported balance as at the reporting date;

» Test checked and ensured that the valuation of
inventory at cost is as per the Company’s accounting
policy;

» Tested whether inventories were stated at the lower of
cost and net realizable value, by comparing subsequent
sales; and

» Assessed the adequacy of the disclosures provided in
Notes 3.7 and 15 of the financial statements.

Other information included in the Company’s 2022
Annual Report

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

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

In connection with our audit of the financial statements, our
responsibility is to read the other information and, in doing
s0, consider whether the other information is materially
inconsistent with the financial statements or our knowledge
obtained in the audit or otherwise appears to be materially
misstated. If, based on the work we have performed, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of management and those charged
with governance for the financial statements

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

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

Those charged with governance are responsible for
overseeing the Company's financial reporting process.
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Auditor’s responsibilities for the audit of the
financial statements

Our objectives are to obtain reasonable assurance about
whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error,

and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with
SLAuUSSs will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial
statements.

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

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

» Obtain an understanding of internal control relevant
to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of
the Company'’s internal control.

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

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

» Evaluate the overall presentation, structure and content
of the financial statements, including the disclosures,
and whether the financial statements represent the
underlying transactions and events in a manner that
achieves fair presentation.

We communicate with those charged with governance
regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including
any significant deficiencies in internal control that we
identify during our audit.

We also provide those charged with governance with a
statement that we have complied with relevant ethical
requirements in accordance with the Code of Ethic
regarding independence, and to communicate with them
all relationships and other matters that may reasonably
be thought to bear on our independence, and where
applicable, related safeguards.
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From the matters communicated with those charged with
governance, we determine those matters that were of most
significance in the audit of the financial statements of the
current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a
matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such
communication.

Report on Other Legal and Regulatory
Requirements

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

CA Sri Lanka membership number of the engagement
partner responsible for signing this independent auditor’s
report is 2471.

20 February 2023

Colombo
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Statement of Profit or Loss

and Other Comprehensive Income

Statement of Financial Position

For the Year Ended 31 December Note 2022 2021 As at 31 December Note 2022 2021
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Revenue 5 73,707,077 45,420,119 QSSE(':I'S n
on-Current Assets
Cost of Sales (47,991,175)  (30,751,323) Property, Plant and Equipment 12 7,755,061 7,850,323
Gross Profit 25,715,902 14,668,796 Capital Work-In-Progress 13 2,243,392 716,060
Other Operating Expenses 6 (831,237) (35,777) gt?er Nngl-CtXrent Assets 161~i %S'g;i 321,761
. i T eferred Tax Assets , -
Marketing, Selling and Distribution Expenses (8,066,605) (5,815,722) 70.543.860 8888144
Administrative Expenses (4,631,239) (2,554,050) Current Assets
Profit from Operating Activities 7 12,186,821 6,263,247 Inventories 15 12,711,455 6,154,678
Finance Incom 726.011 72 747 Trade and Other Receivables 16 4,806,806 2,187,972
inance income ' ' Amounts due from Related Parties 17 1,034,828 873,080
Finance Expense (5,043,282) (189,347) Cash and Cash Equivalents 18 17,797,568 7,011,873
Net Finance Expense 8 (4,317,271) (116,600) S ig,ggg,g?; ;gﬁg?g;
- - otal Assets
Profit Before Taxat 7 146,647 894, 15,
ro efore Taxation ,869,550 6,146,6 EQUITY AND LIABILITIES
Income Tax Expense 9 (1,793,773) (817,497) Equity
Profit for the Year 6,075,777 5,329,150 Stated Capital 19 537,255 537,255
Other Comprehensive Income - Net of Tax Retained Earnings and Reserves 10,205,280 7,897,398
. e . 10,742,535 8,434,653
Items that will not be reclassified to Profit or Loss Non-Current Liabilities
Actuarial Gain/(Loss) on Retirement Benefit Obligations 20.5 160,804 108,513 Retirement Benefit Obligations 20 17,160 194,530
Items that may be subsequently Reclassified to Profit or Loss Deferred Tax Liabilities 14 - 724,596
: Non-Current Provisions 21 895,750 1,023,596
Gain/(Loss) on Cash Flow Hedges - 1,054 Non-Current Financial Liabilities 221 14,192,312 5,417,887
160,804 109,567 15,105,222 7,360,609
Total Comprehensive Income - Net of Tax 6,236,581 5,438,717 Current Liabilities
Trade and Other Payables 23 9,379,848 6,417,646
Amounts due to Related Parties 24 6,177,210 1,988,465
Earnings Per Share (Rs.) Current Tax Payable 2,633,326 728,365
Basic and Diluted, Profit for the year attributable to Ordinary Shareholders 10 113.09 99.19 Dividend Payable 2,799,537 84,753
Current Financial Liabilities 22.2 56,839 101,256
“Notes to the Financial Statements”, form an integral part of the Financial Statements. Figures in brackets indicate deductions. 21,046,760 9,320,485
Total Liabilities 36,151,982 16,681,094
Total Equity and Liabilities 46,894,517 25,115,747

“Notes to the Financial Statements”, form an integral part of the Financial Statements. Figures in brackets indicate deductions.
| certify that these Financial Statements have been prepared in compliance with the requirements of the Companies Act No. 07 of 2007.

Charyani Jayasekara
Head of Financial Accounting & Reporting

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

NESTLE LANKA PLC

Colombo

fewie]) Aokl
Joselito Avanceiia Kumudu Dias

Managing Director Director - Finance & Control

20 February 2023
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Statement of Changes in Equity

Statement of Cash Flows

For the Year Ended 31 December Note Stated Retained Other Equity Total For the Year Ended 31 December Note 2022 2021
Capital Earnings Reserves* Rs./000s Rs./000s
Rs.000s Rs.'000s Rs.000s Rs.'000s
Cash Flows from Operating Activities
Balance as at 1 January 2021 537,255 5,434,999 (38,471) 5,933,783 Profit Before Taxation 7,869,550 6,146,647
Total Comprehensive Income for the year Adjustments for:
Depreciation of Property, Plant and Equipment 12 895,727 973,386
Profit for the year - 5,329,150 - 5,329,150 Impairment of Property, Plant and Equipment 12 4,582 -
Other Comprehensive Income - - 109,567 109,567 Loss/(Gain) on Sale of Property, Plant and Equipment 6 (768) (47,597)
Impairment Loss on Trade Receivables 16.1.1 (4,382) (19,952)
Transactions with owners of the Company Provision for/(reversal of) Inventories 15 27,894 53,260
) } ) ) Imputed Interest Cost of Staff Loan 25,134 27,864
recognised directly in Equity Unrealised Loss/(Gain) on Foreign Exchange 4,357,060 10,924
Unclaimed Dividend written back - 17,053 - 17,053 Interest Expense 8 564,282 176,047
Interim Dividend 11 - (1,880,391) - (1,880,391) Lf)ltereﬁ Inco]rcns Senefit O excluding A | GainfLoss) 20 g (5;?2?(9)) (2?338)
. S ovement of Retirement Benefit igation (excluding Actuarial Gain/Loss . , ,
Final Dividend 1 - (1,074,509) - (1,074,509) Operating Profit before Working Capital changes 13,240,620 7,298,584
Balance as at 31 December 2021 537,255 7,826,302 71,096 8,434,653
Working Capital Changes
(Increase)/Decrease in Inventories 15 (6,584,671) (1,260,143)
Balance as at 1 January 2022 537,255 7,826,302 71,096 8,434,653 (Increase)/Decrease in Trade and Other Receivables (2,609,670) (131,020)
Adjustment for Surcharge Tax levied under the 93 . (988,694) _ (988,694) (Increase)/Decrease in Amount due from Related Parties (162,430) (434,123)
Surcharge Tax Act No. 14 of 2022 ' ' ' Increase/(Decrease) in Trade and Other Payables 2,731,916 103,943
Balance as at 1 January 2022 after Surcharge Tax 537,255 6,837,608 71,096 7,445,959 ICncrf]a(s;e/(Decrej?e) in émount due to Related Parties 161,2?2,;32 : 6222%
. as enerated from Operations 0 0 , ,
Tota.l Comprehensive Income for the year Income Tax paid (1.087.722) (866.912)
Profit for the year - 6,075,777 - 6,075,777 Surcharge Tax paid (988,694) _
Other Comprehensive Income - - 160,804 160,804 Retirement Benefit Obligations paid (137,820) (16,170)
Net Cash Flows generated from Operating Activities 8,402,309 4,781,790
Transactions with owners of the Company Cash Flows from Investing Activities
recognised directly in Equity Investment in Property, Plant and Equipment (2,008,293) (599,245)
Unclaimed Dividend written back - 14,895 - 14,895 Proceeds from sale of Property, Plant and Equipment 768 26,858
) o Movement of Other Non-Current Financial Assets 16.2 45,746 27,266
Interim Dividend B - (1,074,509 - (1,074,509 Net Cash Flows used in Investing Activities (1,961,779) (545,121)
Final Dividend 11 - (1,880,391) - (1,880,391)
Balance as at 31 December 2022 537,255 9,973,380 231,900 10,742,535 Cash Flows from Financing Activities
Loans obtained from Related Parties 25.1.2 4,320,000 5,373,200
* Includes Actuarial Gain/(Loss) and results of Cash Flow Hedges. Repayment of Loans obtained from Related Parties 25.1.2 = (1,893,000)
Payment of Lease Liabilities 22.3.2 (92,689) (80,660)
"Notes to the Financial Statements”, form an integral part of the Financial Statements. Figures in brackets indicate deductions. Dividend paid (225,221) (2,939,866)
Interest paid (392,312) (174,656)
Interest received 550,535 25,501
Net Cash Flows generated from Financing Activities 4,160,313 310,519
Net Increase in Cash and Cash Equivalents 10,600,843 4,547,188
Effect of Exchange Rate changes on Cash and Cash Equivalents 198,620 10,282
Cash and Cash Equivalents at the beginning of the year 6,975,584 2,418,114
Cash and Cash Equivalents at the end of the year 18 17,775,047 6,975,584
Analysis of Cash and Cash Equivalents at the end of the year
Cash and Cash Equivalents in the Statement of Financial Position 17,797,568 7,011,873
Current Financial Liabilities (excluding Short Term Lease Liabilities & Loan from (22,521) (36,289)
Related Party)
Cash and Cash Equivalents in the Statement of Cash Flows 18 17,775,047 6,975,584

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

1.1

2.1

2.2

Reporting Entity

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

The parent and holding Company is Nestlé S.A.

Principal Activities and Nature of Operations

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

Basis of Preparation

Statement of Compliance

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

The financial statements were authorised for issue
by the Board of Directors at the meeting held on 20
February 2023.

Basis of Measurement

The financial statements are prepared under the
historical cost basis and applied consistently, with
no adjustments being made for inflationary factors
affecting the financial statements except for;

»  Liability for the defined benefit obligation,
recognised at the present value of the defined
benefit obligation, net of plan assets,

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

»  Derivative financial instruments, measured at fair
value and

23

2.4

2.5

Surcharge Tax

The tax liability arose from the Surcharge Tax Act No:
14 of 2022 has been accounted as recommended
by the Statement of Alternative Treatment (SoAT)
issued by the Institute of Chartered Accountants of
Sri Lanka as disclosed under the Note 9.3 on Income
Taxes.

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 thousands,
except when otherwise indicated.

Going Concern

In preparing these financial statements, based on
the available information the management has
assessed the existing and anticipated effects of
rupee depreciation coupled with currency shortages,
inflation, economic and political instability on the
Company and the appropriateness of the use of the
going concern basis.

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

for the foreseeable future, to justify adopting the
going concern basis in preparing these financial
statements.

Use of Estimates and Judgments

The preparation of financial statements in conformity
with the Sri Lanka Accounting Standards, requires
Management to make judgements, estimates and
assumptions that affect income and expenses,
reported amounts of assets and liabilities in the
application of policies. The estimates, judgements
and associated assumptions are based on current
knowledge, historical experience and various other
factors that are held to be reasonable under the
circumstances. Actual results may differ from these
estimates.

74

Nestlé Lanka PLC | Annual Report 2022

3.1

3.2

Nestlé Lanka PLC | Annual Report 2022

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.

Significant judgements, estimates and assumptions
made by management in preparing these financial
statements are explained further in relevant

notes including useful lives of Property, Plant and
Equipment, Impairment of Financial and Non-
Financial Assets, Employee Benefits, Revenue,
Provisions and Contingent Liabilities.

Accounting Policies

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

Foreign Currency Transactions

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

Monetary assets and liabilities, denominated

in foreign currencies at the reporting date, are
translated to Sri Lankan Rupees at the foreign
exchange rate ruling at that date. Foreign exchange
differences arising on translation are recognised

in the Statement of Profit or Loss and Other
Comprehensive Income.

Foreign currency denominated non-monetary assets
and liabilities are measured in terms of historical cost
which is translated using the exchange rate at the
date of the transaction.

Financial Instruments

a) Financial Assets

Financial assets are initially recognised at fair value
plus directly attributable transaction costs. However,
when a financial asset measured at fair value through
Profit or Loss is recognised, the transaction costs are
expensed immediately. Subsequent remeasurement
of financial assets is determined by their categorisa-
tion, which is revisited at each reporting date. The
settlement date is used for both initial recognition
and subsequent derecognition of financial assets,

as these transactions are generally under contracts
whose terms require delivery of the assets within the
time frame established by regulation or convention in
the marketplace (regular-way purchase or sale).

The classification of financial assets is generally
based on the business model in which a financial
asset is managed and its contractual cash flow
characteristics. On initial recognition, a financial asset
is classified and is measured either:

» at amortised cost;

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

» at Fair Value through Profit or Loss (FVTPL)

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

b) Cash and Cash Equivalents

Cash and cash equivalents comprise of cash and
bank balances and money market deposits with

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

c) Financial Liabilities at Amortised Cost
Financial liabilities are initially recognised at the
fair value of consideration received, less directly
attributable transaction costs.

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

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

Financial liabilities are derecognised (in full or partly)
when the obligation specified in the contract is either
discharged, canceled, expired, or replaced by a new
liability with substantially modified terms.

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

d) Derivative Financial Instruments and Hedge
Accounting

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

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 are directly
attributable to the acquisition of the asset. The
cost of self-constructed assets includes the cost
of materials, direct labour, any other costs directly
attributable to bringing the assets to the working
condition for their intended use, the costs of
dismantling and removing the items, and restoring
the site on which they are located.

Where an item of property, plant and equipment
comprises major components having different useful
lives, they are accounted for as separate items of
property, plant and equipment.

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

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

b) Subsequent Expenditure

The cost of replacing part of an item of property,
plant and equipment is recognised in the carrying
amount of the item if it is probable that the future
economic benefits embodied within the part will
flow to the Company and its cost can be measured
reliably. The costs of repairs and maintenance of
property, plant and equipment are recognised

in the Statement of Profit or Loss and Other
Comprehensive Income as incurred.

c) Depreciation

Depreciation is recognised in the Statement of
Profit or Loss and Other Comprehensive Income on
a straight-line basis over the estimated useful lives
of items of property, plant and equipment. Land

is not depreciated. The residual values are 30%

on head office buildings and nil for all other asset
types. The estimated useful lives for the current and
comparative periods are as follows:

» Buildings on Freehold/ 25 - 35 years
Leasehold Lands

» Plant and Machinery 10 - 25 years

» Tools, Furniture and Office 4 -12 years
Equipment

» Motor Vehicles 5 years

» Information Systems/ 3 - 8years

Technology Equipment

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

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

d) Derecognition

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

e) Capital Work-In-Progress 3.5
Capital expenses incurred on assets, which are not
completed as at the date of Statement of Financial

Position, are shown as capital work-in-progress

whilst the capital assets which have been completed

during the year and put to use are transferred to

property, plant and equipment. Capital work-in-

progress is stated at cost, net of accumulated

impairment if any.

Leases (Right-of-Use Assets)

At inception, the Company assesses whether a
contract is or contains a lease. This assessment
involves the exercise of judgement about whether it
depends on a specified asset, whether the Company
obtains substantially all the economic benefits from
the use of that asset, and whether the Company has
the right to direct the use of the asset.

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

Lease payments may include fixed payments

and variable payments that depend on the lease
agreements. When the lease contains an extension
or a purchase option that the Company considers
reasonably certain to be exercised, the cost of the
option is included in the lease payments.

ROU assets are included in the heading Property,

Plant and Equipment, and the lease liabilities are

included in the headings Current and Non-Current 3.6
Financial Liabilities.

The Company has elected not to recognise ROU
assets and liabilities for leases where the total lease
term is less than or equal to 12 months, or for low
value leases. The lease payments for such leases

are recognised in the Statement of Profit or Loss and
Other Comprehensive Income over the lease term.

Intangible Assets

The Company recognises intangible assets, if it is
probable that the future economic benefits that are
attributable to the asset will flow to the entity, and
cost can be measured reliably.

a) Recognition and Measurement

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

b) Subsequent Expenditure

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

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) Derecognition

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

Impairment & Derecognition
a) Financial Assets

Impairment

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

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

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

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

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

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

Write-offs

A financial asset is considered as default when

the Company has no reasonable expectations of
recovering the financial asset. Such recognition
generally triggers when internal or external
information indicates that the counter party is unable
to settle the outstanding contractual amounts in full
before considering any credit enhancements held by
the Company. A financial asset is written off when

Notes to the Financial Statements

there is no reasonable expectation of recovering the
contractual cash flows.

b) Non-Financial asset

Impairment

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

For impairment testing, assets are grouped together
into the smallest group of assets that generate

cash flows from continuing use, that are largely
independent from cash flows of other assets and
cash generating units.

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

i. Calculation of Recoverable Amount

The recoverable amount of assets is the higher of
its value in use, and fair value less costs to sell. In
assessing value in use, the estimated future cash
flows are discounted to their present value using

a pre-tax discount rate that reflects current market
assessments of the time of value of money and the
risks specific to the asset. For an asset that does
not generate largely independent cash inflows,
the recoverable amount is determined for the cash
generating unit to which the asset belongs.

ii. Reversal of Impairment

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

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.

3.7

3.8

3.9

Derecognition

Non-financial assets are derecognised upon
disposal or when no future economic benefits are
expected from its use. Any gain or loss arising on
derecognition of the asset is recognised in Profit or
Loss in the year the asset is derecognised.

Inventories

Inventories are stated at the lower of cost and net
realisable value.

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

cost including all direct expenditure and production
overheads based on the normal level of activity.

Net realisable value is the price at which inventories
can be sold in the normal course of business after
allowing for the cost to make the sale.

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

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

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 using yields of treasury bonds issued by
Government of Sri Lanka (T- bonds) to determine

its present value. The fair value of plan asset is
deducted to arrive at net defined benefit obligation.
The Company determines the net interest income/
(expense) on the net defined benefit liability/asset
for the period by applying the discount rate used

to measure the defined benefit obligation at the
beginning of the annual period to the net defined
benefit liability/asset taking into account any change

in the net defined benefit liability during the period as
a result of contributions and benefit payments.

The calculation is performed annually by an
independent actuary using the “Projected Unit Credit
Method". When the calculation results in a benefit
to the Company, the recognised asset is limited to
the present value of economic benefits available

in the form of any future refunds from the plan or
reductions in future contributions to the plan. In
order to calculate the present value of economic
benefits, consideration is given to any minimum
funding requirements that apply to any plan in the
Company. An economic benefit is available to the
Company if it is realisable during the life of the plan,
or on settlement of the plan liabilities.

Re-measurements arising from defined benefit
plans comprise of actuarial gains/(losses) and

the return on plan assets (excluding interest).
The Company recognises them immediately in
Other Comprehensive Income. All other expenses
related to defined benefit plans are recognised

in the Statement of Profit or Loss and Other
Comprehensive Income.

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

b) Defined Contribution Plans

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

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

In addition to the statutory contributions mentioned
above, the Company commenced contributions
of 2% (for employees over 5 years) and 5% (for
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employees over 10 years) to the MSPS under a new 3.11 Revenue
defined contribution scheme offered to employees .
joining after 1 January 2006 from July 2014 Revenue from Contracts with Custorﬁers )
onwards. Revenue represents amounts received and receivable
for goods supplied to the customers. Revenue from
c) Share-based Payments the sales of goods is recognised in the Statement of
The Company participates in the Nestlé Performance/ PrOﬁF or Loss and Other Comprehen'sive Income at
Restricted Stock Unit plan of Nestlé S.A, the the time when control of the qoods is transferred to 314
parent Company, where selected employees are the customer, generally on delivery of the goods. :
granted rights to obtain the stock units of Nestlé Revenue is measured as the amount of consideration
S.A. This represents a cash settled share-based which the Company expects to receive, net of
payment arrangement in accordgnce with SLFRS returns, sales taxes, pricing allowances, other trade
2 Share Based Payment. Accordingly, the grant- discounts and volume trade rebates (collectively
date fair value of stock units granted to employees “trade allowances”). The level of discounts,
is recognised as an employee expense, with a allowances, and promotional rebates is recognised
corresponding increase in liability over the period as a deduction from revenue at the time that the
that the employees become unconditionally entitled related sales are recognised or when the rebate is
to the awards. Until the liability to the parent offered to the customer.
Company is settled, the liability is remeasured at
each reporting date and at the settlement date, and They are estimated using judgments based on
the difference, if any from the previously reported historical experience and the specific terms of the
is recognised in the Statement of Profit or Loss and agreements with the customers. 3.15
Other Comprehensive Income.
3.12 Other Operating Income/(Expenses)
3.10 Liabilities and Provisions a) Gain/(Loss) from Sale of Property, Plant and
Liabilities and provisions are recognised in the Equipment
Statement of Financial Position when there is a Any gains or losses on retirement or disposal of
present legal/constructive obligation as a result of Property, Plant and Equipment are recognised in the
the past events, the settlement of which is expected period in which the sale occurs and is classified as
to result in an outflow of resources embodying Other Operating Income or Expense.
economic benefits. Obligations payable at the
demand of the creditor, or within one year of the b) Other Income/(Expenses)
reporting date, are treated as current liabilities in the Other income/(expense) is recognised on an accrual
Statement of Financial Position. Liabilities payable basis.
after one year from the reporting date are treated as
non-current liabilities in the Statement of Financial 313 E
h . xpenses
Position.
a) Revenue Expenditure
If the effect of the time value of money is material, The profit earned by the Company, as shown in the
provisions are discounted using a current pre-tax Statement of Profit or Loss and Other Comprehensive
rate, that reflects, where appropriate, the risks Income, is after providing for all known liabilities and
specific to the liability. Where discounting is used, for depreciation of Property, Plant and Equipment.
the increase in the provision due to the passage of
time is recognised as an Interest Expense. For the purpose of presentation of the Statement
of Profit or Loss and Other Comprehensive Income,
Dividend the Directors are of the opinion that the function of
Dividends are recognised as a liability in the period expenses method presents fairly the elements. of the
. . Company performance, hence such presentation
in which they are declared and approved for ;
o method is adopted.
distribution.
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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.

Net Finance Expense

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

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

Income Tax Expense

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

a) Current Tax

Current income tax assets and liabilities are
measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates
and tax laws used to compute the amount are those
that are enacted or substantively enacted at the
reporting date. Current income tax computation is
based on the provisions of the Inland Revenue Act
No. 24 of 2017, which is the principal enactment as
amended by the Inland Revenue (Amendment) Act
No. 45 of 2022 and any subsequent amendments
thereto enacted (or substantively enacted) as at the
end of the reporting period.

b) Deferred Tax

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

3.16

3.17

3.18

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

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

Statement of Cash Flows

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

Related Party Transactions

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

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

Earnings Per Share (EPS)

Basic EPS is calculated by dividing the profit or
loss attributable to Ordinary Shareholders of the
Company by the weighted average number of
ordinary shares outstanding during the year.

Diluted EPS is calculated by dividing the profit
attributable to ordinary shareholders of the Company
by the weighted average number of ordinary shares
outstanding during the year, plus the weighted
average number of ordinary shares that would be
issued on conversion of all the dilutive potential
ordinary shares into ordinary shares.
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3.19

3.20

3.21

3.22

Operating Segments

A segment is a distinguishable component of

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

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

Borrowing Costs

Borrowing costs are recognised as an expense

in the period in which they are incurred, except

to the extent that they are directly attributable to

the acquisition, construction, or production of a
qualifying asset of property, plant and equipment, in
which case they are capitalised as part of the cost of
the asset.

Commitments and Contingencies

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

Events Occurring After the Reporting Period

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

Changes to Accounting Standards, that may
affect the Company after 31 December 2022

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

» Amendments to LKAS 1 Presentation of Financial
Statements and IFRS Practice Statement 2:
Disclosure of Accounting Policies

» Amendments to LKAS 1 Presentation of Financial
Statements: Classification of Liabilities as Current
or Non-current

» Amendments to LKAS 08; Accounting Policies,
Changes in Accounting Estimates and Errors:
Definition of Accounting Estimates

» Amendments to LKAS 12 Income Taxes: Deferred

Tax related to Assets and Liabilities arising from a
Single Transaction

82

Nestlé Lanka PLC | Annual Report 2022

7.1.

Revenue
For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s
Domestic 62,335,933 39,482,216
Export 14,483,336 8,203,117
Total Revenue 76,819,269 47,685,333
Less : Trade Allowances (3,112,192) (2,265,214)
73,707,077 45,420,119
Other Operating Expenses
For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s
Net Foreign Exchange Loss (957,755) (137,963)
Net Gain/(Loss) on sale of Property, Plant and Equipment 768 47,597
Impairment Loss of Property, Plant and Equipment (Note 12.1) (4,582) -
Sundry Income 130,332 54,589
(831,237) (35,777)
Profit from Operating Activities
Profit from operating activities are stated after charging/(crediting) all expenses including the following:
For the Year Ended 31 December 2022 2021
Rs.'000s Rs."000s
Employee Benefit Expenses (Note 7.1) 3,704,143 3,049,785
General Licence Fee 3,521,795 2,148,492
Penalty and Demurrage 1,312,915 -
Depreciation of Property, Plant and Equipment 895,726 973,386
Provision for Inventories and Inventory Written Off 208,695 264,975
Net Impairment of Trade Receivables (Note 16.1.1) (4,382) (19,952)
Legal Fees 23,398 12,736
Auditors Remuneration - Audit 3,866 3,600
- Non-Audit 403 375
Employee Benefit Expenses
For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s
Salaries and Wages 2,651,816 2,209,208
Contributions to Defined Contribution Plans 204,800 205,559
Provision for Retirement Benefit Obligations (Note 20.3) 77,210 31,370
Other Benefits 770,317 603,648
3,704,143 3,049,785
Nestlé Lanka PLC | Annual Report 2022
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8. Net Finance Expense 9.1. Reconciliation Between Accounting Profit and Taxable Profit
For the Year Ended 31 December 2022 2021 For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Finance Income Accounting Profit Before Tax 7,869,550 6,146,647
Interest on Bank and Other Deposits 550,535 25,501 Net Disallowances/(Allowances) 4,961,605 (319,585)
Net Foreign Exchange Gain on Liquid Assets 150,342 19,382 Accounting Depreciation & Impairment 900,308 973,386
Imputed Interest on Staff Loans 25,134 27,864 Capital Allowances (1,135,662) (1,068,953)
726,011 72,747 Taxable Profit 12,595,801 5,731,495
Finance Expense Tax on Current Year Profit 2,993,894 1,044,006
Interest on Financial Liabilities (564,282) (176,047)
Net Foreign Exchange Loss on Related Party Loan (4,479,000) (13,300) 9.2. Reconciliation of the Accounting Profit to Income Tax Expense
(5’043’582) (189,347) For the Year Ended 31 December 2022 2021
(4,317,271) (116,600 Rs.’000s Rs.'000s
9. Income Tax Expense Accounting Profit Before Tax 7,869,550 6,146,647
R U VCEIF A Ze e [l 2022 2021 Tax at Applicable Tax Rates (Note 9.2.1) 2,049,284 1,119,919
Rs.'000s Rs.'000s Adjustment on account of prior year due to reduction in Tax Rate - (413,015)
Opening balance adjustment of Deferred Tax due to increase/ reduction in Tax Rate 483,064 (370,043)
Current Tax Expense : : :
. Adjustments in respect of previous years (129,056) 522,107
Tax on current year profits 2,993,894 1,044,006 .
Net provision/(reversal) in respect of previous years (129,056) 115,581 Tax Effect of Net Permanent Differences (609,519) (41,471)
4 - | Tax E Effective Tax R f22.8% (2021 : 13.3% , , ,
2,864,838 1159 587 ncome Tax Expense at Effective Tax Rate o 8% (20 3.3%) 1,793,773 817,497
Deferred Tax Expense 9.2.1. Applicable Tax Rates
Origination/(reversal) of temporary differences (Note 14.1) (1,071,064) (342,090) Taxable profit of the first six months was taxed at 18% for Manufacturing Business Profits, 14% for Export Profits and
1,793,774 817,497 24% for Trading and Other Income and the second six months was taxed at 30% standard rate for all segments.
The Company has used the new tax rate introduced in the Inland Revenue (Amendment) Act No. 45 of 2022 certified
on 19 December 2022, (with retrospective effect from 01 October 2022) for income and deferred taxation. 2022
Rs.'000s
Accordingly, income tax rates of, 18% for manufacturing business profits, 14% for export profits and 24% for trading ] _ ]
and other income have been used for the first six months and a standard rate of 30% has been used for profits of all Tax at Applfcable Tax Rates - First Six Months 365,769
segments for the second six months. The Rate of 30% has been used for Deferred Tax. The resultant impact has been Tax at Applicable Tax Rates - Second Six Months 1,683,515
recognised in the Statement of Profit or Loss and Other Comprehensive Income. 2,049,284

Taxable profit of 2021 was taxed at 18% for Manufacturing Business Profits, 14% for Export Profits and 24% for
Trading and Other Income.

Impact of income tax rate change to the income tax expense is Rs. 675 Mn (Current Tax Charge : Rs. 785 Mn and
Deferred Tax Reversal : Rs. 110 Mn).

Income tax rates used in 2021 were 18% for manufacturing business profits, 14% for export profits and 24% for
trading and other income.
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9.3. Surcharge Tax 11. Dividend

As per the Surcharge Tax Act No. 14 of 2022 which was certified on 8 April 2022, the Company was liable to pay a

surcharge tax of Rs. 989 Mn out of the taxable income of Rs. 3,955 Mn pertaining to the year of assessment 2020/21.
According to the said Act, the surcharge tax should be deemed to be an expenditure in the financial statements Rs.'000s Rs.'000s
relating to the year of assessment which commenced on 1 April 2020.

For the Year Ended 31 December 2022 2021

Interim Dividend 1,074,509 1,880,391
Since the Act supersedes the requirements of the Sri Lanka Accounting Standards, the surcharge tax expense was Final Dividend 1,880,391 1,074,509
accounted as recommended by the Statement of Alternative Treatment (SoAT) on Accounting for Surcharge Tax levied 2,954,900 2,954,900
under the Surcharge Tax Act No. 14 of 2022 issued by the Institute of Chartered Accountants of Sri Lanka in April Dividend per Share (Rs.) 55.00 5500
2022, and Addendum issued in August 2022. Accordingly, the impact of the surcharge tax under the Surcharge Tax
Act was recognised through the Statement of Changes in Equity as an equity adjustment on the first day of the first An interim dividend of Rs.20.00 and a final dividend of Rs. 35.00 per share was declared by the Board of Directors
reporting period ending after enactment of the said Act. on 18th February 2022 for the financial year 2021 and was recognised in the financial statements of 2022. (Declared

dividend in 2021 for the financial year 2020 : Interim dividend of Rs.35.00 and final dividend of Rs.20.00 per share)

10. Basic and Diluted Earnings Per Share (EPS) The Board of Directors has declared an interim dividend of Rs. 55.00 per share on 20 February 2023 and have also

The calculation of earnings per share is based on the profit for the year attributable to ordinary shareholders, divided proposed a final dividend of Rs. 75.00 per share for the year ended 31 December 2022, to be approved by the

by the weighted average number of ordinary shares outstanding during the year. Net profit attributable to ordinary shareholders at the upcoming Annual General Meeting of the Company.

shareholders and weighted average number of ordinary shares are given below: In accordance with Sri Lanka Accounting Standard, Events After the Reporting Period (LKAS 10), the interim and final

dividend for the year ended 2022 have not been recognised as a liability as at 31 December 2022.

2022 2021
Rs./000s Rs./000s As per the Sec. 84 (1A) of Inland Revenue (Amendment) Act No. 45 of 2022 certified on 19 December 2022, dividend
payment to residents and non-residents will be liable for a Withholding Tax of 15%. Dividend payment to non-
Profit attributable to Ordinary Shareholders 6,075,777 5,329,150 residents can vary by the tax rate specified by the Double Tax Avoidance Agreement (DTAA) between Sri Lanka and
Weighted average number of shares 53 725 463 53 725 463 the other Country. Dividend for Parent Company will be liable for a WHT of 10%, subjected to the DTAA between Sri
Basic and Diluted Earnings Per Share (Rs.) 113.09 99.19 Lanka and Switzerland.
12. Property, Plant, and Equipment
As at 31 December 2022 2021
Rs.'000s Rs.'000s
Property, Plant and Equipment Owned (Note 12.1) 7,725,602 7,772,401
Right-of-Use Assets (Note 12.2) 29,459 77,922
7,755,061 7,850,323
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12.2. Right-of-Use Assets

Land Buildings Motor Vehicles Total
Rs.'000s

Cost
Balance as at 1 January 2021 769 41,505 184,827 227,101
Additions - - 24,756 24,756
Disposals - - (19,280) (19,280)
Balance as at 31 December 2021 769 41,505 190,303 232,577
Depreciation
Balance as at 1 January 2021 612 2,306 93,231 96,149
Charge for the year 15 13,835 61,266 75,116
On Disposals - - (16,610) (16,610)
Balance as at 31 December 2021 627 16,141 137,887 154,655
Cost
Balance as at 1 January 2022 769 41,505 190,303 232,577
Additions - - 38,009 38,009
Disposals - - (24,756) (24,756)
Balance as at 31 December 2022 769 41,505 203,556 245,830
Depreciation
Balance as at 1 January 2022 627 16,141 137,887 154,655
Charge for the year 15 13,835 72,622 86,472
On Disposals - - (24,756) (24,756)
Balance as at 31 December 2022 642 29,976 185,753 216,371
Written Down Value
As at 31 December 2021 142 25,364 52,416 77,922
As at 31 December 2022 127 11,529 17,803 29,459

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

The leasehold building is in relation to warehouse space with a duration of three years. Vehicle leases are for contract
terms of two to five years.

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

13. Capital Work-In-Progress

2022 2021

Rs.'000s Rs.'000s

Balance as at 1 January 716,060 523,837
Additions during the year 1,997,679 481,217
Capitalised during the year (470,347) (288,994)
Balance as at 31 December 2,243,392 716,060
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14. Net Deferred Tax Assets/Liabilities

2022 2021
Rs."000s Rs.'000s
Balance as at 1 January (724,596) (1,036,119)
Reversal/(charge) for the year 1,482,764 (52,914)
Reversal/(charge) due to income tax rate change (488,776) 364,437
Balance as at 31 December 269,392 (724,596)
14.1. Deferred Taxes - Origination/(Reversal) of Temporary Differences
For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s
Recognised in Statement of Profit or Loss due to during the year transactions 1,554,128 (27,953)
Recognised in Statement of Profit or Loss due to (increase)/decrease in Tax Rate (483,064) 370,043
Recognised in Other Comprehensive Income during the year transactions (71,364) (24,961)
Recognised in Other Comprehensive Income due to (increase)/decrease in Tax Rate (5,712) (5,6006)
993,988 311,523
Deferred taxes of the Company is computed at the rate of 30% (2021 - 18%).
14.2. Types of Temporary Differences and the related Tax Effect
As at 31 December 2022 2021
Temporary Tax Effect Temporary Tax Effect
Difference Difference
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Property, Plant and Equipment (5,275,003) (1,582,500) (4,953,630) (891,653)
Retirement Benefit Obligations (138,393) (41,518) 89,637 16,135
Other Employee Benefits 630,171 189,051 523,460 94,223
Net Unrealised Exchange Losses 4,378,948 1,313,684 15,387 2,770
Inventories, Receivables and Others 1,302,249 390,675 299,610 53,929
897,972 269,392 (4,025,536) (724,596)
Nestlé Lanka PLC | Annual Report 2022
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15. Inventories 16.2. Other Receivables
As at 31 December 2022 2021 As at 31 December 2022 2021
Rs."000s Rs.'000s Rs.'000s Rs.'000s
Raw and Packaging Materials 5,335,158 1,918,120 Loans to Employees (Note 16.2.1) 325,092 369,401
Finished Goods 3,348,027 2,360,714 Advances and Prepayments 1,295,238 171,737
Energy and Technical Materials 676,752 462,055 Others 270,379 86,761
Work-In-Progress 535,010 182,847 1,890,709 627,899
Goods-In-Transit 2,972,413 1,358,953
12,867,360 6,282,689 Current 1,614,694 306,138
Less: Provisions for Inventories (155,905) (128,011) Non-Current 276,015 321,761
12,711,455 6,154,678 1,890,709 627,899
During 2022, a reversal of Rs. 28.3 Mn (2021, a cost of Rs. 21.8 Mn) was recognised under cost of sales for 16.2.1. Loans to Employees
inventories as a reduction in provision for the difference between net realisable value and the carrying value.
2022 2021
X Rs."000s Rs.’000s
16. Trade and Other Receivables
Balance as at 1 January 369,401 394,277
As at 31 December 2022 2021 )
Rs/000 Rs./000 Granted during the year 99,174 108,682
s s S s Repaid during the year (143,483) (133,558)
Trade Receivables (Note 16.1) 3,192,112 1,881,834 Balance as at 31 December 325,092 369,401
Other Receivables - Current (Note 16.2) 1,614,694 306,138 All employee loans are disbursed as per the Company policies.
4,806,806 2,187,972
16.1. Trade Receivables 17. Amounts due from Related Parties
As at 31 December 2022 2021 As at 31 December 2022 2021
Rs.'000s Rs.'000s Ra0inS e
Trade Receivables 3291109 1985213 Nestlé Business Services AOA, Inc. - 132
Less: Impairment of Trade Receivables (Note 16.1.1) (98,997) (103,379) Nestlé India Ltd. 408,026 240,828
3192.112 1881834 Nestlé Manufacturing (Malaysia) Sdn. Bhd. - 10,005
Nestlé R&D Center (Pte) Ltd. 254 446
16.1.1. Impairment of Trade Receivables Nestlé Japan Ltd. 1,005 -
2022 2021 Ees‘ille, Zolmbatswe (lPSrlva'Fe) Limited , ;32 -
estlé Operational Services ! -
Rs.'000 Rs.'000
= SO Nestlé Middle East FZE 1,065 ]
Balance as at 1 January 103,379 126,531 Nestlé Enterprises S.A. 588,139 475,232
Net charge/(reversal) for the year (4,382) (19,952) Nestlé USA, Inc. 15,875 995
Write-off during the year - (3,200) Société des Produits Nestlé S.A. - 3,019
Balance as at 31 December 98,997 103,379 Nestrade S.A. 15,663 142,423
1,034,828 873,080
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18. Cash and Cash Equivalents The gratuity plan and pension plan is partially funded by a policy obtained from AIA Insurance Lanka Ltd. The
contributions to the fund by the Company are based on expected future claims from the fund and actuarial valuations
As at 31 December 2022 2021 carried out by AIA Insurance Lanka Ltd. The Company expects to pay Rs. 70 Mn as contributions to its plan assets for
Rs.'000s Rs.'000s the period ended 31 December 2023. Employees are not required to contribute to this fund.
Balances with banks 6,585,754 4,519,780
Short Term Deposits 9,014,452 2,492,093 The actuarial calculation is performed annually by a qualified actuary, M/s Willis Towers Watson India Private Limited,
Cash margin on import commitments 2,197,362 - using the “Projected Unit Credit Method".
Cash and Cash Equivalents in the Statement of Financial Position 17,797,568 7,011,873
20.1. Movement in the Present Value of the Defined Benefit Obligations
Bank Overdrafts and Other Current Financial Liabilities [excluding Short Term (22,521) (36,289) 2022 2021
Lease Liabilities & L(?an from'ReIated Party] (Note 22.2) Rs/000s Rs/000s
Cash and Cash Equivalents in the Statement of Cash Flows 17,775,047 6,975,584
As per May 2022 Import Export Controller’s operating instructions, a 100% cash margin is held in the bank account Balance as aF 1 January 1,078,030 1,210,930
for goods imported under the term Documents against Acceptance at the time of endorsing the performance invoice. Current Service Cost 63,060 70,840
Past Service Credit - (69,600)
Interest Cost 115,700 93,690
The Company has no restrictions on cash and cash equivalents from being exchanged or used to settle a liability for Benefits paid to the employees (67,360) (103,860)
at least twelve months after the reporting period except for Cash margin on import commitments Rs. 2.2 Bn. Remeasurements
Actuarial Loss/(Gain) - Financial Assumptions (238,950) (171,970)
19. Stated Capital Actuarial Loss/(Gain) - Experience Adjustments (30,860) 21,040
Asat31D b Actuarial Loss/(Gain) - Demographic Assumptions 14,310 26,960
s at 31 December — 20t Balance as at 31 December 933930 1,078,030
Rs."000s Rs.'000s

The weighted average duration of the defined benefit obligation at the end of the reporting period is as follows:
Ordinary Shares issued and fully-paid

Pension Plan - 7 years (2021 : 7 years)
53,725,463 Ordinary Shares 537,255 537,255

Gratuity Plan - 9 years (2021 : 13 years)

The holders of ordinary shares are entitled to receive dividends as declared from time to time, and are entitled to one

vote per share at shareholders’ meetings of the Company. 20.2. Movement in the Fair Value of Plan Assets
2022 2021
20. Retirement Benefit Obligations Rs./000s Rs./000s
BN [EEEEmE 2022 2021 Balance as at 1 January 883,500 771,810
Rs.'000s Rs.'000s Contributions by employer = 121,120
Present value of Defined Benefit Obligations :Beneﬁtslrelmbursed by the Plan 1(2(1)’;6_)8) (ggzg)
Pension Plan = 525,520 F?ttereSt nCPo|meA ts greater/( than discount rat 17.620 14,700
Gratuity Plan 480,610 552,510 Belum on aln31s|;e S grsa er/(lesser) than discount rate ;16,770) 883,500
Total present value of the Defined Benefit Obligations (Note 20.1) 933,930 1,078,030 alance as a ecember : !
Total fair value of Plan Assets (Note 20.2) (916,770) (883,500)
Present value of Net Retirement Benefit Obligations 17,160 194,530
Employees who joined prior to 2006 and who hold a minimum 10 years of service, are entitled to a lump sum pension
upon retirement. In addition, there are 19 (2021 - 21) retired employees who are drawing a monthly pension under
the old pension plan, which was discontinued in 2014.
The liability of Retirement Benefit Obligation under the Payment of Gratuity Act No. 12 of 1983, is a defined benefit
plan covering all permanent employees of the Company.
Nestlé Lanka PLC | Annual Report 2022 Nestlé Lanka PLC | Annual Report 2022
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20.3.

20.4.

20.5.

20.6.

The Expense Recognised in Statement of Profit or Loss

For the Year Ended 31 December 2022 2021
Rs.'000s Rs.'000s

Current Service Cost 63,060 70,840
Past Service Credit - (69,600)
Net Interest on Defined Benefit Obligation 14,150 30,130
77,210 31,370

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

Expected Benefit Payments to Employees
The expected benefit payment for the year ending;

Pension Gratuity Total

Rs.'000s Rs.'000s Rs.'000s
31 December 2023 40,870 42,600 83,470
31 December 2024 58,430 57,820 116,250
31 December 2025 111,210 106,860 218,070
31 December 2026 116,700 96,330 213,030
31 December 2027 61,610 73,670 135,280
31 December 2028 to 2032 438,270 738,590 1,176,860

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

20.6.1.

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

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

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

As defined benefit obligations are relatively long-term in nature, the actuarial assumptions take into account the
requirements of the LKAS 19 coupled with a long-term view of the underlying variables/trends, wherever required.

The Company uses market yields (at the end of the reporting period) on treasury bonds issued by the Government
of Sri Lanka (T-bonds) to determine the discount rate, as disclosed in its accounting policy (refer Note 3.9). However,
due to the economic conditions prevailing in the country as at the period end, the exceptionally high T-bond market
yields would not be a reasonable reflection of the time value of money. Therefore, period end T-bond market yields
have been adjusted for the credit risk spread to derive the rate used to discount the defined benefit obligation.

Such adjustment has been made based on the method set out in illustration 1 of the Frequently Asked Questions
(FAQs) on Use of Discount Rate under the uncertain economic conditions issued by the Institute of Chartered
Accountants of Sri Lanka (CA Sri Lanka). Credit risk spread has been calculated based on Sovereign Default and
Recovery Rates published by Moody’s. Adjusted discount rates have been calculated for tenors available, and
estimated using the yield curve for any remaining maturities and corresponds with the remaining average working life
of the employees of the Company.

Sensitivity Analysis

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

For the Year Ended 31 December 2022 2021
Rs."000s Rs."000s
Actuarial Gain/(Loss) 237,880 138,670
Deferred Tax impact on Actuarial Gain/(Loss) (77,076) (30,157)
Actuarial Gain/(Loss) - net of Tax 160,804 108,513

Actuarial Assumptions

Principal actuarial assumptions as at the reporting date:

2022 2021
Rs."000s Rs.'000s
(1) Rate of Discount 18.0% 11.0%

(2) Future Salary Increase

First 5 years 12.0% to 18.0% 9.0% to 12.0%

Beyond 5 years 12.0% 9.0%

(3) Future Pension Increase 10% to 12% 7.0%
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2022 2021
+ 0.5% -0.5% + 0.5% -0.5%
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Rate of Discount (23,800) 24,940 (40,810) 43,440
Future Salary Increase 24,870 (23,910) 43,250 (38,480)
Future Pension Increase 3,490 (3,310) 5,070 (4,810)
2022 2021
Scaled up Scaled down Scaled up Scaled down
by 1 year by 1 year by 1 year by 1 year
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Mortality Rates (4,090) 4,100 (5,950) 5,970
Nestlé Lanka PLC | Annual Report 2022
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20.7. The Composition of Insurance Plan Asset 22.1.1. The Company has obtained continuing USD denominated loans from Nestlé Treasury Center - Middle East and Africa
Ltd. in 2022 amounting to Rs. 4,320 Mn; USD 12.0 Mn (Rs. 4,410 Mn as at 31 December 2022), in order to fund
2022 2021 operational foreign currency requirements (First Intra Group Loan was obtained in 2021 amounting to Rs. 5,373.2
Rs.'000s Rs."000s Mn; USD 26.6 Mn (Rs. 5,386.5 Mn as at 31 December 2021). The interest rate was priced on an arm’s length basis
] . ] _ - _ and approved by the Related Party Transactions Review Committee. The Board of Directors of Nestlé Lanka PLC
Reporting entity's own Financial Instruments Nil Nil granted their approval for this transaction at the Board Meeting held on 15 February 2022.
Property occupied by, or other assets used by, the reporting entity Nil Nil
The loan is subjected to foreign currency exposure/fluctuations and is for a duration of three years.
The Investment Portfolio of AlA Insurance Lanka Ltd. as at 31 December 2022 2021
22.2. Current Financial Liabilities
Government Securities 71.3% 71.3% As at 31 December 2022 2021
Corporate Debt 28.0% 27.5%
Rs.'000 Rs.’000
Policyholder Loans 0.7% 1.1% s ° S S
Equity 0.0% 0.1% Bank Overdrafts - 481
100.0% 100.0% Distributor Finance with Recourse to Company 22,521 35,808
Current Lease Liabilities (Note 22.3) 34,318 64,967
21. Non-Current Provisions 56,839 101,256
2022 2021 22.3. Lease Liabilities
Rs.'000s Rs.'000s
As at 31 December 2022 2021
Balance as at 1 January 1,023,596 524,089 Rs."000s Rs.'000s
Provisions/(reversals) (90,596) 522,107
Utilisation/(settlement) (37,250) (22,600) Maturity Analysis - Contractual undiscounted amounts
Balance as at 31 December 895,750 1,023,596 Not later than one year 37,051 69,520
Later than one year and not later than five years 8,498 30,386
Non-Current Provisions represent best estimates of the management made mainly for probable claims arising out Later than five years 5235 7284
of tax assessments which were issued against the Company for which appeals have been lodged against the tax 50,784 107 190

authorities. The probability and the timing of the outflows with regard to these matters depend on the ultimate

) . e Discounted amounts included in the Statement of Financial Position
settlement/conclusion with the relevant authorities.

Current (Note 22.2) 34,318 64,967
Non-Current (Note 22.1) 6,812 31,387
22. Financial Liabilities 41,130 96,354
22.1. Non-Current Financial Liabilities 22.3.1. Amounts Recognised in Statement of Profit or Loss
As at 31 December Interest Maturity 2022 2021 For the Year Ended 31 December 2022 2021
Rate Rs.'000s Rs.'000s
Rs.'000s Rs.'000s
_ N Interest on Lease Liabilities 8,048 11,395
Loans from Related Parties (Note 22.1.1) 3 Month SOFR+2.76% Oct-24 9,775,500 5,386,500 Depreciation on Lease Assets 86472 75116
3 Month SOFR+3.21% Jul-25 2,940,000 - £ ot Short - Torm L ' 1934
3 Month SOFR+3.21% Aug-25 1,470,000 - APENSES IS NG 19 SNOTE= TEM EERses R ’
S S 9 Gt Expenses relating to Leases of Low Value Assets, excluding Short-Term Leases of 10,810 7,874
Non-Current Lease Liabilities (Note 22.3) 9.0% - 23.8% 2023-2031 6,812 31,387 Low Value Assets
14,192,312 5,417,887 105330 96.319
*In 2021, the interest rate applicable on realated party loan was 3 Month LIBOR+2.50%.
SOFR- Secured Overnight Financing Rate
LIBOR- London Interbank Offered Rate
Nestlé Lanka PLC | Annual Report 2022 Nestlé Lanka PLC | Annual Report 2022
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223.2. Amounts Recognised in Statement of Cash Flows 24. Amounts due to Related Parties
For the Year Ended 31 December 2022 2021 As at 31 December 2022 2021
Rs.'000s Rs.'000s Rs.'000s Rs.'000s
Total Cash Outflow for Lease Liabilities 92,689 80,660 Nestlé Australia Ltd. 40,793 20,560
Nestlé Bangladesh Ltd. 1,301 -
23. Trade and Other Payables Nestlé Business Services AOA Inc. 680 -
Nestlé France S.A.S. - 827
As at 31 December AL AL Nestlé India Ltd. 37,029 34,336
Rs.'000s Rs.000s Nestlé Nederland B, 116 309
Trade Payables 5189217 4,165,835 Nestlé Operational Services Worldwide S.A. 15,857 -
Customers’ Credit Balances and Trade Accruals 932,010 726,021 Nestlé Manufacturing (Mal.) Sdn Bhd 4,775 R
Penalty and Demurrage 734,866 B Nestlé Philippines, Inc. 437 322
Employee Related Payables 708,138 612,649 Nestlé Cote D'lvoire - 503
Supplier Payables relating to Capital Expenditure 635,250 349,173 Nestlé Regional Service Centre (Malaysia) Sdn. Bhd. = .
Other Tax Payable 451,592 104,772 Nestlé R&D Center (Singapore) 1,984 -
Derivatives - Forward Exchange Contract 2,313 4 Nestlé Singapore (Pte) Ltd. m 310
Others 726,463 459192 Nestlé Suisse S.A. 2,506 481
9,379,848 6,417,646 Nestlé Treasury Centre - Middle East & Africa LTD. 198,137 25,622
Nestlé USA Inc. 203 71
23.1. Value Added Tax (VAT) Nestlé Waters Marketing & Distribution S.A.S 17,260 5,134
VAT is calculated in accordance with Value Added Tax Act No.14 of 2002 and subsequent amendment thereto, Nestlé Waters Management & Technology 5.A.5 2 -
including Value Added Tax (Amendment) Act No.44 of 2022. Nestrade S.A. 637,942 72,323
Nestlé Enterprises S.A. 2,856,112 1,664,469
Accordingly, the VAT rate has been increased to 12% from 8% w.e.f. 01 June 2022 and to 15% w.e.f. Société des Produits Nestlé S.A. 2,359,635 163,198
01 September 2022. 6,177,210 1,988,465
23.2. Social Security Contribution Levy (SSCL)
As per the Social Security Contribution Levy imposed w.e.f. 01 October 2022, by Social Security Contribution Levy Act
No. 25 of 2022 certified on 20 September 2022, the Company incurred a levy of Rs. 335 Mn for the year ended 31
December 2022 (SSCL payable as at 31 December 2022 : Rs. 98 Mn).
Nestlé Lanka PLC | Annual Report 2022 Nestlé Lanka PLC | Annual Report 2022
100 101



Notes to the Financial Statements

25. Related Party Disclosure

25.1. Transactions with Related Companies

25.1.1.Recurrent Related Party Transactions

Name of the Company Relationship Nature of Transaction 2022 2021
Rs."000s Rs.'000s
Nestlé Australia Ltd. Affiliate Services Received (474,486) (299,719)
. - Recoveries/
Nestlé Bangladesh Ltd. Affiliate (Reimbursement) (1,294) -
Nestlé Brazil Ltda Affiliate Services Received - (52)
Nestlé Business Service AOA Inc. Affiliate Services Received (2,052) (334)
Exports 5,554,707 1,473,675
Nestlé Enterprises S.A. Affiliate Imports (10,083,660) (5,034,502)
Services Rendered 34,096 -
Nestlé France S.A.S. Affiliate Services Received (9,240) (12,928)
Exports 2,748,071 1,018,135
Imports (50,164) (33,399)
Nestlé India Ltd. Affiliate Services Received (384,617) (255,423)
Recoveries/
(Reimbursement) LB 8,080
Nestlé Jamaica Limited Affiliate Rectovenes/ 753 -
(Reimbursement)
. . . Recoveries/
Nestlé Japan Limited Affiliate (Reimbursement) 999 -
Imports/Re-Export (6,091) -
Nestlé Manufacturing (Malaysia) . Services Received (4,425) (5,790)
Sdn. Bhd Affiliate R ies/
) . ecoveries
(Reimbursement) BT 7,538
Nestlé Middle East FZE Affiliate Recoveries/ (2,447) 54
(Reimbursement)
Nestlé Nederland B. Affiliate Recoveries/ (115) -
(Reimbursement)
Nestlé O tional Servi Reimbursement - (309)
estlé Operational Services . : :
Worldwide S.A. Affiliate SerV|ce§ Received (58,032) (19,174)
Recoveries 19,085 13,475
Nestlé Pakistan Ltd. Affliate  ocovenes) - (5,592)
(Reimbursement)
e . Recoveries/
Nestlé Philippines, Inc. Affiliate (Reimbursement) 7,384 (2,540)
Services Received (21,670) (11,124)
Nestlé R&D Center (Pte) Limited Affiliate Recoveries/
. 1,436 -
(Reimbursement)
Nestlé Regional Service Centre - )
(Malaysia) Sdn. Bhd. Affiliate Reimbursement (786) -
) Dividend* (2,717,013) (2,683,656)
Nestlé S.A. P t
estie aren PSUP & RSUP* (122,479) (70,691)
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Name of the Company Relationship Nature of Transaction 2022 2021
Rs.'000s Rs.'000s
Nestlé Singapore (Pte) Limited Affiliate Reimbursement - (310)
Nestlé South Africa Affiliate Recoveries 1,164 -
Nestlé Suisse S.A. Affiliate Imports ) (478)
Reimbursement (517) (152)

Nestlé (Thai) Limited Affiliate Recoveries/ 2,483 7,029

(Reimbursement)

Eae;tlg ;:cfizua/d(-ientre—M|ddle Affiliate Loan Interest (365,096) (94,131)
Nestlé UK Limited Affiliate Imports (8,373) -
i . Services Received (8,234) (2,401)
Nestlé USA, Inc. Affiliate Recoveries 31,643 4,166
Nestlé Waters Management Affiliate Services Received (7,750) (1,067)
gie;::gl:/t\ilzaerss.Al\/'lgrketlng & Affiliate Imports/Re-Export (20,431) (13,332)
Exports 60,515 1,981,142
Imports (95,267) (1,391,837)

Nestrade S.A. Affiliate Recoveries 15,798 19,280
Services Rendered 25,004 33,961
Services Received (655,841) (315,285)

Nestlé Zimbabwe Affiliate Recoveries 121 -
General Licence Fee (3,167,754) (1,933,643)

Société des Produits Nestlé S.A. Affiliate Recoveries 1,298 1,341
Reimbursement (18,856) -

* Exempted related party transactions as per section 9.5 (b) and (c) of listing rules.

Aggregated value of the recurrent related party transactions (excluding exempted related party transactions) as a

percentage of gross revenue is 31.9% (2021- 32.9%).

Transactions with related parties are carried out in the ordinary course of the business and were made on terms
equivalent to those that prevail in arm’s length transactions.
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25.1.2. Non-Recurrent Related Party Transactions 26. Financial Risk Management
Name of the Company Relationship Nature of Transaction 2022 2021 In the course of its business, the Company is exposed to a number of financial risks: credit risk, liquidity risk and
Rs./000s Rs.000s market risk (including foreign currency risk and interest rate risk).

Nestlé Treasury Centre Middle East & N 4 The Board of Directors has the overall re:spgnsibility for the establishment and oversight of Fhe Cpmpany‘s risk

Africa Ltd. Affiliate Loan Receipt 4,320,000 5,373,200 management framework. The Company'’s risk management procedures are established to identify and analyse the
Loan Settlermnent ) (1,893,000) risks faced by the Company, set appropriate risk limits, and to control and monitor risks to ensure adherence.

Nestrade S.A. Affiliate Capital Expenditure (869,334) - (a) Credit Risk -

Nestlé Cote D'lvoire Affiliate Capital Expenditure - (503)

Credit risk arises when the counterparty may fail to perform its obligation. The risk in this regard arises from trade and
other receivables, which are subject to credit limits and control and approval procedures to minimise the extent of the

Transactions with related parties are carried out in the ordinary course of the business and were made on terms ) } ) | AR )
Company's financial exposure. Bank guarantees are obtained where possible to minimise the risk further.

equivalent to those that prevail in arm’s length transactions.

The Company limits its exposure to credit risk by investing only with counterparties that have an existing business
25.2. Transactions with Key Management Personnel relationship at a global level with Nestlé Group.
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. The carrying amount of financial assets excluding short term investments with banks represents the maximum credit

exposure, which at the reporting date is as;

For the Year Ended 31 December 2022 2021
Rs./000s Rs.000s As at 31 December 2022 2021
Rs.'000s Rs.'000s
Executive Directors' Emoluments .
Short-Term Employee Benefits 207,724 159,325 Trade Receivables ELle 111 1,881,834
Share Based Payments* 90,512 53,725 Loans to Employees : e 369,401
298,236 213,050 Amount due from Rela.ted Parties 1,034,828 873,080
Non-Executive Director's Fees 2,000 1,800 Other Non-Trade Receivables 270,379 86,761
300,236 214,850 4,822,411 3,211,076
The Ageing of Trade Receivables as at the reporting date were as:
There were no transactions with the close family members of key management personnel during the year. Not past due 3,017,516 1,757,182
* Share based payment related to executive directors are recorded on accrual basis. Past due 1 - 30 Days 151,073 160,685
Past due 31 - 60 Days 54,280 1,636
25.3. Share-Based Payments (SBP) Past due 61 - 90 Days 13,069 2,683
The Company participates in the Nestlé Performance/Restricted Stock Unit (PSU/RSU) plan of Nestlé S.A. Past due 91 - 120 Days 4,180 6,909
whereby selected employees are granted non-tradable stock units with the right to obtain Nestlé S.A. shares or Past due more than 120 Days 50,991 56,118
cash equivalents. Performance/Restricted stock units that are granted to employees are vested subject to certain Impairment of Trade Receivables (98,997) (103,379)
conditions, after completion of three years. Upon vesting, Nestlé S.A. determines whether shares, free of charge or 3,192,112 1,881,834
cash equivalent to the value of shares, are to be transferred to employees. The Company has to pay Nestlé S.A. an
amount equivalent to the value of Nestlé S.A. shares on the date of vesting, delivered to the employee. Accruals are (b) Liquidity risk -
made based on estimates, including the Nestlé S.A. share price, and the period end exchange rate over the vesting Liquidity risk arises when the Company encounters difficulties to meet commitments associated with liabilities and
period of three years. other payment obligations. In the management of liquidity risk the Company monitors and maintains sufficient backup
lines to finance Company's operations. The Company’s objective is to maintain a balance between continuity of
For the Year Ended 31 December 2022 2021 funding and flexibility through short-term and long-term borrowings.
Rs.'000s Rs.'000s
Number of shares granted during the year 1,463 3,006
Fair value of shares granted during the year 63,643 85,606
Total expense recognised in Statement of Profit or Loss 122,479 70,691
Carrying amount as at the reporting date 141,816 124,336
There are no related party transactions other than those disclosed in Notes 17, 22, 24 and 25.
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The Contractual Maturities of Financial Liabilities are as follows;

For the Year Ended 31 December 2022 2021
Less than 6 6-12 1-5 Lessthan6 6-12 1-5Years
Months Months Years Months Months

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

Trade and Other Payables* 8,990,173 - - 6,283,902 - -

Amounts due to Related Parties 6,177,210 - - 1,988,465 - -

Loan from Related Party - - 14,185,500 - - 5,386,500

Other Current Financial Liabilities

(Excluding Lease Liabilities) L ) : 36,770 ) )
15,189,905 - 14,185,500 8,309,137 - 5,386,500

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

(c) Market Risk -

The Company is exposed to risk from movements in foreign currency exchange rates, interest rates and market
prices that affect its assets, liabilities and anticipated future transactions. During 2022, the Company was exposed

to significant rupee depreciation coupled with currency shortages, changes in import regulations, high inflation and
interest rates coupled with economic and political instability. The Company has taken necessary steps such as driving
exports, effective utilisation of foriegn currency, optimisation of value chain and product portfolio, to overcome related
operational and financial risks.

The Company is exposed to currency risk on sales, purchases and loans that are denominated in foreign currencies,
primarily the US Dollar (USD), Singapore Dollar (SGD), Australian Dollar (AUD), Euro (EUR) and Swiss Franc (CHF). The
exposures are managed within a prudent and systematic hedging policy in accordance with the Company policy and
prevailing banking regulations.

The Company manages the interest rate risk to minimise the adverse effects of fluctuations by closely monitoring the
interest rates and negotiating favourable rates on borrowings/investments.

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

Exposure to Currency Risk
The Company's exposure to currency risk as at the reporting date can be summarised as follows;

Rs.'000s

uUsbD EUR SGD AUD CHF
As at 31 December 2022
Receivables 1,734,293 15,663 - - -
Payables* (16,026,155) (250,894) (28,133) (42,866) (35,647)
Net Financial Position (14,291,863) (235,231) (28,133) (42,866) (35,647)
As at 31 December 2021
Receivables 1,229,710 - - - -
Payables (7,404,121) (222) 871 (20,560) (20,860)
Net Financial Position (6,174,411) (222) 871 (20,560) (20,860)

* Payables of Rs. 16 Bn includes the USD denominated foreign currency loans received from Nestlé Treasury Centre
Middle East & Africa Ltd., amounting to Rs. 14.2 Bn (USD 38.6 Mn).

The following significant exchange rates are applied:

As at 31-Dec-22 31-Dec-21
usD 367.50 202.50
EUR 391.50 228.95
SGD 273.72 149.97
AUD 249.37 147.02
CHF 397.47 221.42

Sensitivity Analysis

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

31-Dec-22 31-Dec-21

Strengthening Weakening Strengthening Weakening
profitorloss  profitorloss profitorloss  profit or loss

Rs."000s Rs."000s Rs.'000s Rs."000s
USD (1% movement) (142,919) 142,919 (61,744) 61,744
EUR (1% movement) (2,352) 2,352 (2) 2
SGD (1% movement) (281) 281 9 (9)
AUD (1% movement) (429) 429 (206) 206
CHF (1% movement) (356) 356 (209) 209

Exposure to Interest Rate Risk

The Company gets exposed to interest rate risk on the loans it obtained from Nestlé Treasury Centre Middle East &
Africa Ltd., amounting to Rs. 14.2 Bn (USD 38.6 Mn), which are based on SOFR. (2021 was based on LIBOR) (Refer
Note 22.1 Non-Current Financial Liabilities).

Sensitivity Analysis
The following table demonstrates the sensitivity to a reasonably possible change in interest rates on the above loans.

With all the other variables held constant, the Company's profit before tax is affected through the impact on floating
rate borrowings as follows:

31-Dec-22 31-Dec-21
Increasing Decreasing Increasing Decreasing
Rs."000s Rs."000s Rs."000s Rs."000s
Interest Rate (1% movement) (105,721) 105,721 (9,562) 9,562

Capital Risk Management

The Company’s capital management is driven by the impact on shareholders of the level of total capital employed. It
is the Company's policy to maintain a sound capital base to support the continued development of its business.
The Board of Directors seeks to maintain a prudent balance between the components of the Company's capital and
monitors the capital structure and the net financial liabilities, in line with changes in global and local economic and
market conditions.

The gearing ratio (Financial Liabilities/(Financial Liabilities + Equity)) of the Company is 57% as at 31 December 2022
(2021 : 40%).
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27 Derivative Assets and Liabilities and Hedge Accounting

Derivative Financial Instruments

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

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

Hedge Accounting

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

Fair Value Hedges

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

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

The effective part of changes in fair value of hedging instruments is recognised in the Other Comprehensive Income,
while any ineffective part is recognised in the Statement of Profit or Loss. Ineffectiveness of hedges of foreign
currency may result from changes in the timing of the forecasted transactions than was originally foreseen.

Derivatives by Hedged Risks

As at 31 December 31-Dec-22 31-Dec-21
Contractual Fair Value Fair Value Contractual Fair Value Fair Value
or Notional Assets Liabilities or Notional Assets Liabilities
Amounts Amounts

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

Cash Flow Hedges

Foreign Currency Risk 2,449 - 4 1,592,937 14,536 11,674

28 Fair Value Measurement

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

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

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

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

All Company derivative assets and liabilities are categorised as level 2 in the fair value hierarchy (2021 - level 2).
Cash and Cash Equivalents

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

Trade and Other Receivables and Amount due from Related Parties are expected to be settled within one year of the
reporting date, hence the discounting impact would be immaterial. Therefore the carrying amount approximates the
fair value as at the reporting date.

Trade and Other Payables and Amounts due to Related Parties

Trade and Other Payables and Amounts due to Related Parties are expected to be settled within one year of the
reporting date, hence the discounting impact would be immaterial. Therefore the carrying amount approximates the
fair value as at the reporting date.

Loan from Related Party

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

Accounting Classifications and Fair Values

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

As at 31 December Fair Value -
Hedging Instruments
2022 2021
Rs."000s Rs."000s

Financial Liabilities
Derivative - Forward Exchange Contract 2,313 4
2,313 4

Commitments

Capital Commitments - The capital commitment for the year 2022, which has been approved and contracted for, is
Rs. 748 Mn (2021 - Rs. 732 Mn).

Contingent Liabilities

There are no material contingent liabilities as at 31 December 2022. (There were no material contingent liabilities as
at 31 December 2021).

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

- An interim dividend of Rs. 55.00 per share amounting to Rs. 2,954,900,465.00 was approved on 20 February 2023
by the Board of Directors and will be paid on 09 March 2023 for shareholders via bank transfers and on 22 March
2023 via cheques.

- The Board of Directors has proposed a final dividend of Rs. 75.00 per share amounting to Rs. 4,029,409,725.00 for
the year ended 31 December 2022, subject to the approval by the Shareholders at the upcoming Annual General
Meeting of the Company.

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

Comparative Information
Comparative information has been reclassified where necessary to conform to the current year’s presentation.
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MET A

On our ambitious journey
towards achieving net zero by
2050, we work closely with our
stakeholders from farm to end-
of-shelf-life to ensure that our
operations have a positive impact
on the environment — even as our
business continues to grow.

agricultural practices

logistics

manufacturing practices

Galvanising

change




We are accelerating our actions
towards tackling plastic pollution
and are committed to making a
significant difference. Our vision
is that none of our packaging,
including plastics, ends up in
landfill or as litter, including in
oceans, lakes, or rivers. We are
working hard to deliver on this
commitment and helping to
achieve a waste-free future.

of our
packaging is designed for recycling

Pioneering a
for aseptic beverage cartons

Helped set up Sri Lanka’s

for aseptic beverage cartons



Planet

Our Schools Waste Management
Programme aims to lay a strong
foundation to encourage behavioural
change in school children - the future
generation of Sri Lanka. Conducted
in collaboration with the Central
Environmental Authority (CEA), the
Ministry of Education, and local
Municipal Councils, the programme
creates awareness on responsible
disposal and encourages students to
act as environmental ambassadors.

schools across
the island reaching more than
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Share Information Corporate Information

Market Price per Share 2022 2021 Name of Company Nestlé Lanka PLC

Highest 24 January 1,240.00 29 June 1,650.00 Registered Office and Head Office 440, T. B. Jayah Mawatha, Colombo 10, Sri Lanka
Lowest 14 December 870.00 4 May 950.00 Tel :(+94 11) 2 696 304, 2 697 821, 2 699 991
31 December 905.00 1,215.50 Fax 1 (+94 11) 2 699 437

Public Holding as at 31 December 8.05% 8.05% E-mail : info.srilanka@lk.nestle.com

Number of Shareholders represented by the Public Holding 6,054.00 5,911.00 Website : www.nestle.lk

The Directors of the company hold no shares in the Company except for Mr. Mahendra Dayananda, who holds 1,000

shares as at period closing (previous year end 1,000 shares). Legal Form A public quoted Company with limited liability, incorporated in Sri Lanka

on 29 January 1981 and listed on Colombo Stock Exchange.
Float Adjusted Market Capitalisation as at 31 December 2022 : Rs. 3,914,034 (Rs'000). As the float adjusted market

capitalization is over Rs. 1 Bn, Nestlé Lanka PLC complies under option 1 of Rule 7.14.1 (b) of Listing Rules. Company Registration Number PQ20
Company Secretary Keerthi Pathiraja
No. Name 2022 % 2021 %
Nestlé Lanka PLC Certifications FSSC 22000 version 5.1. (Food Safety System Certification)
1 Nestlé S.A. 49,400,234 91.95 49,400,234 91.95 ISO 9001:2015 (Quality Management System)
2 Srilanka Insurance Corporation Ltd - Life Fund 264,404 0.49 264,404 0.49 ISO 14001:2015 (Environmental Management Systems)
3 Miss. N. Harnam Neesha Joint Mrs. J.K.P. Singh Jasbinderjit Kaur Piara 201,000 0.37 200,000 0.37 ISO 45001:2018 (Occupational Health and Safety Management System)
4 Deutsche Bank AG Singapore A/C 2 154,297  0.29 154,297 029 SLS Certification for Nestomalt Malted Food, Ceregrow and Cerelac
(DCS CLT Acc For Deutsche Bank AG Singapore - PWM WM Client) Cereal Based Foods for infants and young children, Milkmaid Sweetened
5  SSBT-Al Mehwar Commercial Investments L.L.C. 144,758 0.27 144,758 0.27 Condensed Milk, Nespray Nutri-Up and Nescafé Ice Coffee Flavoured Milks,
6  RBC Investor Services Bank - Coeli Sicav I-Frontier Markets Fund 141342 026 141342 0.26 Maggi Coconut Milk Powder and our entire Maggi noodle range.
7 Employee's Provident Fund 100,000 0.19 100,000 0.19 SLSI Certification for Covid-19 Safety Management System
8  Fairfirst Insurance Limited - Technical Reserve 100,000 0.19 50,000 0.09 Halal Certification, Kosher Certification, Organic Certification,
GMP Certification
9 CITI Bank Newyork S/A NORGES Bank Account 2 94,690 0.18 - -
10 Ceylon Investment PLC A/C 2 85,000 0.16 85,000 0.16 Registrars SSP Corporate Services (Pvt) Ltd
11 Mrs. J.K.P. Singh Jasbinderjit Kaur Piara 77,803 0.14 74,661 0.14 101, Inner Flower Road, Colombo 3, Sri Lanka
12 BNYM RE-GHI Holdings Maruitius 75,000 0.14 75,000 0.14 Tel : 011 2573 894, 2 576 871
13 EMFI Capital Limited 70,996 0.13 - -
) Legal Advisors Keerthi Pathiraja, Attorney-at-Law
14  Ceylon Guardian Investment Trust PLC A/C 2 60,400 0.11 60,400 0.11
D.L & F. De Saram, Attorneys-at-Law
15 Mr. H.M. Udeshi Harin Moraji 60,000 0.11 60,000 0.11
Nithya Partners, Attorneys-at-Law
16 Colombo Investment Trust Plc 50,904 0.09 50,904 0.09
17 Mr. M.M. Udeshi Morarji Meghji Joint Mrs. A.A. Merchant Asha Ajay 45,000 0.08 45,000 0.08 Auditors Ernst & Young (Chartered Accountants)
18 Mr. A.K.L. Hirdaramani Anil Kumar Lalchand 42,500 0.08 42,500 0.08
) ) Bankers Citibank, N.A
19 SSBT-Frank Russel Trust Company Comingled Benefit Funds Trust GNA-6QH3 37,878 0.07 61,980 0.12 Commercial Bank
20 Miss. M.P. Radhakrishnan Meenambigai Priyadarshini 36,667 0.07 36,667 0.07 Deutsche Bank
Hatton National Bank
The Hong Kong and Shanghai Banking Corporation Limited
Standard Chartered Bank
Financial Year 01 January to 31 December
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Notes Notice of Meeting

Notice is hereby given that the forty-second (42nd) Annual General Meeting of Nestlé Lanka PLC
will be held virtually on Monday June 05, 2023, at 10.00am via audio visual means for the following
purposes:

1. To receive and consider the Annual Report of the Board of Directors on the affairs of the
Company, Independent Auditors’ Report and the financial statements for the year ended 31
December 2022.

2. To approve a final dividend of Rs. 75.00 for the year ended 31 December 2022 as recommended
by the Board of Directors.

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

4. To re-elect as Director Ms. Svetlana Boldina, in terms of Article 64 of the Articles of Association.

5. To re-elect as Director Mr. Dian Gomes, in terms of Article 56, 57 and 58 of the Articles of
Association.

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

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

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

By Order of the Board.

NESTLE LANKA PLC.

=

Keerthi Pathiraja

Company Secretary

20 February 2023
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Notice of Meeting

Note

1. The Forty second (42nd) Annual General Meeting (AGM) of Nestlé Lanka PLC will be a virtual meeting,
held by participants joining in person or by proxy through audio or audio visual means only in the manner
specified below:

2. The AGM is to be held in line with the guidelines given by the Colombo Stock Exchange and as per applicable
laws.

3. The Board of Directors, the Company Secretary, and the Auditors will be attending from the Head Office of
Nestlé Lanka PLC, No. 440, T. B. Jayah Mawatha, Colombo 10, at 10.00 a.m. on Monday 05 June 2023 or via
audio or audio visual means.

4. (a) The Board will make necessary arrangements for shareholders who wish to participate at the AGM via an
online meeting platform, by ensuring that login information will be forwarded to them prior to the date
of the AGM in the form of an audio/video link. To facilitate this process, they are required to send their
email addresses by completing the Attendance Form on page 124 via email to keerthi.pathiraja@lk.nestle.
com, or by post to Company Secretary Nestlé Lanka PLC, No. 440, T. B. Jayah Mawatha, Colombo 10, not
less than seven (07) days prior to the date of the meeting so that the meeting login information could be
forwarded to the email address furnished.
Alternatively, shareholders may also log onto the Company website https://[www.nestle.lk/investors/key-
facts-and-figures and register themselves to join the Virtual AGM.

(b) To facilitate the appointment of proxies, the Form of Proxy is attached with the Notice of Meeting and the
duly filled Forms of Proxy are required to be forwarded to the Company Secretary via e-mail to keerthi.
pathiraja@lk.nestle.com, or by post addressed to the Company Secretary, Nestlé Lanka PLC, 440, T. B.
Jayah Mawatha, Colombo 10, not less than forty eight (48) hours before the time fixed for the meeting.

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

5. If the shareholders wish to raise any queries/questions during the meeting, they are advised to forward
the same via e-mail to keerthi.pathiraja@lk.nestle.com, or by post addressed to the Company Secretary,
Nestlé Lanka PLC, 440, T. B. Jayah Mawatha, Colombo 10, not less than seven (7) days prior to the date of
the meeting, so that the Company Secretary will be able to compile the queries and forward same for the
attention of the Board of Directors to be discussed at the meeting.

6. The shareholders who wish to speak or raise verbal questions at the meeting will be able to join the meeting
through audio or audio and visual means, and to facilitate this process, they are required to send their email
addresses via email to keerthi. pathiraja@lk.nestle.com, or by post addressed to the Company Secretary,
Nestlé Lanka PLC, 440, T. B. Jayah Mawatha, Colombo 10, not less than seven (07) days prior to the date of
the meeting so that the meeting login information could be forwarded to the email address furnished.

7. Shareholders are requested to appoint an Independent Non-Executive Director or any other Director of the
Company of their choice as their proxy to represent them and vote on behalf of shareholders at the meeting.

8. The Annual Report of the Company for the year ended 31 December 2022 will be available for perusal on the
Company website https://www. nestle.lk/investors/key-facts-and-figures, and the Colombo Stock Exchange
website on www.cse.lk.
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Form of Proxy

Nestlé Lanka PLC

being a member /members of the above named Company, hereby appoint Mr. Suresh Narayanan (whom failing),
Mr. Bernhard Stefan (whom failing), Mrs. Kumudu Dias (whom failing), Ms. Svetlana Boldina (whom failing),
Mr. Mahen Dayananda (whom failing), Mr. Dian Gomes (whom failing), Mr. Mohamed Reyaz Mihular or ............cccccevvvrennneen.
....................................................................................... as my Jour proxy to represent mefus and vote for mefus on my/our
behalf at the Forty-second (42nd) Annual General Meeting of Nestlé Lanka PLC, to be held on Monday, 5 June 2023, at

10.00 a.m. or at any adjournment thereof

Agenda [Resolution For

1.  To receive and consider the Annual Report of the Board of Directors on the affairs of the
Company, Independent Auditors’ Report and the financial statements for the year ended
31 December 2022.

2. To approve a Final Dividend for the year ended 31 December 2022 as recommended by
the Directors.

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

4. To re-elect as Director Ms. Svetlana Boldina, in terms of Article 64 of the Articles of
Association.

5. Tore-elect as Director Mr. Dian Gomes, in terms of Article 56, 57 and 58 of the Articles of
Association

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

Jijoog U
01010010 O

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

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

]
]

SIGNEA e on this .cccovvveeeiiieiiieeee, day of 2023
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Form of 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.

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

3. If the Shareholder is a Company or Corporate Body, the proxy form should be executed under its common seal
in accordance with its Articles of Association or Constitution.

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

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

NESTLE LANKA PLC
42nd Annual General Meeting 2023
Registration of Shareholders Details for Virtual AGM

Please provide the following details (mandatory)
Full name of Shareholder L et eeeeeeeeetteeeeeeeeeesteeeeatteeeaaeteeeaattteeaatteeaatteeeabteeeaanateeanteeeaanteeeeannnes
Folio/NIC/PP/Company Registration NO. : .......ccocovuiiiiuieeieeeeeeeee et eeeeeeeeeetteeeeeeeteeeeaeeeeteeeeseeeeteseeseseteseseeennes
Contact No. T ettt e heeeeeteee e tteeeattee e e a—eeeaahteeeeabteeeabteeeaahteeeeanbteeeanbeaeeabteeeeanen
E-mail address of the Shar€holdEr/(S) i .eoeiooeeiieeeeee e e e et e e eeae e e s enaaeessaaeesenns
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