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The health of our Company is intrinsically

linked to the health and resilience of the
society we operate in.

We aim to make a positive impact and create
maximum value for the communities.

We focus on enabling healthier and happier
lives for individuals and families, helping
develop thriving and resilient communities

and stewarding the planet’s natural resources

for future generations.
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Dear Shareholders

2018 has been memorable and a year of many ‘firsts’.
We started the year on a bright note, as by the end
of 2017 we became the first listed pure play food
and beverage Company in India to reach a milestone
crossing INR 10,000 crore in revenue. This historic
milestone signifies the strength of our 106-year
old business in India and will serve as a moment of
inspiration as we continue to build for a healthier
future. It is clear that a healthier future requires a
healthier business and a healthier society, and my
team and | are fully committed to this. We continued to
build trust with consumers and communities by being
responsible, transparent and maintained our focus on
building long term relationships.

Consumers have always been at the heart of our
initiatives. We continued to offer exciting new product
categories by introducing NESPLUS Breakfast Cereals,
MAGGI Nutri-licious Baked Noodles, MAGGI Dip
& Spread, NESCAFE Ready-to-Drink Cans, NESCAFE E
Smart Coffee Machine and EVERYDAY Chai Life.

In all our initiatives we were provided valuable
support by Nestle Group’s unmatched Research and
Development network. Your Company has access to
thousands of brands and technologies developed by the
global network of Research and Development centres,
including the one at Manesar, Haryana. Nestle Group
has also provided immense support in almost all areas
of operation be it practices related to human resources,
operational efficiencies, information technology or
various initiatives with communities. | am grateful to
Nestle Group for their support over the past decades
with brands, technology and expertise to establish
the strong and durable foundations of your Company.

As a responsible and responsive corporate citizen,
we stepped up our initiatives towards plastic waste
management. One of the initiatives we launched
last year was ‘2 Minute Safaai Ke Naam’. This
included a pilot project in Dehradun and Mussoorie
wherein consumers were given a packet of MAGGI
Noodles for every 10 MAGGI noodle wrappers they
return. We have also set up eco-warriors within the
organization, wherein employees are doing their
own bit on spreading consumer education and
awareness. At the same time we have taken steps to
recycle the plastic waste in 12 states. The journey is
continuing and we are making our best endeavor to
have plastic neutrality in next few years. | am deeply
inspired by my colleagues and external partners who
resonate and dedicate their efforts to this purpose
of reducing the impact of plastic in the environment.

At Nestle India, we believe in enabling a healthier society
through various on the ground initiatives. We recently
celebrated the completion of three years of Project
JAGRITI in association with MAMTA Health Institute

for Mother and Child. It has reached out to over 4.5
million beneficiaries on creating awareness in the
communities on issues related to health, nutrition,
and sanitation (HNS), in alignment with the national
goals. Nestle Healthy Kids has a program which creates
awareness on nutrition and lifestyle, and has reached
out to over 2.8 lakh adolescents.

At Nestle India, we believe in the power of long term
relationships. In addition to our own employees,
we work with hundreds of partners, thousands of
suppliers and millions of farmers around the world.
Our collective aim is to help develop thriving and
resilient communities as part of a secure, long-term
supply chain.

The consumer landscape is evolving rapidly across
India. It is important to engage the many ‘India’s’ within
India’, where every 100 kilometers, people experience
a different India and diverse consumer behaviour.
Brands need to embrace the varied needs, habits and
perception of our rich consumer base, by engaging with
them through localisation and personalisation of their
product offering. We therefore adopted the regional
cluster approach for increased penetration leading to
volume-led growth.

Thecountryisevolvinginto new modes forconsumption
trying out new things, new experimentations, new
lifestyles and new cuisines. We will accelerate
innovation and renovation to participate in the
consumer journey by focussing on our core values and
purpose of ‘enhancing quality of life and contributing to
a healthier future’. The future of our brands at Nestle
India continue to be exciting and our collective energies
are focused to harness the many opportunities to build
a healthier future for our consumers and thus make our
small contribution to the well-being of the nation. In
this context, the support from Nestle Group is essential
and we look forward to continued access to latest state
of the art technologies developed by the group along
with worldwide brands and processes developed in
many relevant areas.

T

Suresh Narayanan
Chairman & Managing Director
Nestlé India Limited



Enhancing Quality of Life and Contributing
to a Healthier Future

Clean Drinking Water
Facilities: Over 136,000
beneficiaries

Training Over
14,000 Street

Food Vendors Healthier

Society

Healthier
Businesses

Enduring
Patnerships

Healthier
Products

Continuous
Effort of Fortifying
Products

Fortified with Iron, Vitamin A
& lodine

Enviroment

Nutrition
Counselling

Healthier
People

Nestle Healthy Kids
Programme: Over
280,000 beneficiaries

Healthier
Communities

i
Engaging 2500+ Coffee
Farmers & around 100,000
Dairy and 1,250 Spice
Farmers

EJ ST

For the period 2003-2018, for every tonne produced:

J Energy usage by 45%

¥ Water usage by 53% and waste water generation
by 49%.

¥ Greenhouse gases generation by 55%

Leading the way to a waste-free future. Making

100% of our packaging recyclable or reusable by

2025.

Healthier
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Building a
Healthier Society

Healthier Community, Healthier Environment

We strongly believe that for a business to
prosper, the society in which it operates must also
be healthy.



Bringing Smiles With Nestle Healthy Kids Programme

Impact
Increase in number of Increase in

e
Children Attending Handwashing

School Regularly 2015 2018 2015 2018 Behaviour Using Soap

R X
o 5 o R
of S H+18%
T) Lo .
Increase in
Increase in Consumption Consumption of Fruits

of Green Vegetables 2015 2018 2015 2018 At Least 3 Times a Week

280,000 adolescents benefitted across 22 states




Towards a Healthier Nation - Project JAGRITI

Impact
2 2 Increase N
° R . © Increase in In Iron < <
) ! . Early Antenatal |  Folic Acid £
Increase in Care Visits i Consumption
Exclusive by Pregnant by
Breastfeeding 2015 2018 : 2015 2018  Women i Adolescents 2015 2018
2
o g
@ =S B+28%
D 3 Increase In Usage
. ecrease of Family Planning
in Number of Early : Methods by
Marriage Incidences 2015 2018 2015 2018  Young Couples

4.6 million beneficiaries across 8 states/ UT (1.5 million
direct, 3.1 million indirect)

Nestlé India Limited ® Annual Report 2018 7



From a Drop of Milk to
Rivers of Milk

* The Moga model follows
global best practices in dairy
farming

¢ Over 70,000 women dairy
farmers are engaged through
capacity building programme

* Farmers gain by veterinary
services, technical assistance,
medical camps, breeding,
feeding, milk hygiene & milk
quality

Around 100,000 dairy
farmers working as
partners in growth

Every Bean Chosen With Care
- NESCAFE Plan

e Sustainable relations
developed over the years

e |dentified farmers for quality,
compliance & 4C Certification

(Common Code for the Coffee
Community)

¢ Assisting in improving farm
economics (higher productivity,
optimized cost of production
and increased quality)

Supporting over 2,500

coffee farmers




Clean Drinking Water Projects

Nestle India is committed to not only
reducing its water footprint, but also
championing the cause of water
stewardship and raising awareness on
water management across its value
chain.

260 water facilities, benefitting

over 136,000 students

SANITATION FACILITY
FOR GIRL STUDENTS
SPONSORED BY

NESTLE INDIA LIMITED

Sanitation Facilities For
Girl Students

Sanitation facilities for girl students has _
a direct impact on the attendance of The project focuses on food safety and
girls in schools. hygiene awareness in order to control

food borne diseases. Also contributing in
enhancing livelihoods.

Project Serve Safe Food

550 sanitation facilities,

benefitting over 180,000
girl students

Over 14,000 street food

vendors in 12 states

Nestlé India Limited ® Annual Report 2018 9



An Abiding Commitment to The Environment

J

Year 2003 Year 2018 Year 2003 Year 2018 Year 2003 Year 2018
Energy usage (GJ/tonne) Waste water generation Water usage per tonne of
per tonne of production per tonne of production production

For the period 2003-2018, for
every tonne produced, the
Company has reduced the usage
of energy by 45%, reduced water

usage by 53%, reduced the
generation of greenhouse gases
by 55% and the generation of

gases per tonne of production waste water by 49%.

Year 2003 Year 2018

Generation of greenhouse

10



Plastic Waste Management

Developing waste management
systems

Reducing the use of plastics and
developing alternate packaging
material

Behaviour change with
responsible communication

The employees volunteered

to interact with waste picker
communities and also painted their
houses with bright colours

’ as a symbol of respect towards them

This year we managed approximately

5,986 Metric tonnes of post-consumer
multi layered packaging waste as a part of
our commitment as Extended Producers’

Responsibility.

Nestlé India Limited ® Annual Report 2018
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Building a
Healthier Business

Healthier Products, Healthier People

Leading the Nestle Way: Learn Global, Act Local



NESTLE Group’s Research and Development unmatched capabilities and expertise
continued to support us. Under the General License Agreements, we have
ongoing access to:

+ Global portfolio of several brands and patents

+ Proprietary technologies and know-how developed by the
global network of R&D centres

+ Expertise across operations, commercial and support functions

Nestle Group Investing in Science to
Drive Innovation in India

+ 31 R&D Centres across 5 continents (Including one in India)
+ Over 4,500 people involved globally in scientific research

Nestlé India Limited ® Annual Report 2018 13



Manufacturing Citadels of Nestle India

1961 manufacturing 1967 manufacturing
facility set up in facility set up at Choladi,
Moga, Punjab Tamil Nadu

1989 manufacturing 1993 manufacturing 1995 manufacturing
facility set up in facility set up in facility set up in
Nanjangud, Karnataka Samalkha, Haryana Ponda, Goa

1997 manufacturing 2006 manufacturing 2012 manufacturing
facility set up in facility set up in facility set up in Tahliwal,
Bicholim, Goa Pantnagar, Uttarakhand Himachal Pradesh

14



Continuing Our Innovation Journey
Delighting consumers with around 40 innovations in last 3 years

Nesf’fus M‘SP& e

Nesf !us

Nestlé India Limited ® Annual Report 2018 15



Harnessing Opportunity Through Focused Cluster
Approach

PROBLEM
SOLVING

PLANNING

PERFORMANCE
TRACKING

RESOURCE
OPTIMIZATION
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10 - Year Financial Highlights

% in millions (except otherwise stated)

2018 2017 2016 2015* 2014 2013 2012 2011 2010 2009
Results
Sales 112162 101351 94,096 81,233 98,063 90,619 83,023 74,908 62,5647 51,294
Profit from 23,509 18,305 16,542 13,338 17,926 16,941 15,400 13,840 11,387 9,167
Operations
as % of Sales 21 18 18 16 18 19 19 18 18 18
Profit after Tax | 16,069 12,252 10,014 5633 11,847 11,171 10,679 9,615 8187 6,550
as % of Sales 14 12 11 7 12 12 13 13 13 13
Balance Sheet
and Cash flow
Statement
Egiéeho'ders 36,737 34,206 32,823 28,178 28,372 23,687 17,984 12,740 8554 54813
Return on
Average Equity 45 37 33 20 46 54 70 90 114 124
(%)
%V‘f/rat'”g Cash 50,525 18178 14,659 10,981 16440 17964 16,934 11582 10,368 9,279
as % of Sales 18 18 16 14 17 20 20 15 17 18
Capital

. 1,628 1,959 1,133 1,493 4,044 3282 9,744 15552 4,459 2,552
Expenditure
as % of Sales 1 2 1 2 4 4 12 21 7 5
Data per Share
Earnings per 166.7 1271 103.9 584 1229 1159 1108 99.7 84.9 67.9
share })
Dividend per 115.0 86.0 63.0 485 63.0 485 485 485 485 485
share )
I\Ilar_ket_ .
capitalisation. | 107091 75638 58,137 56,153 61511 51074 48115 40231 36592 24,566
(T in crores)
Number of 7,604 7527 7,588 7495 77228 7,159 7,008 6,639 5573 4,983
employees

Figures from 2016 onwards are as per Ind AS. Effective 1 July 2017, Sales are not comparable due to
change in structure of Indirect taxes.

*Impacted by MAGGI Noodles issue
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Board's Report - 2018

Dear Members,

Your Directors are pleased to present their
report and financial statements for the year

ended 315t December, 2018.

Financial Results and State of

Company's Affairs

& in Million)
Particulars 2018 2017
Sale of products 112,162.3 | 101,351.1
Add : Other operating revenues 760.4 570.7
Add : Other Income 2,589.2 1,769.2
Total Income 115,5611.9 ' 103,691.0
Less : Total Expense 91,222.4 85,298.0
Profit before tax 24,289.5 18,393.0
Less: Tax expense 8,220.2 6,141.1
Profit after tax* 16,069.3 12,251.9
Add : Other Comprehensive Income (404.1) (889.8)
Total Comprehensive Income 15,665.2 11,362.1
Opening balance in Retained Earnings 25,054.5 23,689.3
Amount available for appropriation 40,821.8 35,034.0
Interim dividends
2018:%90.00 per share 8,677.4
2017:%63.00 per share 6,074.2
Final dividends
2017:%23.00 per share 2,217.6
2016:%23.00 per share 2,217.6
Less: Dividend distribution tax 2,238.7 1,687.7
Closing balance in Retained Earnings 27,688.1 25,054.5
Key ratios:
Earnings per share R) 166.67 127.07
Dividend per share R)
Interim 90.0 63.0
Proposed - Final 25.0 23.0
#Profit from operations 23,508.6 18,304.8

Reported Total Sales and Domestic Sales

for the year increased by 10.7% and 10.9%,
respectively. These growth rates are adversely
impacted due to lower reported sales by the
change in structure of indirect taxes. Domestic

Nestlé India Limited ® Annual Report 2018

Sales growth is volume led and broad based.
“Export Sales” increased by 6.9%.

SALES

1,20,000
1,00,000
80,000

60,000+

(% in Million)

40,000

20,000

0-
2014 2015" 2016 2017# 2018*

*Impacted by MAGGI Noodles issue
Figures from 2016 onwards are stated as per Ind AS
#Sales are not comparable Refer note 4 of the financial statements

Other Income has increased due to higher
average liquidities as well as higher yields.
The Impairment loss on property, plant and
equipment of ¥110.8 million relates to various
items of plant and machinery and building that
have been brought down to their recoverable
values upon evaluation of future economic
benefits from their use.

EARNINGS
20,000 220
18,000 200
16,000 180
14,000 160
5 140
2 12,000
= 120
£ 10,000
v 100
8,000
80
6,000 - L 60
4,000+ 40
2,000 - 20
2014 2015" 2016 2017 2018
== Profit after tax Depreciation & Impairment
== Cash profit per Share == Earnings per Share Dividend per Share

=== Cash Profit = Profit after Tax + Depreciation + Impairment loss

‘Impacted by MAGGI Noodles issue

Figures from 2016 onwards are stated as per Ind AS
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Your Company has created a contingency
provision of ¥1,242.5 million for various
contingencies resulting mainly from matters,
which are under litigation / related disputes
and other uncertainties requiring management
judgement. Your Company has also reversed,
utilised/settled contingency provision of ¥205.7
million due to the satisfactory settlement of
certain litigations and settlement of obligations
under free replacement warranty for which
provision was no longer required.

SOURCES AND UTILISATION OF CASH

24,000 20
# #
20,000 16
__ 16,000~
S - 12
S 12,000
£
v -8
8,000
4,000 I 4
0- I I -0
2014 2015" 2016 2017 2018
Debt : Equity 1:99 1:99 1:99 1:99 1:99

mmmm Operating Cash Flows
mm Capital Expenditure

mmmm Borrowings (Net)
Dividend and Tex thereon

2 Repayment of Borrowings === Op. Cash Flows as a % of Sales

*Impacted by MAGGI Noodles issue

Figures from 2016 onwards are stated as per Ind AS
*#Ratio is not comparable (Refer note 4 of the financial statements)

SHAREHOLDERS' FUNDS

40,000 — 90
35,000
~ 75
30,000
~ 60
<= 25,000
]
5 20,000 a5
f=)
¥ 15,000
~ 30
10,000+
~ 15
5,000~
0- -0
2014 2015" 2016 2017 2018
=== Share === Reserves & = Return on

Capital Surplus Average Equity(%)

*Impacted by MAGGI Noodles issue
Figures from 2016 onwards are stated as per Ind AS
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Operating Cash Flows as a % of Sales

Return on Average Equity (%)

MARKET CAPITALISATION
1,200 -

400
1,100
1,000

900 o

800

300

(% in Billion)

700
600 —~ 200
500
400 —
300 100

oI I I Lo

200
100+
2014 2015" 2016 2017 2018
wewm Market Capitalisation ~ wmmm Book Value per Share
Market Capitalisation is based on year end closing share price quoted
on the Bombay Stock Exchange.

Book Value per share is based on the total shareholder's funds as at
the year end.

*Impacted by MAGGI Noodles issue
Figures from 2016 onwards are stated as per Ind AS

FIXED ASSETS
40,000 — -5
- 4
30,000 -
<z -3
S
S 20,000
£
12 -2
10,000 —
-1
2014 2015" 2016 2017 2018
m=== Net Fixed Assets mgem Net Fixed Assets Turns (Times)
*Impacted by MAGGI Noodles issue
Figures from 2016 onwards are stated as per Ind AS
*Ratio is not comparable (Refer note 4 of the financial statements)
EMPLOYEE BASE
8,000 — 16
§ 6,000 - - 12
>
o
Q
£
44,000 L g
o
3
£ 2,000~ -4
z
0- -0

2014

2015"
w=== No. of Employees

* Impacted by MAGGI Noodles issue

Figures from 2016 onwards are stated as per Ind AS

#Ratio is not comparable (Refer note 4 of the financial statements)

2016 2017 2018
mjem Sales per Employee

Dividends

Per Share (Face Value - ¥ 10)

Net Fixed Asset Turns (Times)

Sales per Employee (% in Million)

The Board of Directors have recommended
a final dividend of ¥25.0 per equity share



amounting to ¥2,410.4 million for the year
2018. The total dividend for 2018 aggregates
t0¥115.00 per equity share which includes first
interim dividend of ¥20.00 per equity share paid
on 1%t June, 2018, second interim dividend of
%20.00 per equity share paid on 24" August,
2018 and third interim dividend ¥50.00 per
equity share paid on 215t December, 2018.

Amount Transfer to Reserves

Business Development

Your Directors do not propose to transfer any
amount to the reserves.

Exports

The exports for your Company registered growth
of 6.9 % in 2018. Your Company continued to
extend the MAGGI brand beyond India in 13
geographies. In 2018, the culinary category
registered strong growth in markets with sizeable
Indian diaspora contributing the highest quantum.
Your Company also registered growth in the
exports of infant nutrition products to Bangladesh.

Instant Tea exports had strong growth and the
outlook for future looks positive with continued
focus on premium and value added range.

Your Company continues to explore new markets
for its products with added focus on confectionery
products and instant tea vending mixes.

Contribution to the Exchequer

Your Company over the years has been enabling
significant contribution to various taxes. During
the year 2018, the Company through its
business, enabled tax collections at Central and
State level close to ¥30.76 billion, in aggregate.

ENABLED CONTRIBUTION TO EXCHEQUER #
32,000 28

#
28,000 A—r/-‘/ - 24

24,000 —

T
N
o

N
o
=)
S
)

1
T
-
=)

% of Sales

16,000 —
12,000+

(% in Million)
T
N

T
©

8,000
4,000 4

2014 2015" 2016 2017 2018

== Contribution == Contribution as a % of Sales === PAT as a % of Sales
Figures from 2016 onwards are stated as per Ind AS
*Impacted by MAGGI Noodles issue

#Ratio is not comparable (Refer note 4 of the financial statements)
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Your Company’s commitment to Nutrition,
Health and Wellness was further strengthened
in 2018 through new product launches,
community engagement, contribution to the
society and care for the environment. Your
Company made steady strides in the foods and
beverages sector for the Indian consumers that
are designed to provide tastier and nutritious
product offerings of high quality. The year 2018
was shaped by innovation and renovation, with
the launch of around 13 new products. Your
Company continued to access the brands,
technology and assistance from Nestle Group
to drive product innovations and renovations.
Offerings continued to be adapted to suit the
interests, tastes and sensibilities of the diverse
consumers across India. Introduction of newer
formats, local flavours and ingredients enabled
your Company to connect with consumers
across all ages and adapt to the evolving market
place.

Striving towards building a healthier society,
your Company continued to work towards
reducing sodium, sugars and saturated fats, and
adding healthful ingredients like whole grains,
vegetables and micronutrients to its foods and
beverages making them more nutritious.

Your Company reinforced its commitment
towards sustainable environment with special
focus on plastic waste management, paving the
way to build a healthier society.

Innovating and Renovating
‘Prepared Dishes and Cooking Aids’

During the year 2018 'Prepared Dishes
and Cooking Aids’ benefitted from strong
performances across MAGGI
range of products, especially
MAGGI Noodles, where
multifaceted inputs and regional
engagement drove penetration,
distribution and volume growth.
MAGGI Noodles in the Instant
Noodles category maintained its
leadership position.

MAGGI Noodles continued its focus on innovation
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and renovation, with the launch of MAGGI
Special Masala, with ingredients comprising of
20 roasted spices and herbs. Your Company
also introduced for the first time MAGGI NUTRI-
LICIOUS Baked Noodles with sweet corn.

The Cooking Aids business witnessed extremely
encouraging consumer response for MAGGI
MASALA-AE-MAGIC, refurbished with attractive
packaging and amplified with the launch of new
variants for non-vegetarian and South-Indian
dishes. The Sauces business continued to
generate topline growth.

During the year, MAGGI introduced its new
campaign aimed at driving advocacy, ‘Kuch
Achha Pak Raha Hai’. Building on the concept,
MAGGI KITCHEN JOURNEYS, a communication
platform engaging with women showcased

12 inspiring stories of women who have
established their own unique identity, using food
as a medium and made a difference, leveraging
their culinary skills creatively. This platform also
offers online courses on cookery, food safety,
hygiene and even tips on financial management
for start-ups.

Under another initiative, the MAGGI Spice

Plan, your Company, with the help of partners,
has worked with more than 1,250 farmers in
establishing provenance of high quality, locally
sourced spices that has contributed to improving
agricultural practices and consequently, yields.
Today, more than 90% of spices used in

MAGGI TASTEMAKER have traceability up to
the farm level.

Introduction of Breakfast Cereals

In line with the vision to introduce products
rooted in Nutrition, Health and Wellness, your
Company has added Nestlé Breakfast Cereals

from Cereal Partners Worldwide (CPW) to its
existing portfolio during the year. CPW is a 50/50
joint venture which combines the expertise of
Nestle S.A, Switzerland and General Mills Inc.,
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United States, to produce and sell breakfast
cereals. With this launch, your Company’s

objective is to provide high quality nutritious
breakfast cereals to the consumers in India.

Strengthening of ‘Milk Products and
Nutrition’

The "Milk Products and Nutrition” business
continued to register a satisfactory growth,
driven by volume of existing products and an
encouraging response to new products.

Your Company
extended chilled
dairy portfolio range
of healthier yoghurt
based option of Dip
and Spread, under the brand of MAGGI in exotic
flavours such as, Jalapeno Salsa and Cheese
Garlic.

Your Company continued to drive dessert recipe
solutions under the legacy brand MILKMAID,
by driving Ice
Cream Kits and
Choco-Dessert Kits
on e-commerce
platforms, inspiring
consumers to try
new age recipes
with MILKMAID
condensed milk.

Your Company introduced NANGROW, a
nutritious milk drink for growing children aged

2-5 years, containing nutrients that includes high
quality whey proteins, DHA (Docosahexaenoic
Acid), probiotics and immunonutrients, to support
the overall growth and development of the child
with ‘"Zero Added Sugar’ (sucrose). DHA supports
the child’s normal brain development and whey
protein is required for easy digestion. NANGROW
is the only milk drink in its segment with the
proposition of ‘All Growth'. "Zero Added Sugar’,
provides a healthier option for children.

CEREGROVW, an iron fortified nutritious cereal
for children over 2 years, launched its new
communication titled, ‘Poora Poshan, Poori
Tasalli’. CEREGROW is designed to meet the



nutrition requirements of children aged between
2-5 years.

Your Company rolled out a communication titled
‘Pet Bhara, Par Nutrition Bhara Kya?' to educate

consumers to help them make right food choices.

Your Company believes breast milk provides

the best nutrition for babies, and every child
should be exclusively breastfed for six months,
followed by introduction of age appropriate
complementary feeding and breast milk until two
years and beyond.

In the Infant Formula, your Company re-launched
NAN PRO with DHA (Docosahexaenoic Acid)
and ARA (Arachidonic Acid). NAN EXCELLAPRO
was also re-launched with high quality, partially
hydrolysed proteins.
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In Healthcare Nutrition Products marketed
under the umbrella of Nestle Health Science,
your Company has over 10 brands with an
array of appropriate nutritional solutions. This
includes RESOURCE Diabetic intended for
dietary management of individuals with diabetes.
RESOURCE Diabetic has low Glycemic Index,
contains 20 vitamins and minerals and has

high quality protein. Your Company introduced
RESOURCE Renal and RESOURCE Dialysis for
chronic kidney diseases and NOVASOURCE
NUTRIHEP for Hepatic disorders. PEPTAMEN,
a nutritionally balanced peptide based diet, was
re-launched with a new recipe based on latest
advancement in medical nutrition.

Growing ‘Powdered and Liquid
Beverages'’

2018 was an exciting year for the ‘Powdered
and Liquid Beverages' business as your
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Company continued to
focus on growing the
coffee and beverages
market. NESCAFE
consolidated market
share in coffee with
robust brand growths
and also led the
household penetration of the category.

Your Company ventured into the domain of
personal coffee machines with the launch
of NESCAFE E, a smart app enabled coffee
machine.

After the successful launch of NESCAFE
Ready-To-Drink Coffee in UHT format, your
Company also launched successfully Ready-
To-Drink Coffee in can format, under iconic
youth brand of NESCAFE. Instant Premix Tea
was also launched under the heritage brand

of EVERYDAY in three variants - Desi Masala,
Saffron & Cardamom and Ginger & Lemongrass.

NESCAFE Classic leveraged its connect with the
youth and launched a number of initiatives and
activations. The new campaign ‘Badal Life Ki
Raftaar’ establishes the strong role of NESCAFE
Classic to provide the stimulation that equips
the youth to take

on the pressure of
being a grown up.
The topical execution
of the campaign
during monsoon with r
innovative formats

in outdoor was
highly appreciated by
consumers. Weather
based targeting on digital platforms enabled
NESCAFE Classic to connect with the target
audience through relevant messaging. The brand
also reached out to the youth by experiential
coffee sampling at colleges and consumer touch
points across several cities.

NESCAFE SUNRISE continued its journey of
driving brand differentiation in the core coffee
market of South India. The new communication
campaign ‘Start Your Day Bright” was
complemented with a regionalised approach

to drive brand salience, consumption and
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availability. To take the brand culturally closer to
the consumers, NESCAFE SUNRISE launched a
new festive campaign about how small gestures
can make a big difference, just like the rich
aroma granules of NESCAFE SUNRISE.

The premiumisation journey was accelerated
with the relaunch of NESCAFE Gold. The new
product leverages global innovations to build
premium cues and to deliver a superior coffee
cup to consumers. The campaign ‘For The
Moments That Matter’ focused on celebrating
special bonds in your life with a cup that is
crafted with care.

More offerings in ‘Confectionery’

The ‘Confectionery’ business
continued its focus on
growing the core and
foraying into the value-up/
premium segment. The
business wielded its strength
towards continuous
innovation and
renovation of its
portfolio to befit
the evolving consumer trends. It was a year
that delivered strong growth and consumers
responded favourably to the new launches.

Your Company extended its portfolio and set
another innovation benchmark in the coated
wafer category with the launch of MUNCH
Crunch-O-Nuts. It offers in every bite the multi

textural combination of cocoa balls, double choco

layer and delicious peanut creme.

MUNCH also became
the official Crunch
Partner of three
popular teams in
IPL 2018 with its
mega campaign.
Consumers were
offered cool attitude
bands, a limited
edition T20 special
MUNCH Orange
Spinner flavor and a
whole new TVC that
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brought to life the idea of MUNCH giving ‘Free
Ka Attitude’.

MUNCH Nuts new campaign was amongst
the most viewed ads on YouTube, and was
also declared number one campaign on The
Economic Times Brand Equity list.

Your Company also introduced KITKAT
DESSERT DELIGHT Brownie
Kubes, a unique western dessert
concept that provides balanced
dark chocolate for the Indian
consumers. Continuing to provide
innovative breaks to its consumers,
your Company launched a new
strawberry flavoured NESTLE
KITKAT Strawberry Duo.

KITKAT, which has always inspired consumers
to take a break from the monotonous routine,
launched a new packaging, showcasing
immersive travel locations of Goa. Your
Company also collaborated with Government

of Goa and Drishti to train 1,000 lifeguards,
cruise crew, beach cleaning staff and watersport
operators.

‘Neg,tl'e Professional’ — Out-of-Home
Business

Your Company’s ‘Out of Home business’
registered volume and value growth in 2018.
This growth was driven by increased reach
and distribution of products across key out of
home channels such as education institutes,
airlines, railways, offices as well as the food
service channels such as hotels and restaurants.
Your Company also engaged with young chefs
in various hotel management institutions

and celebrated International Chefs Day, by
organizing cooking workshops for adolescents,
teaching them the basics of nutrition.

Institutional packs of NESCAFE Classic,

MAGGI Coconut Milk powder and MILKMAID
performed well with new customer acquisitions
and increased penetration through stronger
customer engagement. New product in the form
of KITKAT bits meant for the bakeries and cafes
was also launched.



With access to an array of brands under its
portfolio, your Company through its retail
formats ‘One Nestlé Experience’, brought
brands and consumers closer. MAGGI and
NESCAFE adopted this format with consumers
seeking high quality food options that fit into
their time crunched lifestyle. Additionally, 300
kiosks operated by third parties selling Company
products were added across cities of India.

Awards and Recognitions

Your Company received awards at various industry
platforms in the area of corporate management,
marketing, advertising, digital engagement,
packaging, human resource development and
corporate social responsibility. Some awards are
listed below:

® Bagged 'Employee Engagement
Leadership Award’ in the category
‘Best Initiative in Benefits for Working
Mothers" at the Employee Engagement
Leadership Converge 2018.

¢ Featured amongst the ‘100 Best
Companies for Women in India” at

the ‘Best of Best Conference 2018’,
presented by Avtar group and Working
Mother Media.

® Recognized by Brand Equity, as one of the "Top
10 Ads of March 2018’ for MAGGI MASALA-AE-
MAGIC "Kuch Achha Pak Raha Hai" film.

¢ \Won the ‘Campaign of the Month Award — All
India’, by allaboutoutdoor.com for KITKAT DESSERT
DELIGHT Brownie Kubes outdoor launch.

¢ \Won silver for ‘Nanhi Kali- Story Books Finds
A Way' in ‘Direct Marketing” and Bronze for
NESCAFE RJ Rishi Campaign in ‘Consumer
Products-Beverages & Drinks Category” at Effie
Awards 2018.

e Awarded ‘Product Innovation of the year 2018" in
the Nutrition Category for NESTLE CEREGROW

e Awarded ‘The Emerging Brand’ by CIMS

Medica in the Health and Wellness Category for
RESOURCE Diabetic.
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® Received Best Supplier Award for ‘Supply Chain
— Food' at Walmart India annual ‘Supplier Summit’

® Recognised by Confederation of Indian
Industries for Food Safety; Food Testing,
Manufacturing Competitiveness and Quality
Management.

e Awarded Silver by Skoch Awards for ‘Corporate
Social Responsibility’ for Project Jagriti
implemented in partnership with NGO Mamta.

¢ \Won ET NOW, CSR Leadership Awards for the
commendable work in the category of ‘Concern
for Health'.

e Mr. Suresh Narayanan was ranked amongst
the ‘Best CEOs' at Asia
- Pacific Gender Diversity
| and Leadership Excellence
&' Awards for ‘Leading on
Gender Diversity'.

e Mr. Suresh Narayanan was honoured with
the '‘Responsible Business Leader’ award for
successfully embedding responsible business
practices across Nestlé India at Responsible
Business Summit 2018.

e Mr. Shobinder Duggal was awarded ‘The
Best CFO of A MNC - Large’ by YES Bank and
Business World.

Employee Focus

Your Company has been recognized as one of
the leading three FMCG Companies for campus
placements, which was further strengthened
through multiple new touch points including the
launch of Company's Instagram page, ‘N-Reach’,
a first of its kind industry-academia partnership,
and 13t Day on Campus with Nestlé.

Your Company in 2018 made successful lateral
hires and strengthened its position as an ‘Equal
Opportunity Employer’. Your Company also

saw a strong representation of women both as
managers and in the field force. In 2018, its field
force constituted 20% women, 71% women as
management trainees, 60% women as technical
trainees and 75% women as sales trainees. The
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diversity extends to your Company’s Board of
Directors, 50% of independent directors
are women.

To further improve diversity, your Company
organized unconscious bias
programmes for employees.
Provision of sanitary pad
dispenser and disposal units in
all factories and offices, sessions
on menstrual health in factories
and enhanced travel benefit for
mothers, contributed towards the creation of an
inclusive environment, that led to an increase in
representation of women employees.

Your Company also launched the Nestle
Changemakers programme — a social sabbatical
policy that allows employees to volunteer their
time and skills with an NGO partner on a socially
relevant project for 4 weeks.

Sales

Your Company has further strengthened

its distribution base, sales capabilities and
execution skills to deliver leadership position in
most categories. The speed, efficiency and best-
in-class roll-out of putting new products on to
the shelves and online platforms, along with the
requisite consumer sampling and engagement
activities has ensured availability, visibility

and accessibility. Your Company continues to
enhance its distribution footprint in the emerging
purchase and consumption domains and
geographies.

N e

The fast growing shopper and consumer
opportunities on the e-commerce channels
were tapped and promoted through customized
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inputs, offers and packs like MAGGI Masala,
NESCAFE travel kit, MAGGI rakhi and
diwali packs.

Your Company believes that distribution-
excellence and customer servicing will remain
the key differentiator in the rapidly evolving

retail landscape. Your Company recognized the
necessity of a granular business focus approach
and alignment process, and therefore conducted
dedicated regional meets with its business
partners across the country. New opportunities,
Initiatives and training programmes were shared,
embraced and organized at these regional

meets to ensure the continued excellence of our
sales operations through our trusted business
partners. Your Company has continued with its
commitment of conducting its sales operations
under the Nestle Business Excellence
framework. This has led to further efficiencies
via enhanced automation, simplification, order-
and-collection management and in addressing
the service gaps and opportunities.

Management Analysis
Review of Economic Scenario and outlook

India’s economy in 2018 gained momentum as
a result of the stabilization of Goods and
Services Tax (GST) and India opening up more to
foreign investors.

The year 2018 witnessed quick recovery and
India's growth accelerated to an estimated

7.3 per cent for 2018 - 19. The economy
regained after a temporary slowdown due to
demonetisation and the implementation of
GST. Economic activity continued to recover
with strong domestic demand and increase

in consumption remained a major contributor
to this growth. India emerged as the fastest
growing major world economy in 2018 despite
increased global vulnerabilities, such as rising
oil prices, escalated trade wars between global
partners, and the US monetary shutdown.

During the year 2018, India made some
important strides. It climbed another 23 points in
the World Bank's ease of doing business index
to the 77" position, for the first time.



During the year 2018, the Food Processing
sector grew at an average pace of 8% per
annum. Government's flagship programmes
played a significant role towards boosting
investment in this sector.

Opportunities and Risks

Aided by consumer demand, private
consumption remains robust in India. Healthy
demand growth outlook will continue to boost
the economy. The rural markets performed well
because of numerous government schemes
and also because of the growing income levels
of the rural population. Consumption in the
rural market was buttressed by a large base of
technologically savvy Indian consumer.

The young India, is aspirational, this is reflected
in the lifestyle choices adopted by them, both

in their personal and professional life. The
availability of high disposable income and
exposure to a rapidly changing environment is
encouraging the millennials to consider health
and wellness as an important part of overall
well-being that complements their changing and
upwardly mobile lifestyle. While there are quick
purchases, these purchase decisions are backed
by healthy choices and increasing demand

for value-up and premium products. Your
Company has specialized digital acceleration and
e-commerce teams that are pursuing business
opportunities in the space of e-commerce.

Your Company can leverage access to Nestle
technology to develop more science-based
products that provide superior benefits of
Nutrition, Health and Wellness at appropriate
price points. Your Company has state-of-the-
art manufacturing facilities, efficient supply
chain, sales automation with extensive reach.
This combined with access to strong R&D and
expertise in science based nutrition plays an
important role in providing high quality and safe
food products. The product portfolio of your
Company continues to be strengthened by
accelerated innovation and renovation to stay
relevant to the emerging and differentiated
needs of the consumers.

Your Company continues to receive valuable
support from Nestle Group’s unmatched R&D
capabilities and expertise. Under the General
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License Agreements (GLAs), your Company has
ongoing access to global portfolio of thousands
of brands and patents, proprietary technologies
and know-how developed by the global network
of 31 R&D centres (including one in India); as
well as expertise across the business value
chain in operations, commercial and support
functions. All the products manufactured and/
or sold by the Company, are on the basis of

the Licences provided by the Licensor to the
Company under the GLAs. The access under
the GLAs to the capabilities of Nestlé Group, is
integral for the Company to continue to deliver
long term sustainable growth, Create Shared
Value for the shareholders and the society.

Your Company has initiatives in place to
minimize the environment footprint in the
areas of water, plastic waste management,
conservation and proper disposal of
packaging materials which are in the latter
part of the report.

Despite risks arising out of volatile crude oil
prices and the weakening of the Indian Rupee
against US dollar, the rural markets combined
with ongoing structural reforms are expected to
continue to boost economic activity in India.

Operational Efficiency

Your Company’s improved operational
efficiencies have delivered products of higher
quality and at a competitive cost.

Your Company through digitalization has
moved towards ‘Paperless Shop Floor’. By
introducing Factory Automation System (FAS)
at all factories, your Company has ensured data
security and reliable network. In addition to the
above, your Company already has an Advanced
Process Control at Samalkha factory which
ensures smooth manufacturing operations,
automated recipe adjustment flexibility, better
control on loss and performance and delivery of
quality products.

Quality and Food Safety

Quality and Food Safety are highest priority
for your Company. Your Company continued
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to deliver products that meet high quality
standards and are safe for consumption. In
line with the requirement of Food Safety
Training & Certification Programme (FoSTaC)
under Food Safety and Standards Act (FSSA),
469 employees have been trained across all
factories.

During the year 2018, all factory laboratories of
your Company have received accreditation from
the National Accreditation Board for Testing
and Calibration Laboratories (NABL), which is
aligned with ISO 17025 Standard. Accreditation
of Laboratories is considered to be an important
indicator of the technical competency to
undertake the tests for which the laboratory is
accredited and further strengthen consumer
trust in the products of your Company.

Environment

The aim of your Company is to develop business
while improving its environmental performance
in order to create a more sustainable future. In
order to achieve this, your Company continues
to focus on measures for the conservation and
optimal utilization of energy in all the areas of
its operations. Factories are encouraged to
consistently improve operational efficiencies,
minimize consumption of natural resources and
reduce water, energy and carbon emissions
while maximizing production volumes.

From 2003-2018, for every tonne of production,
your Company has reduced the usage of energy
by 45%, reduced water usage by 53%, reduced
greenhouse gases generation by 55% and the
generation of waste water by 49%.

Waste for Disposal

Your Company is always looking at ways to
improve efficiency, quality and productivity with
optimal resources and less waste. As part of
the commitment to zero waste to landfill in the
operations, efforts to reduce waste have shown
marked improvement over the last year. During
the year 2018, the factories reduced waste for
disposal to landfill by 68.5% over 2017. Six out
of eight factories are zero waste to landfill and
your Company aims to make all factories as zero
waste to landfill by 2020.
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Packaging and Plastic Waste Management

‘2 Minute Safaai Ke Naam’

Your Company believes that there is a need

to engage with consumers and bring about

a behavioural change about the need for
disposing plastic waste responsibly. Therefore,
your Company designed a campaign for this
purpose and called it, ‘2 Minute Safaai Ke Naam’
(2 minutes for cleanliness) in Dehradun and
Mussoorie. In this campaign, the Company
incentivized the consumers by giving them a
packet of MAGGI Noodles on return of every
10 empty ¥ .
MAGGI :
noodles
wrappers.
This B
campaign 7

brought E;' h_

together

multiple stakeholders to address the issue of
proper plastic waste disposal. Your Company,
the media partner, NGO, not for profit waste
management organizations, colleges /
universities, retailers, owners of MAGGI branded
retail outlets (MAGGI Point), all came together
for responsible disposal of plastic waste and
protecting the environment.

#

In the second phase of this Project, your
Company is working with Mussoorie Nagar
Palika Parishad (MNPP) and RECITY Network

by implementing an integrated plastic waste
management system in Mussoorie. The initiative
will focus on governance, understanding

waste streams and its generation, filling the
infrastructure gaps, driving behavioral change,
developing a monitoring framework to ensure
transparency and developing a circular economy
and structure to carry forward the systems
developed by the Project. The aim of this Project
Is to support Mussoorie being amongst the
cleanest hill stations in India.

Extended Producers Responsibility and
Consortium Approach

Your Company believes that tackling the issue of
plastic waste requires collective approach. Also,
there was an urgent need to showcase that multi
layered plastic waste, when properly collected,
segregated and disposed can be processed and
managed till the end of its life. A consortium



which initially comprised of 5 companies was
formed. The consortium engaged with various
NGOs, waste management service providers and
conducted successful pilot projects to manage
multilayered plastics effectively. The projects
focus on the following:

e Awareness and training programmes for rag
pickers

¢ Improve livelihood of waste pickers

¢ Collection, segregation and recycling of post-
consumer waste

Post successful pilots, the consortium started
working in the states of Punjab and Maharashtra.
The membership of the consortium has
increased to almost 35 FMCG companies and

is expanding. Your Company in its individual
capacity expanded its waste management
projects to another 10 states. In the year 2018,
your Company managed approximately 5,986
metric tonnes of post-consumer multi layered
plastic waste, as a part of commitment towards
Extended Producers Responsibility.

Reduction in Greenhouse Gas Emissions

The Nanjangud factory in the State of Karnataka
has entered into long term power purchase
agreements with two solar power developers to
supply 20 Mio KWH (units) per annum, which is
56% of the total requirement. This initiative will
reduce greenhouse gas emissions by 18,200
tonnes per annum and also save cost.

Safety and Health

Your Company developed a comprehensive and
systematic programme on machinery safety
for the benefit of the employees to prevent
any untoward incident. Your Company has also
taken considerable measures to promote road
safety by conducting awareness campaigns for
the employees as well as third party transport
service drivers. Your Company provides
preventive health check-up to employees.
Your Company offers programmes for
employees, that support healthier lifestyle
choices and also conducts programmes on
yoga, stress management, bone health and
ergonomics.

Nestlé India Limited ® Annual Report 2018

Supply Chain

During the year 2018, Supply Chain continued
to actively work towards enabling consumer

led growth and creating a winning edge. Post
implementation of Goods and Services Tax
(GST) during 2017, your Company initiated

work on simplification of the downstream value
chain and progressed well in reducing the
distribution centres from the starting point of 38
to 30 and plans to continue the work for further
optimisation. This initiative has led to savings in
costs, improved freshness and better availability
of products.

Your Company continues to improve the
freshness of products available on the shelf,
leveraging mobile application based technology
and advanced analytics using data and
information on product attributes and real time
information about on-shelf product freshness
levels. There is continuous improvement in
supply planning resulting in optimum product
inventory and availability of your Company’s
products at each stage of the value chain.
Sustained focus is maintained on continuous
improvement in trade working capital efficiency.
Initiatives during the year targeting optimization
of finished goods and material inventories and
improvement on trade payables have resulted in
improved net trade working capital.

Nestle Business Excellence

To support Nestlé's organization principles of
increased business focus, speed and quality

of execution, and highly efficient support
structures, Nestlé Business Excellence

(NBE) was formed in 2014. Your Company is
constantly working towards transforming End-to-
End (E2E) processes and leveraging technology
to simplify operations and enhance its
capabilities to retain the competitive edge. NBE
provides the requisite framework to leverage
our size, optimize E2E flows and provide world-
class services (Nestlé Global Business Service)
in an integrated, cost-competitive and seamless
manner to support business performance.

Your Company is optimizing six industry-

standard global E2E flows, which captures
ongoing business operations:-
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1. Source to Pay (from sourcing materials and
services to paying vendors)

2. Order to Cash (from customer order to invoice
payment)

3. Hire to Retire (from attracting talent to
enabling employees on their Nestlé journey)

4. Record to Report (from recording transactions
to financial and performance reporting)

5. Plan to Execute (from strategic and product
planning to supplying products)

6. ldea to Launch (from innovative product ideas
to consumer launch)

During the year, your Company implemented
the Idea-To-Launch processes and tools. It

has set up a Centre of Scale at Gurugram that
leverages scale and supports the transactional
processes for the various E2Es. A Centre of
Competence is also being set up to support and
execute competence based E2E activities for
the business operations.

The initiative of Nestle Continuous Excellence
(NCE) will continue to enable through people:
alignment, leadership development and Lean
ways of working. Information Technology

will continue to enable through technology:
processes, data and systems.

Cautionary Statement

a) in the preparation of the annual accounts,

the applicable accounting standards had been
followed and no material departures were made
from the same;

b) they had selected such accounting policies
and applied them consistently and made
judgments and estimates that are reasonable
and prudent so as to give a true and fair view of
the state of affairs of the Company at the end
of the financial year and of the profits of the
Company for that period,;

c) they had taken proper and sufficient care

for the maintenance of adequate accounting
records in accordance with the provisions of the
Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other
irregularities;

d) they had prepared the annual accounts on a
going concern basis;

e) they had laid down internal financial controls
to be followed by the Company and that such
internal financial controls are adequate and were
operating effectively; and

f) they had devised proper systems to ensure
compliance with the provisions of all applicable
laws and that such systems were adequate and
operating effectively.

Corporate Governance

Statements in this Report, particularly those
which relate to Management Discussion

and Analysis as explained in the Corporate
Governance Report, describing the Company’s
objectives, projections, estimates and
expectations may constitute ‘forward looking
statements’ within the meaning of applicable
laws and regulations. Actual results might
differ materially from those either expressed
or implied in the statement depending on the
circumstances.

Directors’ Responsibility Statement

In terms of Regulation 34 of the Securities
Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015
(hereinafter “Listing Regulations”), a Report on
Corporate Governance along with Compliance
Certificate issued by Statutory Auditors of

the Company is attached as Annexure - 1 and
forms integral part of this Report (hereinafter
“Corporate Governance Report”).

Directors and Key Managerial
Personnel

The Directors state that:
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In terms of the Articles of Association of the
Company, on the recommendation of the
Nomination and Remuneration Committee,
the Board of Directors, in its meeting held on



26™ October, 2018 subject to approval of the
shareholders of the Company, appointed

Ms. Roopa Kudva as an Additional Director and
Independent Non-Executive Director of the
Company with effect from 15t January, 2019 for
a period of five consecutive years for a term

up to 31t December, 2023. Ms. Roopa Kudva
holds office up to the date of the forthcoming
Annual General Meeting and is eligible for
appointment. Based on the recommendation of
the Nomination and Remuneration Committee,
the Board recommends for the approval of the
Members through an Ordinary Resolution in the
60" AGM of your Company, the re-appointment
of Ms. Kudva as an Independent Non-Executive
Director for a term of five consecutive years from
15t January, 2019 up to 315t December, 2023.

Pursuant to the provisions of the Companies
Act, 2013 ("Act"), the shareholders in the 56™
AGM of your Company held on 15" May, 2015
appointed Mr. Rajya Vardhan Kanoria as an
Independent Non-Executive Director to hold
office for five consecutive years for a term

up to 121" May, 2019. Mr. Kanoria is eligible

for re-appointment as an Independent Non-
Executive Director for a second term of five
consecutive years. Pursuant to the provisions

of the Act, based on the recommmendation of
the Nomination and Remuneration Committee,
the Board recommends for the approval of the
Members through a Special Resolution in the
60" AGM of your Company, the re-appointment
of Mr. Kanoria as an Independent Non-Executive
Director for second term of five consecutive
years from 13™ May, 2019 up to 12" May, 2024.

Mr. Martin Roemkens shall retire at the
forthcoming AGM of your Company by
rotation and being eligible offers himself for
re-appointment. His brief resume and other
details as required under the Act and Listing
Regulations for his re-appointment as Director
are provided in the Notice of the 60" AGM of
your Company.

Details of the proposal for the appointment /
re-appointment of Directors are mentioned in
the Explanatory Statement under Section 102 of
the Companies Act, 2013 of the Notice of the
60" Annual General Meeting (‘AGM’) of

your Company.
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The Independent Directors of your Company
have given a declaration confirming that they
meet the criteria of independence as prescribed
both under the Act and the Listing Regulations.
The Nomination and Remuneration Committee
had adopted principles for identification of Key
Managerial Personnel, Senior Management
including the executive directors which are
based on “Nestle Purpose and Values”

and “Nestlé Leadership Framework”. The
Appointment and Remuneration Policy of the
Company includes criteria for determining
qualifications, positive attributes and
independence of a director and policy relating to
the remuneration of Directors, Key Managerial
Personnel and other employees is framed with
the object of attracting, retaining and motivating
talent which is required to run the Company
successfully. The same is available on the
website of the Company at the link: https://
www.nestle.in/investors/policies

Your Company has devised a formal process
for annual evaluation of performance of the
Board, its Committees and Individual Directors
(“Performance Evaluation”). It covers the areas
relevant to the functioning as Independent
Directors or other directors, member of Board
or Committees of the Board. Your Company
engaged a leading HR Consulting Firm for
compilation of the feedback received from the
Board members, Committee members and
directors and for identifying key inferences
and observations with respect to Performance
Evaluation.

Corporate Social Responsibility

During the year under review, the Corporate
Social Responsibility Committee comprised of
Dr. (Mrs.) Swati A. Piramal (Chairperson),

Ms. Rama Bijapurkar, Independent Non-
executive Director and Mr. Suresh Narayanan,
Chairman and Managing Director of the
Company. The terms of reference of the
Corporate Social Responsibility Committee is
provided in the Corporate Governance Report.
Your Company has also formulated a Corporate
Social Responsibility Policy (CSR Policy) which
is available on the website of the Company at
https://www.nestle.in/investors/policies. Annual
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report on CSR activities as required under the
Companies (Corporate Social Responsibility Policy)
Rules, 2014 has been appended as Annexure - 2
and forms integral part of this Report.

In terms of Section 135 of the Companies Act,
2013 read with Companies (Corporate Social
Responsibility) Rules, 2014 as amended (“CSR
Rules”) and in accordance with the CSR Policy,
during the year 2018, the Company has spent
above two percent of the average net profits

of the Company during the three immediately
preceding financial years. The details are
provided in the Annual Report on CSR activities.
In addition to the above, the Company has been
implementing societal activities since many
decades under umbrella of Creating Shared
Value activities which have not been reckoned
for arriving at the spends as per CSR Rules.

Some key initiatives that your Company has
been engaged in are as follows:

Nestleé Healthy Kids Programme

The Nestle Healthy Kids Programme has been
developed with a focus to raise nutrition,
health and wellness awareness among
adolescents. The programme contributes
towards overall development of adolescents

as well as encourages healthier lifestyle, by
arming them with knowledge that impacts
them in a meaningful way. The programme

is being conducted since 2009 and is helping
raise awareness regarding good nutritional and
cooking practices, good hygiene and promoting
physical fitness. The programme is implemented
through two modes, one is in partnership with
six regional universities and the second is with
NGO Magic Bus India Foundation.

Till year 2018, over 280,000 adolescents across
22 states have been encouraged to live healthier
lives through Nestle Healthy Kids Programme.

Project JAGRITI

As part of the commitment to inspiring people
to lead healthier lives and providing educational
programmes, your Company, in partnership
with Mamta Health Institute for Mother and Child
implemented Project JAGRITI. The programme
focuses on developing community support for
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improved health and nutrition outcomes among
adolescents, young couples and caregivers while
improving the uptake of public health services.

During the years 2016 to 2018, the programme
ran across 15 districts of Rajasthan, Karnataka,
Maharashtra, Chandigarh, Odisha, Uttar Pradesh,
Bihar and Delhi, reaching out to 4.6 million
beneficiaries - 1.5 million direct and impacting
3.1 million beneficiaries indirectly.

Project Serve Safe Food

Recognizing the potential of street food
vending as an important source of livelihood,
your Company joined hands with NGO Nidan
and National Association of Street Vendors

of India (NASVI), to develop programmes to
train street food vendors on subjects such as
health, hygiene, food handling, food safety,
personal hygiene, cart hygiene, garbage disposal
and entrepreneurship. During the year 2018,
this programme was implemented across
Delhi, Kerala, Maharashtra, Madhya Pradesh,
Chhattisgarh, Tamil Nadu, Gujarat, Odisha, J&K,
reaching out to 14,165 street food vendors.

Business Responsibility Report

Creating Shared Value is your Company’s
fundamental way of working and contributing
to society while ensuring long-term business
success. Your Company has been conducting
business in a way that delivers long-term
shareholder value and benefits to society
under approach of “Creating Shared Value”.
The Business Responsibility Report as per
Regulation 34 of the Listing Regulations has
been appended as Annexure — 3 and forms
integral part of the Annual Report.

Statutory Auditors

As per Section 139 of the Companies Act, 2013
(‘the Act’), read with the Companies (Audit

and Auditors) Rules, 2014, the Members of

the Company in 58" Annual General Meeting
approved the appointment of M/s. B S R & Co.
LLP, Chartered Accountants (ICAI Registration
No- 101248W/W-100022), as the Statutory
Auditors of the Company for an initial term

of 5 years i.e. from the conclusion of 58™



Annual General Meeting till the conclusion of
63 Annual General Meeting of the Company.
Pursuant to amendments in Section 139 of the
Companies Act, 2013, the requirements to place
the matter relating to such appointment for
ratification by members at every annual general
meeting has been omitted with effect from

7t May, 2018.

The Report given by M/s. BS R & Co. LLP,
Chartered Accountants on the financial
statement of the Company for the year 2018 is
part of the Annual Report. There has been no
qualification, reservation or adverse remark or
disclaimer in their Report. During the year 2018,
the Auditors had not reported any matter

under Section 143 (12) of the Act, therefore no
detail is required to be disclosed under Section
134(3)(ca) of the Act.

Cost Accounts and Cost Auditors

members has been set out in the Notice of the
60™ Annual General Meeting of your Company.

During the year 2018, the Cost Accountants had
not reported any matter under Section 143 (12)
of the Act, therefore no detail is required to be
disclosed under Section 134(3)(ca) of the Act.

Secretarial Auditors and Secretarial
Standards

In terms of the Section 148 of the Companies
Act, 2013 (‘the Act’) read with Rule 8 of the
Companies (Accounts) Rules, 2014, it is stated
that the cost accounts and records are made
and maintained by the Company as specified by
the Central Government under sub-section (1) of
Section 148 of the Companies Act, 2013.

In terms of Section 148 of the Act read with
Companies (Cost Records and Audits) Rules,
2014, the Audit Committee recommended and
the Board of Directors appointed M/s. Ramanath
lyer and Co., Cost Accountants, New Delhi
(Registration No. 00019) being eligible, as Cost
Auditors of your Company, to carry out the cost
audit of milk powder products manufactured

by the Company falling under the specified
Customs Tariff Act Heading 0402 in relation

to the financial year ending 315t December,
2019. Your Company had received their

written consent that the appointment will be in
accordance with the applicable provisions of the
Act and rules framed thereunder.

The remuneration of Cost Auditors has been
approved by the Board of Directors on the
recommendation of Audit Committee and in
terms of the Companies Act, 2013 and Rules
thereunder requisite resolution for ratification
of remuneration of the Cost Auditors by the
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The Secretarial Audit was carried out by

M/s. S.N. Ananthasubramanian & Co., Company
Secretaries (CP No. 1774) for the financial

year 2018. The Report given by the Secretarial
Auditors is annexed as Annexure — 4 and forms
integral part of this Report. There has been no
qualification, reservation or adverse remark

or disclaimer in their Report. During the year
2018, the Secretarial Auditors had not reported
any matter under Section 143 (12) of the Act,
therefore no detail is required to be disclosed
under Section 134 (3)(ca) of the Act.

In terms of Section 204 of the Companies

Act, 2013 read with the Companies
(Appointment and Remuneration of Managerial
Personnel) Rules, 2014, the Audit Committee
recommended and the Board of Directors
appointed M/s. S.N. Ananthasubramanian &
Co., Company Secretaries (CP No. 1774) as the
Secretarial Auditors of the Company in relation
to the financial year ending 31t December,
2019. Your Company had received their
written consent that the appointment will be in
accordance with the applicable provisions of the

Act and rules framed thereunder.

During the year 2018, your Company has
complied with the applicable Secretarial
Standards issued by the Institute of Company
Secretaries of India.

Meetings of the Board

During the year 2018, the Board of Directors
met eight times. For details of the meetings
of the Board of Directors, please refer to the
Corporate Governance Report.
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Extract of Annual Return

The extract of annual return in Form MGT 9 as
required under Section 92(3) of the Companies
Act, 2013 and Rule 12 of the Companies
(Management and Administration) Rules, 2014
is available on the website of the Company

at the link: https://www.nestle.in/investors/
stockandfinancials/annualreturns

Details of Loans and Investments

Details of the loans given by your Company
under Section 186 of the Act during the financial
year ended 31t December, 2018 are as follows:
Nestle R&D Centre India Private Limited (Fellow
Subsidiary): ¥250 million at the interest rate of
7.75% per annum for general business purpose
(Loan outstanding at the end of the year was

Nil); SMA Nutrition India Private Limited (Fellow
Subsidiary): 50 million at the interest rate of
8.17% per annum for general business purpose
(Loan outstanding at the end of the year was Nil);
and PURINA PetCare India Private Limited (Fellow
Subsidiary): 165 million at the interest rate of
8.04% per annum for general business purpose
(Loan outstanding at the end of the year was Nil).
For details of investments, please refer note no.
10 forming part of financial statements.

Related Party Transactions

business and on an arm’s length basis. No
material related party transactions were entered
during the Financial Year by your Company.

The disclosure of related party transactions

as required under Section 134(3)(h) of the
Companies Act, 2013 in Form AOC 2 is not
applicable to your Company. Members may
refer to note no. 46 to the financial statement
which sets out related party disclosures
pursuant to IND AS-24.

Risk Management

Your Company has formulated a policy on
related party transactions which is also
available on Company’s website at https://
www.nestle.in/investors/policies. This policy
deals with the review and approval of related
party transactions. The Board of Directors of
the Company has approved the criteria for
making the omnibus approval by the Audit
Committee within the overall framework of
the policy on related party transactions. Prior
omnibus approval is obtained for related party
transactions which are of repetitive nature and
entered in the ordinary course of business
and at an arm’s length basis. All related party
transactions are placed before the Audit
Committee for review and approval.

All related party transactions entered during
the year 2018 were in ordinary course of the
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The Board of Directors had constituted Risk
Management Committee to identify elements
of risk in different areas of operations and

to develop policy for actions associated to
mitigate the risks. The Committee on timely
basis informs the Board of Directors about risk
assessment and minimization procedures which
in the opinion of the Committee may threaten
the existence of the Company, if any. The
details of Risk Management Committee and
its frequency of meetings are included in the
Corporate Governance Report.

Public Deposits

Your Company has not accepted any Public
Deposits under Chapter V of the Companies
Act, 2013.

Significant and Material orders
passed by the Regulators/Courts/
Tribunals

No significant or material orders were passed
by the Regulators or Courts or Tribunals
which impacts the going concern status and
Company'’s operations in future.

Complaint filed in National
Commission

The Union of India, Department of Consumer
Affairs in 2015 had filed a complaint before

the National Consumer Dispute Redressal
Commission on the allegation that by selling
MAGGI Noodles in the past, your Company has
indulged in unfair trade practice, sold defective



goods to the public and sold goods which will
be hazardous. Complaint seeks compensation
of ¥2,845.5 million and punitive damages of
%3,554.1 million. Your Company has challenged
the complaint. The court proceedings are
currently ongoing.

Internal Financial Controls and their
adequacy

The Directors had laid down internal financial
controls to be followed by your Company and
such policies and procedures adopted by your
Company for ensuring the orderly and efficient
conduct of its business, including adherence to
your Company's policies, the safeguarding of its
assets, the prevention and detection of frauds
and errors, the accuracy and completeness

of the accounting records, and the timely
preparation of reliable financial information. The
Audit Committee evaluates the internal financial
control system periodically.

Audit Committee

During the year under review, the Audit
Committee comprised Independent Non-
Executive Directors, namely, Mr. Ashok Kumar
Mahindra (Chairperson), Dr. Rakesh Mohan and
Mr. Rajya Vardhan Kanoria. Powers and role of
the Audit Committee are included in Corporate
Governance Report. All the recommendations
made by the Audit Committee were accepted by
the Board of Directors.

Vigil Mechanism

of the Audit Committee in exceptional cases.

It is affirmed that no person has been denied
access to the Audit Committee. As an additional
facility to all the directors and employees of

the Company, the Company under the Code
provides Integrity Reporting System (“IRS"),

an independent third party operated free

phone and web based facility for the directors
and employees of the Company across all
locations. The details of IRS along with FAQs
are available to the directors and employees on
your Company’s intranet portal. Further, your
Company has appointed Ombudsman for Infant
Code, under which employees can report Infant
Code violations directly to the Ombudsman, with
adequate safeguard to protect the employee
reporting. Your Company also provides an
independent third party operated free phone
and web based facility, "Tell us", to all internal
and external stakeholders with a dedicated
communication channel for reporting potential
instances of non-compliance with Nestlée
Corporate Business Principles. Details of “Tell
Us" are available on www.nestle.in.

Information regarding Conservation
of Energy, Technology Absorption
and Foreign Exchange Earnings and
Outgo

The Vigil Mechanism of your Company is
governed by significant documents “The Nestlé
Corporate Business Principles”, “Nestle Purpose
and Values document ” and “Nestlé Code

of Business Conduct”. The said mechanism

is available to the directors and employees,

who can report to the Company Secretary, on

a confidential basis, any practices or actions
believed to be inappropriate or illegal under

the Nestlé India Code of Business Conduct

(“the Code”). The Code provides for adequate
safeguards against victimization of director(s)/
employee(s) who avail of the mechanism and
also provides for direct access to the Chairman
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Information required under Section 134(3)(m)
of the Act read with Rule 8 of the Companies
(Accounts) Rules, 2014 for the financial year
ended 315t December, 2018 in relation to the
Conservation of Energy, Technology Absorption
and Foreign Exchange Earnings and Outgo is
given in the Annexure — 5 forming integral part
of this Report.

Information regarding Employees
and related disclosures

Your Company considers people as its biggest
assets and ‘Believing in People’ is at the heart

of its human resource strategy. Concerted

efforts have been put in talent management and
succession planning practices, strong performance
management and learning and training initiatives to
ensure that your Company consistently develops
Inspiring, strong and credible leadership. During the
year the focus of your Company was to ensure that
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young talent is nurtured and mentored consistently,
that rewards and recognition are commensurate
with performance and that employees have the
opportunity to develop and grow.

Your Company has established an organization
structure that is agile and focused on delivering
business results. With regular coommunication and
sustained efforts it is ensuring that employees are
aligned on common objectives and have the right
information on business evolution. Your Company
strongly believes in fostering a culture of trust
and mutual respect in all its employees and seeks
to ensure that Nestlé values and principles are
understood by all and are the reference point in all
people matters.

The statement of Disclosure of Remuneration
under Section 197 of the Act and Rule 5(1) of the
Companies (Appointment and Remuneration of
Managerial Personnel) Rules, 2014 (“Rules”), is
appended as Annexure — 6 to the Report. The
information as per Rule 5(2) of the Rules, forms
part of this Report. However, as per first proviso
to Section 136(1) of the Act and second proviso
of Rule 5(2) of the Rules, the Report and Financial
Statements are being sent to the Members of the
Company excluding the statement of particulars
of employees under Rule 5(2) of the Rules. Any
Member interested in obtaining a copy of the said
statement may write to the Company Secretary at
the Registered Office of the Company.

As per the requirement of The Sexual Harassment
of Women at the Workplace (Prevention,
Prohibition and Redressal) Act, 2013 (POSH),
your Company has a robust mechanism in place
to redress complaints reported under it. The
Company has complied with provisions relating to
the constitution of Internal Complaints Committee
under POSH. The Internal Committee (IC)
composed of internal members and an external
member who has extensive experience in the
field. During the year 2018, no cases of sexual
harassment were reported in your Company.
During the course of the year, several initiatives
were undertaken to demonstrate the Company’s
zero tolerance philosophy against discrimination
and sexual harassment, which included creation
of comprehensive and easy to understand training
and communication material which are also made
easily accessible. In addition, workshops were
also run for the employees to enhance awareness
and knowledge of other biases that may influence
thinking and actions.
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Trade Relations

Your Company maintained healthy, cordial and
harmonious industrial relations at all levels.
Despite severe competition, the enthusiasm

and unstinting efforts of the employees have
enabled your Company to remain at the forefront
of the Industry.

Your Company continued to receive co-
operation and unstinted support from the
distributors, retailers, stockists, suppliers and
others associated with the Company as its
trading partners. The Directors wish to place on
record their appreciation for the same and your
Company will continue in its endeavor to build
and nurture strong links with trade, based on
mutuality, respect and co-operation with each
other and consistent with consumer interest.

Appreciation

Your Company has been able to operate
efficiently because of the culture of
professionalism, creativity, integrity and
continuous improvement in all functions and
areas as well as the efficient utilization of the
Company's resources for sustainable and
profitable growth.

The Directors hereby wish to place on record
their appreciation of the efficient and loyal
services rendered by each and every employee,
without whose whole-hearted efforts, the overall
satisfactory performance would not have been
possible. Your Directors look forward to the long
term future with confidence.

On behalf of the Board of Directors

Suresh Narayanan
Chairman and Managing Director

Date : 14" February, 2019
Place : Gurugram



INDEPENDENT AUDITOR'S REPORT
TO THE MEMBERS OF
NESTLE INDIA LIMITED

Report on the Audit of the Ind AS Financial Statements

We have audited the accompanying Ind AS financial statements
of Nestlé India Limited (“the Company”), which comprise the
Balance Sheet as at 31 December 2018, the Statement of Profit
and Loss, the Statement of Changes in Equity and the Statement
of Cash Flows for the year then ended, and summary of the
significant accounting policies and other explanatory information
(collectively referred to as “Ind AS financial statements”).

Management’s Responsibility for the Ind AS Financial Statements

The Company’s Board of Directors is responsible for the
matters stated in Section 134(5) of the Companies Act, 2013
(“the Act”) with respect to the preparation of these Ind AS
financial statements that give a true and fair view of the state
of affairs, profit/loss and other comprehensive income, changes
in equity and cash flows of the Company in accordance with the
accounting principles generally accepted in India, including the
Indian Accounting Standards (Ind AS) prescribed under Section
133 of the Act.

This responsibility also includes maintenance of adequate
accounting records in accordance with the provisions of the Act
for safeguarding the assets of the Company and for preventing
and detecting frauds and other irregularities; selection
and application of appropriate accounting policies; making
judgements and estimates that are reasonable and prudent; and
design, implementation and maintenance of adequate internal
financial controls that were operating effectively for ensuring
the accuracy and completeness of the accounting records,
relevant to the preparation and presentation of the Ind AS
financial statements that give a true and fair view and are free
from material misstatement, whether due to fraud or error.

In preparing the Ind AS 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.

Auditor’s Responsibility

Our responsibility is to express an opinion on these Ind AS
financial statements based on our audit.

We have taken into account the provisions of the Act, the
accounting and auditing standards and matters which are
required to be included in the audit report under the provisions
of the Act and the Rules made thereunder.

We conducted our audit of the Ind AS financial statements in
accordance with the Standards on Auditing specified under
Section 143(10) of the Act. Those Standards require that we
comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the Ind AS
financial statements are free from material misstatement.

37



NESTLE INDIA LIMITED

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

We are also responsible to 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 entity’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are
required to draw attention in the auditor’s report to the related
disclosures in the financial statements or, if such disclosures are
inadequate, to modify the opinion. Our conclusions are based
on the audit evidence obtained up to the date of the auditor’s
report. However, future events or conditions may cause an
entity to cease to continue as a going concern.

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

Opinion

In our opinion and to the best of our information and according
to the explanations given to us, the aforesaid Ind AS financial
statements give the information required by the Act in the
manner so required and give a true and fair view in conformity
with the accounting principles generally accepted in India of the
state of affairs of the Company as at 31 December 2018, its
profit and other comprehensive income, changes in equity and
its cash flows for the year ended on that date.

Report on Other Legal and Regulatory Requirements

1. As required by the Companies (Auditor's Report) Order,
2016 (“the Order”) issued by the Central Government in
terms of Section 143(11) of the Act, we give in “Annexure
A" a statement on the matters specified in paragraphs 3
and 4 of the Order.

2. Asrequired by Section 143(3) of the Act, we report that:

a)  We have sought and obtained all the information and
explanations which to the best of our knowledge and
belief were necessary for the purposes of our audit.
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b)

c)

d)

e)

f)

9)

Place: Gurugram
Date: 14 February 2019

In our opinion, proper books of account as required
by law have been kept by the Company so far as it
appears from our examination of those books.

The Balance Sheet, the Statement of Profit and
Loss, the Statement of Cash Flows and Statement
of Changes in Equity dealt with by this Report are in
agreement with the books of account.

In our opinion, the aforesaid Ind AS financial
statements comply with the Indian Accounting
Standards prescribed under section 133 of the Act.

On the basis of the written representations received
from the directors as on 31 December 2018 taken on
record by the Board of Directors, none of the directors
is disqualified as on 31 December 2018 from being
appointed as a director in terms of Section 164(2) of
the Act.

With respect to the adequacy of the internal financial
controls with reference to financial statements of the
Company and the operating effectiveness of such
controls, refer to our separate Report in “Annexure B”.

With respect to the other matters to be included in
the Auditor’s Report in accordance with Rule 11 of
the Companies (Audit and Auditors) Rules, 2014, in
our opinion and to the best of our information and
according to the explanations given to us:

i. The Company has disclosed the impact of
pending litigations on its financial position in its
Ind AS financial statements - Refer Note 37 and
45 to the Ind AS financial statements.

i. The Company did not have any long-term
contracts including derivative contracts for
which there were any material foreseeable
losses.

ii. There has been no delay in transferring amounts,
required to be transferred, to the Investor
Education and Protection Fund by the Company.

iv. The disclosures in the financial statements
regarding holdings as well as dealings in
specified bank notes during the period from 8
November 2016 to 30 December 2016 have
not been made since they do not pertain to the
financial year ended 31 December 2018.

For BS R & Co. LLP
Chartered Accountants
Firm’s Registration No.: 101248W/W-100022

Jiten Chopra
Partner
Membership No.: 092894



Annexure - A to the Independent Auditor’s Report of even date
on the Ind AS financial statements of Nestlé India Limited

(i)

(ii)

(iii)

(iv)

(v)

(a) The Company has maintained proper records showing
full particulars, including quantitative details and
situation of fixed assets.

(b)  The Company has a regular programme of physical
verification of its fixed assets by which all fixed
assets are verified in a phased manner over a period
of two years. In our opinion, the periodicity of
physical verification is reasonable having regard to
the size of the Company and the nature of its assets.
As informed to us, no material discrepancies were
noticed on such verification.

(c) According to the information and explanations given
to us and the records examined by us and based
on the examination of the registered sale deed /
transfer deed / conveyance deed provided to us,
we report that, the title deeds, comprising all the
immovable properties of land and buildings which are
freehold, are held in the name of the Company as
at the balance sheet date. In respect of immovable
properties of land and buildings that have been taken
on lease and disclosed as fixed asset in the financial
statements, the lease agreements are in the name of
the Company, where the Company is the lessee in the
agreement.

The inventory, except goods in transit and stock lying
with third parties, has been physically verified by the
management during the year. In our opinion, the frequency
of such verification is reasonable. Confirmations have been
obtained for stock lying with third parties at the year end.
According to the information and explanations given to
us, the discrepancies noticed on physical verification of
inventory as compared to book records were not material
and have been properly dealt with in the books of account.

The Company has not granted any loans, secured
or unsecured, to companies, firms, Limited Liability
Partnerships or other parties covered in the register
maintained under section 189 of the Companies Act, 2013.
Accordingly, clause 3(iii) of the order is not applicable.

According to the information and explanations given to
us and on the basis of our examination of the records
of the Company, the Company has not entered into any
transactions in respect of loans, investments, guarantees,
and security which are covered under section 185 of the
Companies Act, 2013.

The Company has complied with the provisions of Section
186 of the Companies Act, 2013 in respect of grant of
loans, making investments and providing guarantees and
securities, as applicable.

According to the information and explanations given to us,
the Company has not accepted any deposits covered under

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

section 73 to 76 or any other relevant provisions of the
Companies Act, 2013 and the rules framed there under.
Accordingly, clause 3(v) of the Order is not applicable.

We have broadly reviewed the records maintained by
the Company pursuant to the rules prescribed by Central
Government for maintenance of cost records under sub
section (1) of Section 148 of the Act and are of the opinion
that prima facie, the prescribed accounts and records have
been made and maintained. However, we have not made a
detailed examination of the records.

(a)  According to the information and explanations given
to us and on the basis of our examination of the
records of the Company, amounts deducted/ accrued
in the books of account in respect of undisputed
statutory dues including Provident Fund, Employees’
State Insurance, Income-tax, Duty of Customs, Goods
and Services Tax, Cess and other material statutory
dues have been regularly deposited during the year by
the Company with the appropriate authorities.

According to the information and explanations given
to us, no undisputed amounts payable in respect of
Provident Fund, Employees’ State Insurance, Income-
tax, Duty of customs, Goods and Services Tax, Cess
and other material statutory dues were in arrears as
at 31 December 2018 for a period of more than six
months from the date they became payable.

(b)  According to the information and explanations given
to us, except as stated in Appendix 1, there are no
dues of Income-tax, Goods and Services tax, Sales
tax, Service tax, Duty of customs, Duty of excise or
Value added tax which have not been deposited on
account of any dispute.

In our opinion and according to the information and
explanations given to us, the Company has not defaulted
in repayment of dues to its bankers. The Company did
not have any dues payable to any financial institutions,
government or debentures holders during the year.

The Company has not raised any money by way of initial
public offer, further public offer (including debt instruments)
and term loans during the year. Accordingly, the provisions
of clause 3(ix) of the Order are not applicable to the
Company.

According to the information and explanations given to
us, no material fraud by the Company or no material fraud
on the Company by its officers or employees, has been
noticed or reported during the year.

According to the information and explanations given
to us and based on our examination of the records, the
Company has paid or provided for managerial remuneration
in accordance with the requisite approvals mandated by
the provisions of section 197 read with Schedule V to the
Act.
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(xii) In our opinion and according to the information and

explanations given to us, the Company is not a Nidhi
Company. Accordingly, clause 3(xii) of the Order is not
applicable.

(xiii) According to the information and explanations given to

us and based on our examinations of the records of the
Company, transactions with the related parties are in
compliance with sections 177 and 188 of the Act, where
applicable. The details of such related party transactions
have been disclosed in the Ind AS financial statements as
required by applicable accounting standards.

(xiv) According to the information and explanations given to

us and based on our examination of the records of the
Company, the Company has not made any preferential
allotment or private placement of shares or fully or partly
convertible debentures during the year. Accordingly, clause

Place: Gurugram
Date: 14 February 2019

(xv) According to the information and explanations given to

us and based on our examination of the records of the
Company, the Company has not entered into non-cash
transactions with directors or persons connected with him.
Accordingly, clause 3(xv) of the Order is not applicable.

(xvi) According to the information and explanations given to us,

the Company is not required to be registered under section
45-1A of the Reserve Bank of India Act, 1934.

For BSR & Co. LLP
Chartered Accountants
Firm’s Registration No.: 101248W/W-100022

Jiten Chopra
Partner
Membership No.: 092894

3(xiv) of the Order is not applicable.

Appendix 1 to the statement on the matters specified in paragraph vii(b) of the Companies Auditors Report Order, 2016

(% in Million)
Name of the Statute Nature of Amount* Amount | Period to which amount | Forum where case is pending
Dues Paid under | relates
protest
Central Excise Act, 1944 Duty of Excise 68.7 15.5 | 1996-2006 Supreme Court
Central Excise Act, 1944 Duty of Excise 0.9 -11994 High Court
Central Excise Act, 1944 Duty of Excise 30.9 33.112005-2008 Customs, Excise and Service
Tax Appellate Tribunal
Central Excise Act, 1944 Duty of Excise 0.5 -12000 Commissioner
Customs Act, 1962 Custom Duty 52.8 3.812008-2013 Customs, Excise and Service
Tax Appellate Tribunal
Customs Act, 1962 Custom Duty 53.0 2.912008-2009 Commissioner
The Finance Act, 1994 Service Tax 626.8 214.3|2005-2007, 2008, 2010- | Customs, Excise and Service
2014 Tax Appellate Tribunal
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 101.3 2.5[1997-1998, 2000-2006, | High Court
2007-2009, 2014-2015
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 139.5 49.7|2004-2005, 2006-2007, | Tribunal
2010-2015
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 183.6 -12005-2012 Appellate & Revisional Board
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 22.0 2.3[2005- 2007, 2008-2009, | Commissioner (Appeals)
2011-2013, 2014-2015
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 81.0 1.1]2004- 2005, 2010-2012, | Commissioner
2013-2014
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 73.3 1.912008-10, 2014-15 Joint Commissioner
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 50.1 5.8 2008-2009, 2010-2011, | Additional Commissioner
2012-2015
Central Sales Tax/ Value Added Tax | Sales Tax/ VAT 1.1 0.2 {2007-2008 Assessing Officer
Income Tax Act, 1961 Income Tax 1,253.2 -11996-2001, 2004-2008 Supreme Court
Income Tax Act, 1961 Income Tax 298.6 -12000-2004 High Court
Income Tax Act, 1961 Income Tax 3,594.1 33.4(2006-2007, 2008-2015 Income Tax Appellate Tribunal

*

As per demand order
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Annexure B referred to in our Independent Auditor’s Report of
even date on the financial statements of Nestlé India Limited

Report on the Internal Financial Controls under Clause (i) of Sub-
section 3 of Section 143 of the Companies Act, 2013 (“the Act”)

We have audited the internal financial controls with reference to
financial statements of Nestlé India Limited (“the Company”) as
of 31 December 2018 in conjunction with our audit of the Ind
AS financial statements of the Company for the year ended on
that date.

Management’s Responsibility for Internal Financial Controls

The Company’s management is responsible for establishing
and maintaining internal financial controls based on the internal
control with reference to financial statements criteria established
by the Company considering the essential components of internal
control stated in the Guidance Note on Audit of Internal Financial
Controls over Financial Reporting issued by the Institute of
Chartered Accountants of India (‘ICAI’). These responsibilities
include the design, implementation and maintenance of adequate
internal financial controls that were operating effectively for
ensuring the orderly and efficient conduct of its business,
including adherence to company’s policies, the safeguarding of
its assets, the prevention and detection of frauds and errors, the
accuracy and completeness of the accounting records, and the
timely preparation of reliable financial information as required
under the Companies Act, 2013.

Auditors’ Responsibility

Our responsibility is to express an opinion on the Company's
internal financial controls with reference to financial statements
based on our audit. We conducted our audit in accordance with
the Guidance Note on Audit of Internal Financial Controls Over
Financial Reporting (the “Guidance Note”) and the Standards
on Auditing, issued by ICAl and deemed to be prescribed
under section 143(10) of the Companies Act, 2013 to the
extent applicable to an audit of internal financial controls, both
applicable to an audit of Internal Financial Controls and, both
issued by the Institute of Chartered Accountants of India. Those
Standards and the Guidance Note require that we comply with
ethical requirements and plan and perform the audit to obtain
reasonable assurance about whether adequate internal financial
controls with reference to financial statements was established
and maintained and if such controls operated effectively in all
material respects.

Our audit involves performing procedures to obtain audit
evidence about the adequacy of the internal financial controls
system with reference to financial statements and their
operating effectiveness. Our audit of internal financial controls
with reference to financial statements included obtaining an
understanding of internal financial controls with reference to
financial statements, assessing the risk that a material weakness
exists, and testing and evaluating the design and operating
effectiveness of internal control based on the assessed risk.
The procedures selected depend on the auditor’s judgement,
including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error.

We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinion on the
Company's internal financial controls system with reference to
financial statements.

Meaning of Internal Financial Controls with reference to Financial
Statements

A company’s internal financial controls with reference to
financial statements is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A
company’s internal financial control with reference to financial
statements includes those policies and procedures that (1)
pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of
the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation
of financial statements in accordance with generally accepted
accounting principles, and that receipts and expenditures of the
company are being made only in accordance with authorisations
of management and directors of the company; and (3) provide
reasonable assurance regarding prevention or timely detection of
unauthorised acquisition, use, or disposition of the company’s
assets that could have a material effect on the financial
statements.

Inherent Limitations of Internal Financial Controls with reference
to Financial Statements

Because of the inherent limitations of internal financial controls
with reference to financial statements, including the possibility
of collusion or improper management override of controls,
material misstatements due to error or fraud may occur and not
be detected. Also, projections of any evaluation of the internal
financial controls with reference to financial statements to
future periods are subject to the risk that the internal financial
control with reference to financial statements may become
inadequate because of changes in conditions, or that the degree
of compliance with the policies or procedures may deteriorate.

Opinion

In our opinion, the Company has, in all material respects, an
adequate internal financial controls system with reference to
financial statements and such internal financial controls with
reference to financial statements were operating effectively as at
31 December 2018, based on the internal control with reference
to financial statements criteria established by the Company
considering the essential components of internal control stated
in the Guidance Note on Audit of Internal Financial Controls
over Financial Reporting issued by the Institute of Chartered
Accountants of India.

For BS R & Co. LLP
Chartered Accountants
Firm’s Registration No.: 101248W/W-100022

Place: Gurugram
Date: 14 February 2019

Jiten Chopra
Partner
Membership No.: 092894
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NESTLE INDIA LIMITED

BALANCE SHEET AS AT 31 DECEMBER 2018

ASSETS
Non-current assets

Property, Plant and Equipment

Capital work-in-progress
Financial Assets
Investments
Loans
Other non-current assets

Current assets

Inventories

Financial Assets
Investments
Trade receivables

Cash and cash equivalents
Bank Balances other than cash and cash equivalents

Loans

Other financial assets
Current tax assets
Other current assets

EQUITY AND LIABILITIES

EQUITY
Equity Share Capital
Other Equity

LIABILITIES

Non-current liabilities

Financial Liabilities
Borrowings

Provisions

Deferred tax liabilities (net)

Other non-current liabilities

Current liabilities
Financial Liabilities
Trade payables

Total Assets

Total outstanding dues of micro enterprises and small enterprises
Total outstanding dues of creditors other than micro enterprises and

small enterprises
Other financial liabilities
Provisions
Other current liabilities

Total Equity and liabilities

See accompanying notes 1 to 49 forming part of the financial statements

As per our report of even date attached

ForBSR & CO. LLP
Chartered Accountants

Firm's Registration No. - 101248W/W-100022

SURESH NARAYANAN
Chairman and Managing Director Director - Finance & Control and CFO  Sr. VP - Legal & Company Secretary
(DIN-00039580)

JITEN CHOPRA
Partner
Membership No. - 092894

14 February 2019
Gurugram
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SHOBINDER DUGGAL

NOTES

(oo N N>}

17
18

23
24
25

For and on behalf of the Board of Directors

As at As at
31 December 2018 31 December 2017
(% in million) (% in million)
24,006.2 26,161.8
1,052.0 941.6
7.333.6 5,852.8
401.4 463.5
718.1 832.3
33,611.3 34,252.0
9,655.5 9,024.7
19,251.3 13,935.9
1,245.9 889.7
15,987.7 14,476.9
112.9 97.3
178.9 288.0
524.9 427.9
188.5 63.9
223.9 169.6
47,369.5 39,373.9
80,880.8 73,625.9
964.2 964.2
35,773.2 33,241.7
36,737.4 34,205.9
351.4 351.4
24,649.2 22,915.9
588.2 1,219.6
5.1 6.0
25,593.9 24,492.9
107.7 52.5
12,296.0 9,793.9
3,161.8 3,140.2
1,672.6 874.6
1,411.4 1,065.9
18,549.5 14,9271
80,880.8 73,625.9
B. MURLI



NESTLE INDIA LIMITED

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

NOTES
A INCOME
Domestic Sales
Export Sales
Sale of products 33
Other operating revenues 26
i  Revenue from operations
i Other Income 27
Total Income
B EXPENSES
i  Cost of materials consumed 28

ii ~ Purchases of stock-in-trade

i Changes in inventories of finished goods, work-in- 29
progress and stock-in-trade

iv  Excise duty
v Employee benefits expense 30

vi Finance costs (including interest cost on employee 31
benefit plans)

vii Depreciation and Amortisation 5
viii Other expenses 32
ix Impairment loss on property, plant and equipment 5

Net provision for contingencies 37

x - Operations

xi - Others

xii Corporate social responsibility expense 38
Total Expenses

C PROFIT BEFORE TAX (A-B)
D Tax expense

Current tax {includes ¥ 190.8 million (2017 : Nil) of 39
earlier years}

Deferred tax 39
E PROFIT AFTER TAX (C-D)

Year ended Year ended
31 December 2018 31 December 2017
(% in million) (% in million)
105,075.4 94,7245
7,086.9 6,626.6
112,162.3 101,351.1
760.4 570.7
112,922.7 101,921.8
2,589.2 1,769.2
115,511.9 103,691.0
43,656.8 42,316.6
2,305.6 1,747.6
(60.1) (795.6)
1,825.8
11,241.5 10,174.5
1,119.5 919.0
3,356.7 3,422.5
28,181.1 24,170.2
110.8 371.8
621.7 383.6
415.1 1036.8 492.9 876.5
273.7 269.1
91,222.4 85,298.0
24,289.5 18,393.0
8,848.7 6,491.7
(628.5) 8,220.2 (350.6) 6,141.1

16,069.3

12,251.9
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NESTLE INDIA LIMITED

STATEMENT OF PROFIT AND LOSS
FOR THE YEAR ENDED 31 DECEMBER 2018

NOTES Year ended Year ended
31 December 2018 31 December 2017
(% in million) (% in million)
F OTHER COMPREHENSIVE INCOME
(a) (i) Items that will not be reclassified to profit or loss
Re-measurement of retiral defined benefit plans 34 (464.0) (1,387.3)
Changes in fair value of equity instruments (100.0)
(i) Income taxes relating to ltems that will not be 162.0 480.1
reclassified to profit or loss
(402.0) (907.2)
(b) (i) Items that will be reclassified to profit or loss
Changes in fair value of cash flow hedges (3.2) 26.7
(i) Income taxes relating to Items that will be 1.1 (9.3)
reclassified to profit or loss
(2.1) 17.4
TOTAL OTHER COMPREHENSIVE INCOME (a +b) (404.1) (889.8)
G TOTAL COMPREHENSIVE INCOME (E +F) 15,665.2 11,362.1
Weighted average number of equity shares outstanding Nos. 96,415,716 96,415,716
Basic and Diluted Earnings Per Share (Face value ¥ 10) 166.67 127.07
ADDITIONAL INFORMATION (Refer Note 2):
PROFIT FROM OPERATIONS [C - Afii) + B(vi) + B(xi) + B(xii)] 23,508.6 18,304.8
See accompanying notes 1 to 49 forming part of the financial statements
As per our report of even date attached For and on behalf of the Board of Directors
ForBSR & CO. LLP
Chartered Accountants
Firm's Registration No. - 101248W/W-100022
JITEN CHOPRA SURESH NARAYANAN SHOBINDER DUGGAL B. MURLI
Partner Chairman and Managing Director Director - Finance & Control and CFO  Sr. VP - Legal & Company Secretary

Membership No. - 092894  (DIN-07246738)

14 February 2019 14 February 2019
Gurugram Gurugram

(DIN-00039580)
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

A CASH FLOWS FROM OPERATING ACTIVITIES
Profit Before Tax
Adjustments for :
Depreciation and Amortisation
Impairment loss on property, plant and equipment
Deficit/ (Surplus) on property, plant and equipment sold/scrapped/written off (net)
Other income
Interest on bank overdraft and others
Unrealised exchange differences
Operating profit before working capital changes
Adjustments for working capital changes:
Decrease/(increase) in trade receivables
Decrease/(increase) in inventories
Decrease/(increase) in loans, other financial assets & other assets
Increase/(decrease) in trade payable
Increase/(decrease) in other financial liabilities & other liabilities
Increase/(decrease) in provision for contingencies
Increase/(decrease) in provision for employee benefits
Cash generated from operations
Income taxes paid (net of refunds)
Net cash generated from operating activities

B CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant and equipment
Sale of property, plant and equipment
Purchase of tax free long term bonds and treasury bills
Decrease/(increase) in loans to employees
Dividend received on mutual funds

Interest received on bank deposits, investments, tax free bonds, employee loans etc.

Net cash used in investing activities

C CASH FLOWS FROM FINANCING ACTIVITIES
Increase in deferred VAT liabilities under state government schemes
Interest on bank overdraft and others
Dividends paid
Dividend distribution tax paid
Net cash used in financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS (A+B+C)

Year ended Year ended
31 December 2018 31 December 2017
(% in million) (% in million)
24,289.5 18,393.0
3,356.7 3,422.5
110.8 371.8
(10.3) 50.2
(2,589.2) (1,769.2)
40.5 6.6

11.6 (5.8)
25,209.6 20,469.1
(359.0) 84.3
(630.8) 375.9
59.1 25.4
2,572.7 1,850.2
518.7 (729.4)
1,036.8 876.6
930.5 1,266.5
29,337.6 24,218.6
(8,813.1) (6,040.7)
20,524.5 18,177.9
(1,659.8) (1,985.6)
32.0 271
(1,603.9) (1,118.1)
150.4 71.4
185.4 161.3
2,371.8 1,538.3
(524.1) (1,305.6)
19.9

(40.5) (6.6)
(10,895.0) (8,291.8)
(2,238.7) (1,687.7)
(13,174.2) (9,966.2)
6,826.2 6,906.1
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NESTLE INDIA LIMITED

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2018

Year ended Year ended

31 December 2018 31 December 2017

(% in million) (% in million)

Cash and cash equivalents (Refer note 12) 14,476.9 8,693.2
Current investments (Refer note 10) 13,935.9 12,813.5
Total cash and cash equivalents at the beginning of the year (as per Ind AS 7) 28,412.8 21,506.7
Cash and cash equivalents (Refer note 12) 15,987.7 14,476.9
Current investments (Refer note 10) 19,251.3 13,935.9
Total cash and cash equivalents at the end of the year (as per Ind AS 7) 35,239.0 28,412.8
NET INCREASE/ (DECREASE) IN CASH AND CASH EQUIVALENTS 6,826.2 6,906.1

Notes:

The above Cash Flow Statement has been prepared under the “Indirect Method” as set out in Ind AS 7 on ‘Statement of Cash Flows'.

As per our report of even date attached For and on behalf of the Board of Directors
For BSR & CO. LLP

Chartered Accountants

Firm’s Registration No. - 101248W/W-100022

JITEN CHOPRA SURESH NARAYANAN SHOBINDER DUGGAL B. MURLI

Partner Chairman and Managing Director Director - Finance & Control and CFO  Sr. VP - Legal & Company Secretary
Membership No. - 092894 (DIN-07246738) (DIN-00039580)

14 February 2019 14 February 2019

Gurugram Gurugram
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2018

A) EQUITY SHARE CAPITAL

Balance as at 31 December 2017

Movement during the year

Balance as at 31 December 2018

(% in million)

964.2

964.2

(% in million)
B) OTHER EQUITY™
Reserves and Surplus Items of Other Comprehensive Income
General Retained Equity Instrument Effective Total
Reserve Earnings through Other portion of
Comprehensive Income Cash Flow
Hedges
Balance as at 31 December 2017 8,374.3 25,054.5 (200.0) 12.9 33,241.7
Profit after tax 16,069.3 - - 16,069.3
Other comprehensive income (302.0) (100.0) (2.1) (404.1)
Total comprehensive income 15,767.3 (100.0) (2.1) 15,665.2
Dividend (Refer note 49) (10,895.0) (10,895.0)
Dividend Distribution tax (2,238.7) (2,238.7)
Total appropriations (13,133.7) (13,133.7)
Balance as at 31 December 2018 8,374.3 27,688.1 (300.0) 10.8 35,773.2
(1) Description of purpose of each reserve within Other Equity has been disclosed under Note 18.
As per our report of even date attached For and on behalf of the Board of Directors
For BSR & CO. LLP
Chartered Accountants
Firm's Registration No. - 101248W/W-100022
JITEN CHOPRA SURESH NARAYANAN SHOBINDER DUGGAL B. MURLI
Partner Chairman and Managing Director Director - Finance & Control and CFO  Sr. VP - Legal & Company Secretary

Membership No. - 092894  (DIN-07246738)

14 February 2019
Gurugram

14 February 2019
Gurugram

(DIN-00039580)
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NESTLE INDIA LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS

1 -

48

CORPORATE INFORMATION

Nestlé India Limited (“the Company”) is a company domiciled in India, with its registered office situated at 100/101, World Trade
Centre, Barakhamba Lane, New Delhi - 110 001. The Company has been incorporated under the provisions of Indian Companies
Act and its equity shares are listed on the BSE Limited in India. The Company is primarily involved in Food business which
incorporates product groups viz. Milk Products and Nutrition, Prepared dishes and Cooking aids, Powdered and Liquid Beverages
and Confectionery.

SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION AND MEASUREMENT
Statement of compliance

The financial statements of the Company have been prepared in accordance with and to comply in all material aspects with the
Indian Accounting Standards (Ind AS) as notified under Section 133 of the Companies Act, 2013 and the relevant provisions of
the Act, as applicable.

Basis of measurement

The financial statements have been prepared on accrual and going concern basis under the historical cost convention except for
certain class of financial assets/ liabilities, share based payments and net liability for defined benefit plans that are measured at
fair value. The accounting policies have been consistently applied by the Company unless stated otherwise.

Previous year's figures have been regrouped / reclassified wherever necessary to conform with the current year’s classification/
disclosures.

Financial Year

The Company has opted the period of 1st day of January to 31st day of December, each year as its financial year for the purpose
of preparation of financial statements under the provisions of Section 2(41) of the Companies Act, 2013, which the Company
Law Board has allowed.

Functional and Presentation Currency
The financial statements have been prepared and presented in Indian Rupees (), which is also the Company’s functional currency.
Rounding off

All amounts in the financial statement and accompanying notes are presented in ¥ million and have been rounded-off to one
decimal place unless stated otherwise.

Current and Non-current Classification

The Company has ascertained its operating cycle as 12 months for the purpose of current / non-current classification of assets
and liabilities. This is based on the nature of products and the time between acquisition of assets for processing and their
realisation in cash and cash equivalents.

Measurement of Profit from Operations

For better understanding of the financial performance, the Company has chosen to present “Profit from Operations” as an
additional information in the Statement of Profit and Loss. “Profit from Operations” is arrived from ‘Profit before Tax’ after
reducing Other Income and adding back Finance Costs (including interest cost on employee benefit plans), Net provision for
contingencies (others) and corporate social responsibility expense.

Use of Estimates and Judgement

The preparation of financial statements requires management to exercise judgement and make estimates and assumptions that
affects the reported amounts of revenue, expenses, assets and liabilities. These estimates and assumptions are based on historical
experience and various other factors that are believed to be reasonable under the circumstances. Actual results may differ from



NOTES FORMING PART OF THE FINANCIAL STATEMENTS

these estimates. These estimates and underlying assumptions are reviewed on a periodic basis. Revisions to accounting estimates
are recognised in the period in which the results are known/materialise.

The areas involving significant estimates and judgement include determination of useful life of property, plant and equipment
(Refer note 5), measurement of defined benefit obligations (Refer note 34), recognition and measurement of provisions and
contingencies (Refer note 37) and recognition of deferred tax assets/liabilities (Refer note 39).

Approval of financial statements
The financial statements of the Company were approved for issue by the Board of Directors on 14 February 2019.
REVENUE RECOGNITION

Revenue from sale of goods is recognised on transfer of significant risks & rewards of ownership and effective control to the
buyer. Revenue is measured at the price charged to the customer and are recorded net of returns (if any), trade discounts, rebates,
other pricing allowances to trade/consumer, when it is probable that the associated economic benefits will flow to the company.

Sales are presented gross of excise duty and net of Goods and Services Tax (GST), Value Added Tax (VAT)/ Sales Tax, wherever
applicable.

In accordance with Ind AS 18 on “Revenue” and Schedule Ill to the Companies Act, 2013, Sales for the period 1 January to
30 June 2017 in the previous year were reported gross of Excise Duty and net of Value Added Tax (VAT)/ Sales Tax. Excise Duty
was reported as a separate expense line item. Consequent to the introduction of Goods and Services Tax (GST) with effect from
1 July 2017, VAT/Sales Tax, Excise Duty etc. have been subsumed into GST and accordingly the same is not recognised as part
of sales as per the requirements of Ind AS 18.

Interest income is recognised using effective interest rate (EIR) method.
Dividend income on investments is recognised when the right to receive the payment is established.
GOVERNMENT GRANTS

Government grant in relation to fixed asset is treated as deferred income and is recognised in the statement of profit and loss on
a systematic basis over the useful life of the asset.

Government grant in relation to investment outlay is recognised as income in the statement of profit & loss on fulfillment of the
underlying attached conditions.

INVENTORIES

Inventories are stated at cost or net realisable value, whichever is lower. However, raw materials, packing materials and other
supplies held for use in the production of inventories are not written down below cost if the finished goods in which they will
be included are expected to be sold at or above cost. The bases of determining cost for various categories of inventories are as

follows:

Raw and packing material . First-in-first out

Stock-in-trade (Goods purchased for resale) . Weighted average

Stores and spare parts . Weighted average

Work-in-progress and finished goods . Material cost plus appropriate share of production overheads and excise

duty, wherever applicable
EMPLOYEE BENEFITS
Employee benefit plans

The Company makes contributions to Provident Fund, Employee State Insurance, National Pension System etc. for eligible
employees and these contributions are charged to statement of profit and loss on accrual basis.
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NESTLE INDIA LIMITED

NOTES FORMING PART OF THE FINANCIAL STATEMENTS
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Liability for defined benefit plans i.e. gratuity and unfunded pension is determined based on the actuarial valuation carried out by
an independent actuary as at the year-end. As these liabilities are relatively long term in nature, the actuarial assumptions take
in account the requirements of the relevant Ind AS coupled with a long term view of the underlying variables / trends, wherever
required.

Service cost and net interest cost on the defined benefit liabilities/assets are recognized in the statement of profit and loss as
employee benefit expense and finance costs respectively. Gains and losses on remeasurement of defined benefits liabilities/plan
assets arising from changes in actuarial assumptions and experience adjustments are recognised in the other comprehensive
income and are included in retained earnings in the balance sheet.

Long term employee benefits such as compensated absences and long service awards are charged to statement of profit and loss
on the basis of an actuarial valuation carried out by an independent actuary as at the year-end. Actuarial gains and losses are
recognised in full in the statement of profit and loss during the year in which they occur.

Other employee benefits

Short term employee benefits including performance incentives, are charged to statement of profit and loss on an undiscounted,
accrual basis during the period of employment.

SHARE BASED PAYMENT

Nestlé Restricted Stock Unit (RSU) Plan/ Performance Share Unit (PSU) Plan of Nestlé S.A., whereby select employees of the
Company are granted non-tradable units with the right to obtain Nestlé S.A. shares or cash equivalent, is a Cash-Settled Share
based payment as per the requirement of Ind AS 102 - Shared based Payment. Liability under the plan is initially measured at the
fair value and charged to statement of profit and loss over the vesting period. The Company remeasures the outstanding units at
each balance sheet date at their fair values taking into account the Nestlé S.A. share price and exchange rate as at the balance
sheet date. The resultant gain/ (loss) on remeasurement is recognised in the statement of profit and loss over the vesting period.

PROPERTY, PLANT AND EQUIPMENT

Items of property, plant & equipment are stated at cost less accumulated depreciation and accumulated impairment losses, if
any. Cost is inclusive of freight, duties, taxes or levies (net of recoverable taxes) and any directly attributable cost of bringing the
assets to their working condition for intended use.

Property, plant and equipment which are not ready for intended use as on the date of Balance Sheet are disclosed as “Capital
work-in-progress”.

Profit or loss on disposal/ scrapping/ write off/ retirement from active use of an item of property, plant and equipment is
recognised in the statement of profit and loss.

DEPRECIATION / AMORTISATION

The Company has assessed the useful lives of property, plant and equipment as per Schedule Il to the Companies Act, 2013.
Accordingly, depreciation has been computed on useful lives based on technical evaluation of relevant class of assets including
components thereof. Useful lives and residual values are reviewed annually. Depreciation is provided as per the straight line
method computed basis useful lives of fixed assets as follows:

Buildings : 25 - 40 years
Plant & Machinery : b5-25years
Office Equipments . byears
Furniture and fixtures . byears
Vehicles . byears
Information Technology (IT) equipment . 3-byears

Freehold land is not depreciated. Leasehold land and related improvements are amortized over the period of the lease.
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IMPAIRMENT OF PROPERTY, PLANT AND EQUIPMENT

At each balance sheet date, items of property, plant and equipment are reviewed to determine whether there is any indication of
impairment. For the purpose of assessing impairment, assets are grouped at the levels for which there are separately identifiable
cash flows (cash generating unit). If any impairment indicator exists, estimate of the recoverable amount of the property, plant
and equipment /cash generating unit to which the asset belongs is made. An impairment loss is recognised whenever the carrying
amount of an asset/ cash generating unit exceeds its recoverable amount. The recoverable amount is the greater of the net selling
price and value in use. In assessing value in use, the estimated future cash flows are discounted to their present value based on
an appropriate discount rate.

Reversal of impairment losses recognised in earlier years is recorded when there is an indication that the impairment losses
recognised for the asset/cash generating unit no longer exist or have decreased. However, the increase in carrying amount of an
asset due to reversal of an impairment loss is recognised to the extent it does not exceed the carrying amount that would have
been determined (net of depreciation) had no impairment loss been recognised for that asset/cash generating unit in earlier years.

LEASES

The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at the inception
of the lease. The arrangement is, or contains, a lease if fulfilment of the arrangement is dependent on the use of a specific asset/s
and the arrangement conveys a right to use the asset/s, even if that right is not explicitly specified in an arrangement.

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards incidental
to ownership of the asset to the lessee. All other leases are classified as operating leases.

Payments made under operating leases are recognised as an expense in the statement of profit and loss on a straight-line basis
over the term of the lease unless such payments are structured to increase in line with expected general inflation to compensate
for the lessor’'s expected inflationary cost increases, in which case the same is recognised as an expense in line with the
contractual term.

FOREIGN CURRENCY TRANSACTIONS

Transactions in foreign currency are initially recorded in the functional currency i.e. Indian Rupees (%) using the exchange rate at
the date of transaction.

Monetary items (i.e. receivables, payables, loans etc.) denominated in foreign currency are reported using the closing exchange
rate as on each balance sheet date.

The exchange difference arising on the settlement or reporting of monetary items at rates different from rates at which these
were initially recorded / reported in previous financial statements, are recognised in the statement of profit and loss in the period
in which they arise.

Also refer to accounting policy on ‘Derivatives and Hedge accounting’.
PROVISIONS AND CONTINGENT LIABILITIES

Provisions for Contingencies/ Contingent liabilities are recognised/disclosed after evaluation of facts and legal aspects of the
matter involved, in line with Ind AS 37 on Provisions, Contingent Liabilities and Contingent Assets. Provisions are recognised
when the Company has a present obligation (legal/constructive) and on management judgement as a result of a past event, for
which it is probable that a cash outflow will be required and a reliable estimate can be made of the amount of the obligation. As
the timing of outflow of resources is uncertain, being dependent upon the outcome of the future proceedings, these provisions
are not discounted to their present value.

A disclosure for a contingent liability is made when there is a possible obligation or a present obligation that may, but probably
will not require an outflow of resources. When there is a possible obligation or a present obligation in respect of which likelihood
of outflow of resources is remote, no provision or disclosure is made.

Contingent assets are not recognised in the financial statements since this may result in the recognition of income that may never
be accrued/ realised.
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BORROWING COSTS
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Borrowing costs directly attributable to acquisition or construction of items of property, plant and equipment which take substantial
period of time to get ready for their intended use are capitalised as part of the cost of that asset. All other borrowing costs are
charged to the statement of profit and loss in the period in which they are incurred.

FINANCIAL INSTRUMENTS

a)

b)

c)

Recognition and Initial measurement

The Company recognises financial assets and financial liabilities when it becomes a party to the contractual provisions of the
instrument. All financial assets and liabilities are measured at fair value on initial recognition. Transaction costs in relation
to financial assets and financial liabilities, other than those carried at fair value through profit or loss (FVTPL), are added to
the fair value on initial recognition. Transaction costs in relation to financial assets and financial liabilities which are carried
at fair value through profit or loss (FVTPL), are charged to the statement of profit and loss.

Classification and subsequent measurement of financial assets
i) Debt Instruments

For the purpose of subsequent measurement, financial assets in the nature of debt instruments are classified as
follows:

Amortised cost - Financial assets that are held within a business model whose objective is to hold the asset in order
to collect contractual cash flows that are solely payments of principal and interest are subsequently measured at
amortised cost less impairments, if any. Interest income calculated using effective interest rate (EIR) method and
impairment loss, if any are recognised in the statement of profit and loss.

Fair value through other comprehensive income (FVOCI) - Financial assets that are held within a business model
whose objective is achieved by both holding the asset in order to collect contractual cash flows that are solely
payments of principal and interest and by selling the financial assets, are subsequently measured at fair value through
other comprehensive income. Changes in fair value are recognized in the other comprehensive income (OCl) and on
derecognition, cumulative gain or loss previously recognised in OCl is reclassified to the statement of profit and loss.
Interest income calculated using EIR method and impairment loss, if any are recognised in the statement of profit and
loss.

Fair value through profit or loss (FVTPL) - A financial asset which is not classified in any of the above categories are
subsequently measured at fair valued through profit or loss. Changes in fair value and income on these assets are
recognised in the statement of profit and loss.

i)  Equity Instruments

The Company has made investment in equity instruments that are initially measured at fair value. These investment are
strategic in nature and held on a long-term basis. Accordingly, the company has elected irrevocable option to measure
such investments at FVOCI. The Company makes such election on an instrument-by-instrument basis. Pursuant to
such irrevocable option, changes in fair value are recognised in the OCI and is subsequently not reclassified to the
statement of profit and loss.

Classification and subsequent measurement of financial liabilities
For the purpose of subsequent measurement, financial liabilities are classified as follows:

Amortised cost - Financial liabilities are classified as financial liabilities at amortised cost by default. Interest expense
calculated using EIR method is recognised in the statement of profit and loss.

Fair value through profit or loss (FVTPL) - Financial liabilities are classified as FVTPL if it is held for trading, or is designated
as such on initial recognition. Changes in fair value and interest expense on these liabilities are recognised in the statement
of profit and loss.
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d)  Derecognition of financial assets and financial liabilities

The Company derecognises a financial asset when the contractual rights to the cash flows from the financial asset expire,
or it transfers the rights to receive the contractual cash flows including risks and rewards of ownership.

A financial liability is derecognised when the obligation under the liability is discharged or expires.
e) Impairment of financial assets

Financial assets that are carried at amortised cost and fair value through other comprehensive income (FVOCI) are assessed
for possible impairments basis expected credit losses taking into account the past history of recovery, risk of default of the
counterparty, existing market conditions etc. The impairment methodology applied depends on whether there has been a
significant increase in credit risk since initial recognition.

For Trade receivables, the Company provides for expected credit losses based on a simplified approach as per Ind AS 109
- Financial Instruments. Under this approach, expected credit losses are computed basis the probability of defaults over the
lifetime of the asset.

f)  Derivatives and hedge accounting

Derivative instruments used by the company include forward contracts. The Company formally establishes a hedge
relationship between such forward contracts (‘hedging instrument’) and recognized financial asset/liabilities (‘hedged item’)
through a formal documentation at the inception of the hedge. Forward contracts are designated as hedging instruments
against changes in fair value of recognised assets and liabilities (fair value hedges) and against highly probable forecast
transactions (cash flow hedges). The effectiveness of hedge instruments is assessed at the inception and on an ongoing
basis.

Derivatives instruments such as forward contracts are initially measured at fair value. When a forward contract is designated
as a cash flow hedge, the effective portion of change in the fair value of the contract is recognised in the other comprehensive
income and accumulated in other equity under “effective portion of cash flow hedges”. Amount recognised in other equity
is subsequently reclassified to the statement of profit and loss upon occurrence of the related forecasted transaction. Any
ineffective portion of the change in the fair value of the contract is recognised immediately in the statement of profit and
loss.

Changes in fair value of forward contracts designated as fair value hedge are recognised in the statement of profit and loss.
g) Fair value measurement

Fair value of financial assets and liabilities is normally determined by references to the transaction price or market price.
If the fair value is not reliably determinable, the company determines the fair value using valuation techniques that are
appropriate in the circumstances and for which sufficient data are available, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs.

INCOME TAX

Income tax expense comprises of current tax and deferred tax. Income tax expense is recognised in the statement of profit and
loss, except when it relates to items recognised in the other comprehensive income or items recognised directly in the equity. In
such cases, the income tax expense is also recognised in the other comprehensive income or directly in the equity as applicable.

Provision for current tax for the period comprises of
a