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Financial Highlights

in thousands of naira 2017 2016
Revenue 121,919,736 80,442,697
Profit before income tax 24,459,525 896,459
Profit for the year 16,547,986 535,818
Dectared dividend® 7,926,563 21,798,049
Share capital 396,328 - 396,328
Total equity 39,503,479 30,878,075

* Declared dividend represents the final dividend proposed for the preceding year but

declared during the current year,



Nestlé Nigeria Plc
Unaudited Financiol Statements
far the period ended 30 June 2017
Directors' report

1 Financial Statements
The direttors present their annual report on the affairs of Nestlé Nigeria Plc {"the Company"), together
with the financial statements and independent auditor's report for the period ended 30 June 2017.
2 Principal Activities
The principal activities of the Company cantinue to be the manufacturing, marketing and distribution of
foaod products including purified water throughout the country. The Company also exports some of its
products to other countries within and outside Africa.
3 Operating Results
The following is a summary of the Company's operating results: .
2017 2016

N'000 MN'000
Revenue 121,919,736 20,442 697
Results from operating activities 26,699,404 14,970,566
Profit hefore income tax 24,459,525 896,459
Profit for the year 16,547,986 535,819
Total comprehensive intame for the year 16,547,986 535,819

4 Directors and Their Interests
(a} The directors who served during the year and their interests in the shares of the Company at the
year end were as follows:
Interest in the Ordinai’y Shares
of the Company

2017 2016
Mr. David Ifezulike - Chairman 56,255 58,255
Mr. Mauricio Alarcon {Mexican] - MD/CEO Y Nil
Mr. Syed Saiful Islam (Bangladeshi) 1,610 1,610
Mr. Kais Marzouki {German) Ml il
Mr. Ricarde Chavez (Mexican) Nl il
Mrs. Ndidi Okonkwoe Nwuneli il il
Mr. Ghenga Oyebode Ml Nil

(b] Mr. Gbenga Oyebode, was the Non-Executive Chairman of Access Bank Ple, one of the Company's
bankers. in accordance with Section 277 of the Companies and Allied Matters Act of Nigeria, he has
notified the Company of his position with Access Bank Plc to the Board,

{c) No share optionhs were granted to the directors by Nestlé Nigeria Plc. However, Nestlé §. A, the

ultimate parent company has a share based payment scheme offered to certain key management

persannel including certain directors of the Company.
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Directors' report

5 Analysis of Shareholdings

Number of Number of
shareholders % shares %
1 - 1,060 18,435 62.96 5,624,464 0.71
1,001 - 5,000 7,337 25.05 16,908,505 2.13
5,001 10,000 1,728 5.90 11,820,510 1.49
10,001 - 50,000 1,417 4.84 27,763,503 3.50
50,001 100,000 163 0.56 11,064,586 1.40
100,001 - 500,000 142 0.48 25,574,666 373
1,000,001 - 10,000,000 25 0.05 18,238,975 2.30
10,000,001 100,000,000 32 0.11 147,099,384 18.56
29,284 ©59.99 268,096,793 3382
Nestle S.A, Switzerland * 1 0.01 524,559,457 66.18
29,285 100 792,656,250 100

*  Apart from Nestlé S.A, Switzerland, with 524,555,457 ordinary shares {representing 66.18%) and
Stanbic IBTC Mominees Limited with 7.38%, no other shareholder held 5% or more of the paid-up
capital of the Company as at 30 June 2017,

& Property, plant and equipment
(nformation relating 1o thanges in property, plant and equipment is disclosed in Note 9 to the financial

statements.

7 Donations
In compliance with Section 38(2} of the Companies and Allied Maftters Act of Nigeria, the Company did not

make any donation er gift to any political party, political association or for any political purpose during the
year.

The Company sustained its forus on Creating Shared Value.

8 Nestlé Nigeria Trust {CPFA]} Limited {"NNTL"}
Nestlé Nigeria Trust {CPFA) Limited {"NNTL'} previously called Nestlé Nigeria Provident Fund Limited, was
incorporated by the Company and is a duly registered Closed Pension Fund Administrator whose sole
activity is the administration of the pension and defined contribution gratuity scheme for both employees
and former employees of Nestlé Nigeria Plc.

9 Local Sourcing of Raw Materials
On a continuing basis, the Company explores the use of local raw materials in its production processes and
fhias successfully introduced the use of locally produced items such as soya bean, maize, cocoa, palm olein
and sorghum in a number of its products,
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10 Major Distributors
The Company's products are distributed through various distributors that are spread across the whole
COUrtry.

11 Suppliers
The Company procures all of its raw materials on a commercial basis from overseas and local suppliers.
Amengst the overseas suppliers are comgpanies in the Nestié Group.

12 General Licence Agreement
The Company has a general licence agreement with Societe des Produits Nestlé 5.A., Nestec S.A. and

Nestlé 5.A., afl based in Switzerland. Under the agreement, technological, scientific and professional

assistance are provided for the manufacture, marketing, quality control and packaging of the Company's

products, development of new products and training of personnel abroad. Access is also provided to the

use of patents, brands, inventions and know-how.

The Company obtained the approval of the National Office for Technelogy Acquisition and Promotion
(NOTAP) with certificate No. CR 005823 for the remittance of General Licence Fees to Societe des Produits
Mestlé S.A., Nestec 5.4, and Nestlé S.A. The approval is for 2 period of three {3) years with effect from 1st
January 2015 to 31st December 2017

13 Acquisition of Own Shares
The Company did not purchase any of its own shares during the year,

14 Emptoyment and Employees

{a)

(b}

Employment of physicatly challenged persons:

It is the policy of the Company that there is no discrimination in considering applications for
employment including those of physically challenged persons. The Company had 14 (2016: 14)
physically challenged persons in its employment as at 30 June 2017.

All employees whether physically challenged or not are given equal opgortunities to develop their
expertise and knowledge and qualify for promotion in furtherance of their careers. In the event of
members of staff hecoming physically challenged, every effort is made to ensure that their
employment with the Company continues and that appropriate training is arranged. It is the poticy of
the Company that training, career development and promotion of physically challenged persons
should, as far as possible, be identical with that of other employees.

Health and safety at work and welfare of employees:

The Company invests its resources to ensure that hygiene on its premises is of the highest standard.
In this regard, the Company has, on three occasions, won the Manufacturers” Association of Nigeria's
award for the best kept factory and on three occasions won the Federal Environmental Protection
Agency’s environmental performance award as the most environment-friendly company in Nigeria.
The work enviranment is kept conducive and as safe as possible.

The Company operates its own clinics which provide quick health care to its employees. In pursuit of
efforts to improve health infrastructure and enhance the quality of care for the employees, the
company has built a new uitra modern clinic at Agbara factory. The new clinic which is fully equipped
with state-of-the-art medical facilities consists of three consuliing rooms, one pharmacy, one

laboratory and two cbservation rooms, amongst others.
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(c)

The modernization of the medical facilities by the Company is in line with Nestlé Corporate Business
principles of promoting safe and healthy work environment for the employee,

in addition, the Company retains a number of registered private hospitals run by qualified medical
doctors to whom serious cases of iilness are referred for treatment.

The Company caters far the recreational needs of its employees by providing them with a weliness
center and other games facilities such as Table Tennis, Draughts, etc, Lunch is provided free to staff in
the Company’s canteen.

Empleyees involvement and training:

The Company places considerable value on the involvement of its employees and has continued the
practice of keeping them informed on matters affecting them as employees and on various factors
affecting the performance of the Company. Employee representatives are consulted regularly on a
wide range of matters affecting their current and future interests.

Circulars and newsletters on significant corporate issues are published. Regular briefing sessions are

also held at corporate and operational levels to enhance exchange of information.
Management, professional and technical expertise are the Company’s major assets. The Company
continues to invest in developing such skiils. The Company has in-house training facilities,
compiemented, when and where necessary, with external and overseas training for its employees.
This has broadened opportunities for career development within the organisation.

In addition, the first batch of our technicians admitted into the Technical Training Centre (TTC) in
Agbara in 2011 for the 18 months multi-skill engineering training graduated on 12 July 2013. The
second hatch of technicians graduated in july 2015, bringing the total number of those who have so
far completed the programme to twenty-six (26}, The third batch of twenty {20) technicians started
the programme at our TTC in September 2015, The cost of the training was fully paid by ouwr
Company.

The content of the course was based on the syllabus of the Technician Examinations Certificate of
City and Guilds of London, one of the world’s leading vocational education organizations. To
empower the trainees with relevart skills, the top five (5) students in the scheme were taken to
Switzerland for further training within the Group's factories. In order to reduce unemployment, eight
(8) of the thirteen {13) graduates from the first batch and thirteen {13) graduates from the second
batch were given immediate employment by our Company. The other graduates are in full time

employment with other organizations.
This TTC program contributes to the increase in the overall technology know-how in Nigeria and the

poo! of employable technical persons as the students also act as technology ambassadors after they
have completed their training schedule,

1% Remuneration Committee
The remuneration committee, which consists of three directors namely Mr. David ifezulike, Mr. Ricardo
Chavez and Mr. Kais Marzouki, were appointed by the Board of Directors to submit recommendations on
the salaries of executive directars to the Board for approval,
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16 Audit Committee

17

tn accordance with section 359{4) of the Companies and Allied Matters Act of Nigeria, members of the
audit committee of the Company were elected at the Annual General Meeting held on 23 May 2017,
Members that served on the audit committee during the year comprise:

Mr. Matthew Akinlade {Chairman) Shareholders’ Representative
Athaji Kazeem Owonikoko Bello Shareholders’ Representative
Mr. Christophar Nwaguru Shareholders’ Representative
Mrs. Ndidi Qkonkwe Nwurieli Directors’ Representative
Mr. Ghenga Oyebode Directors’ Representative
Mr. Ricarde Chavez Directors’ Representative

Effectiveness of Internal Control System
The Board is responsible for maintaining a sound system of internal centrol to safeguard shareholders’

investment and the assets of the Company. The systemn of internal control is to provide reasonable

assurance against material misstatement, prevent and detect fraud and other irregularities,

There is an effective internal contrel and audit function within the Company which gives reasonable
assurance against any material misstatement or loss. The responsibilities include oversight functions of
internal audit and control risk assessment and compliance, continuity and contingency planning, and
formalisation and improvement of the Company’s business processes,

18 Disclosures

a) Risk Management and Compliance System
The directors are responsible for the total process of risk management as well as expressing their

opinion on the effectiveness of the process. The risk management framework is integrated intc the
day-to-day eperations of the business and provides guidelines and standards for administering the
acceptance and on-going management of key risks such as operational, reputational, financial,
market, technology and compliance risk, The directors are of the view that effective internal audit
function exists in the Company and that risk management control and compliance system are
operating efficiently and effectively in all respects.

The Company has a structured Risk Management process in place and undertakes at least annually 2

thorough Risk Assessment covering all aspects of the business. The Risk Assessment is based on the
two criteria "Business Impact” and “Likelihood of Occurrence”. For every identified Business risk,

mitigating measures are implemented by the Company.



“SAUAFIE STIUISNY N0 noySnony
saanaeld mnoge) pug siyd uewny pooB o aidwexs ug apiaoad 01 wie pue snoge| pur sgF vewny uo saydpund Supind {JoNn} 52edwed (BqoD suoken PaLUA SY) Joddns Alny ap

SSIUAIIY 553L15Ng N0 ul 53y uzwiny (p}

“faenud
IBwnsuos padsas B SI9IP setijeay sa10wed pue auoUd paLIoiul 0] YF IaYY S51212%3 03 SIAWASUR s;aMmodwia JBY) UOLEIIUNLLIG) JIWUNSUOD 3GED) ‘3| Qisucdsal 0 pATLLUILIOD 312 B,

UCHEIIUNWILICT J3wnsuc) (3)
‘paepuels Y31y Jo pue Les S INposd Byl 18kl J9WNSU0D 41 0) SHNURIENT SwWe 3[1SaN ayl ‘plOomM 31} ul D1aymAIDaT
fajes wapold pue asuenssy Aleny {a}
"aned| Ajluiared pue SUIWNSUOD RARS| [RNUUR 10U 5 1BUT BABI|
Apuwiaien papuaixe ‘woos Ageq jo uoisiacid sasiuaad JRo U0 SDIY|IDEL JPUDIIERIIEL 1310 PUE WAS 40 uoisiaold ‘33uBjRS SHT-Y40M 21A 535A0|0WD JNO 4O SSAU|IBAL PUE YI|eSH BSEN0DUI 38

ssaulSp PUE YieaH ‘uoian (e)

SUONE[S] RNGeUoas a1
e, Anjigeuielsns JUAHIQBAIR (2N BB AIOM jeuosad SANIALIIE 553UISNG JNG Ul unlexMunuiwe) | Alages 1anpoud pue ssaU||aM, PUB
= ITE T2 TEATS ue anmoud 1B By pur Aaa S3338.d Jnoge SN vewn JSUNSUD gauRINssSE Alen B3N "uOAN
| 3 p f v pue ssayddng Yyeay p HES pue diysapea el Jnogen i Sy H 2 WEnyn | yyesH N
DT B 8 L 4 g 14 £ 4 T
saMIG NOGET R STy vewny
JUBWLONAUT AYL siaeIsn) pus siayddng #doag 4ng FIBWASUDT

;2.2 35013 seydiouid ual J0 $INISUD 493N "GP @M [|2 JO UDHEPUNGY BUT ulio) (492N} saidipullg ssewsng aresodsod a)isan oyl “Auedwos paseq-s|dioulsd e s1 a)3sap
SIUUIg 550Ulang 918100107
Sa3IIBI4 PUB S3HIHO [EJUIMIUOIIALT PUB Y1jBaH ‘A131es ‘Jeoifi3 [eians o Loday 61

‘Bupison paseg ApARay o
paseq st Auedwiod yIea 03 $31560 3yl JO UCIJEI0JIE 941 ‘51503 PUE SIIMIOS2S ‘SUOMIIUNY 0 Woflesl|dnp JUEGUSIIE Buj YNM SISBH SUOIRPUETS UO {1951 0) papnoad Ajsnatasd pey
Augdiuod Jaguiaw yags uaym ‘uaidsy ediHy 3550 PUB |eaua) ay) uiyus Juesado ssiuvedwod Jo dnosn 2[3saN avl O SIaQLISIL {|B 0F $3IIALIS PRIBYS {BUONEIAG0 UOWWAD
J8 uoIsiaosd 3yl dansua 03 51 Juawaesde 2y} Jo asodind i) PRI BILY I5SA PUB 1BIILSD PISIN YUM TUSWLITY SIAISS PRIBUS 8 PAINJaXa (E3JY 1584 pUE {B3UaD)

u1 apsaN jo ssivedwod 3ujeiado Jayl0 pue) Auectiiod Sy 'UCHIPPR L) "SSAUISNG JO a5In0d ABulpao ay] Ul saueduiod paies s diysuoie|al [emseucd sey Aurdwo) oy,
suonaesuel] Auegd paje|y (2
'saoiesd 1dneiod pue uoudniod 01 aduei|6) 0daz pue AJudajul (o ainyno e sey Auedwoly Ay d(geaydde u3ym suoneadse

1208 Fustwosdwod 1n0yHM SSN[EA PUB SCHIP {RUCHEU S8 (fam SB 5152.)u] (BUOREL 21qissod Se 4anu 2 S30W0ld pus AJSISAP [RINYINI pUB 121005 § ueuaBip 0] SAISUSS 51

Auedial ayl ‘ospy agnd [eisued sy pue siawnsuod syl "Auunwwos 150y saaioidwia S3 SE YINS S1AP|0USNRIS SH IO 1534934| 3y) 0] ucnuae slenbope sAed Auedwion 3y
sanneRiu Alpgeuteisng (g

yodes s:opoaiQ
£LT0Z 2Unf OE papua pouad ayi sof

SIUSWAILIS [OISUOUL PIUPHDUL}
3d RUIRIN DSAN




Nestlé Nigeria Plc
Ungudited Financigl Statements
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Directors' report

{e) Leadership and Personal Responsibility
Qur success is based on our people. We treat each other with respect and dignity and expect everyone

to promote a sense of personal responsibility. We recruit competent and motivated people who respect
aur values, We provide equal opportunities for our employees’ development and advancement, We

protect our employees’ privacy and do not tolerate any form of harassment or discrimination.

The fong-term success of the Company depends on its capacity to attract, retain and devetop employees
able to ensure its growth on a continuing basis. We provide equal opportunity in our resourcing drive.
The Nestlé pelicy s to hire staff with personal attitudes and professional skills enabling them to develop
a long-term relationship with the Company.
(f} Safety and Health at Work

We are committed to preventing accidents, injuries and iliness related to work, and to protect
employees, contractors and others involved aleng the value chain. We recognise and require that
everyone plays an active role in providing a safe and healthy environment, and promote awareness and
knowledge of safety and health to employees, contractors and other people related to or impacted by
our business activities by setting high standards.

We have Clinics in our Factories, Distribution Centre and Head Office. The Clinics at the factories
operate 24 hours service. Also we have Hospitals listed on retainer basis with the company for our
employees and their family use. Na major industrial accident occurred during the period under review.
All the injured employees have since resumed their normal duties. An accident is classified as major if
the affected person is not able to resume work after 3 days. Efforts are being made by the Safety,
Health and Environment Committee of the Board, Management and the Safety, Health and Environment

Officers at the various sites to curtail industrial accidents through increased training on safety to both

staff and contractors. The target of the Company is to ensure that there is no major accident,

We provide basic HIV/AIDS training to our employees. Also, we provide training and basic information
to staff on prevention and treatment of serious diseases. On periodic basis, we invite medical experts
and health institutions to make available free screening exercise to enable employees know their status
in respect of serious diseases and provide the treatment required. We do not discriminate against or
disengage any employee on the basis of his or her HIV/AIDS status. The Company makes the ahove
facilities available to staff through the retained clinics.
{(g) Supplier and Customer Relations

We require our suppliers, agents, subcontractars and their employees to demonstrate honesty, integrity
and fairness, and to adhere to our non-negotiable standards. In the same way, we are committed to our
own customers,
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(h) Agricuiture and rural development
We contribute to improvements in agricultural production, the social and economic status of farmers,

rural communities and in production systems to make them more envirenmentally sustatnable.

{1} Emvironmental sustainability
We commit ourselves to environmentally sustainable business practices. At all stages of the product life
cycle, we strive to use naturai resgurces efficiently, favour the use of sustainably-managed renewabie
resources and target zero waste,
We invest continuously to improve our environmental performance. The Nestlé Palicy on Envirenmental

Sustainability incorporates the United Nations Global Coempact’s three guiding principles on
environment (Principle 7 on support for precautionary approach to environmental chaltenges; Principle
8 on the need to undertake initiatives to promote environmental responsibifity and Principle 9 on the
need to encourage the development and diffusion of environmentally friendly technologies), Our four
pricrity areas are: water, apricultural raw materials, manufacturing and distribution of cur products and
packaging. We implement our policy through the Nestié Environmental Management System. We
helieve that environmental perfermance is a shared responsibility and requires the cooperation of all

parts of society. We are determined to always provide leadership within our sphere of infiuence,

{j} Water
We are committed to the sustainable use of water and continuous improvement in water management,

We recognise that the world faces a growing water challenge and that responsible management of the

waorld's resources by all water users is an absolute necessity.

Number, diversity, training initiatives and development of employees

As at 30 June 2017, the staff strength of the Company was 2,286 (2016: 2,325). Our employees ara
made up of male and female from ali parts of the country. Every employee is given equal oppertunity
for promotion purely on the basis of merit. We provide both experienced based learning and classroom
trainings in Nigeria and overseas. Presently, we have 17 {2016: 18) of our staff on overseas’
assignments in Ghana, Cote D’ Ivoire, Switzerland, Senegal, Kenya and Cameroun in erder to give them
the required exposure to enable them take up higher responsibilities.

Bribery and corruption

We condemn any form of bribery and corruption. Our employees must never, directly or through
intermediaries, offer or promise any persanal or improper financial or other advantage in order to
obtain or retain a business or other advantage from a third party, whether public or private. Nor must
they accept any such advantage in return for any preferentlal treatment of a third party. Mareover,
employees must refrain from any activity or behavior that could give rise to the appearance or suspicion
of such conduct or the attempt thereof.

10
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20 insider Trading

The directors of the Company and senior employees who are in possession of price sensitive
infermation are prohibited from dealing with the shares of the Company in accordanee with the
praovisions of the Investments & Securities Act 2007 and the Listing Rules of the Nigerian Stock
Exchange. As required by law, the shares held by directors are disclosed in the annual report. Our
Company has securlties trading policy applicable and circulated to directors, insiders, external advisers
and all employees that may at any time possess any inside or material Information about our Company.
The securities trading policy is also avaitable an the website of the Company.

Our Company has adopted a code of conduct regarding securities transaction by the directors an terms
no less exacting than the required standard set out in the Listing Rules of the Nigerian Stock Exchange.
The Company has made specific enquiry of all directors whether they have complied with the required
standard set out in the listing rules and the Company's code of conduct regarding securities transactions
by diractors and the Company is not aware of any non-compliance.

BY ORDE;&F:{F}HE BOARD

Bode Ayeku

Company Secretary/Legal Adviser
FRC/2012/NBA/00000D00637
22-24, Industrial Avenue

lupeju,

Lagos.

1t
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Statement of Directors’ Responsibilities
For the preparation and approval of the Financial Statements

The Directors of Nestlé Nigeria Plc are responsible for the preparation of the financial statements that give a true and fair
view of the financial position of the Company as at 30 June 2017, and the results of its operations, cash flows and changes
in equity for the year ended, in compliance with International Financial Reporting Standards ("IFRS") and in the manner

required by the Companies and Allied Matters Act of Nigeria, the Financial Reporting Council of Nigeria Act, 2011.
In preparing the financial statements, the Directors are responsible for:

e properly selecting and applying accounting policies;

* presenting information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

» providing additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable
users to understand the impact of particular transactions, other events and conditions on the Company's financial
position and financial performance; and

e making an assessment of the Company's ability to continue as a going concern.

The Directors are responsible for:

= designing, implementing and maintaining an effective and sound system of internal controls throughout the
Company;

* maintaining adequate accounting records that are sufficient to show and explain the Company's transactions and
disclose with reasonable accuracy at any time the financial position of the Company, and which enable them to ensure
that the financial statements of the Company comply with IFRS;

* maintaining statutory accounting records in compliance with the legislation of Nigeria and IFRS;
e taking such steps as are reasonably available to them to safeguard the assets of the Company; and

¢ preventing and detecting fraud and other irregularities.

Going Concern:
The Directors have made an assessment of the Company’s ability to continue as a going concern and have no reason to
believe the Company will not remain a going concern in the year ahead.

The financial statements of the Company for the period ended 30 June 2017 were approved by directors on 21 July,
2017

Signed on behalf of thel Dire 'o s of the Company: > ; )
( //' n ' - -
: e T / }

e s

David Ifezufike /Mauricio Alarcon ; Syed Saiful Islam

(Chairman) Y (Managing Directorl--'/ (Finance & Control Director)
FRC/2013/NIM /00000003355 FRC/2017/NIM/00000016043 FRC/2015/ANAN/00000013195
277 July 2017 277 _uly 2017 277 july 2017

12



Statement of Profit or ioss and Comprehensive Income

in thousands of naira

Revenue
Cost of sales
Gross Profit

Marketing and distribution expenses
Administrative expenses
Results from operating activities

Finance income
Finance costs
Met finance cost

Profit before income tax

income tax expense

Profit for the period

Other comprehensive income

Other comprehensive income for the period
Total comprehensive income for the pericd

Profit for the period is attributable to:

Owners of the company

Total comprehensive income for the period is attributable to:

Owners of the company

Earnings per share
Basic earnings per share
Diluted earnings per share

Nestlé Nigeria Plc

Unaudited Financial Statements
for the period ended 30 june 2017

Apt-June 2017 Apr-june 2016
60,768,219 44,311,831
(35,908,543} {29,361,301)
24,859,676 14,950,530
(8,815,208} (6,098,809}
{2,554,897) (2,806,636)
13,489,571 5,945,085
2,544,356 336,828
(5,856,987} {14,110,865)
{3,312,631) {13,774,037)
10,176,940 {7,828,852)
(1,287,782) 1,683,382
8,189,158 {6,145,570)
8,189,158 (6,145,570}
8,189,158 (6,145,570}
8,189,158 {6,145,570)

N N
10.33 (7.75)
10.33 (7.75}

The accompanying notes and significant accounting policies on pages 18 to 36 form an integral part of these

financial statements.

i3



Statement of Profit or loss and Comprehensive Income

in thousarnds of nuirg

Revenue
Cost of sales
Gross Profit

tarketing and distribution expenses
Administrative expenses
Results from operating activities

Finance income
Finance costs
Net finance cost

Profit before income tax

Income tax expense

Profit for the period

Other comprehensive income
Other comprehensive income for the period
Total comprehensive income for the period

Profit for the period is attributable to:
Owners of the company

Total comprehensive income for the period is attributable to:

Owners of the company

Earnings per share
Basic earnings per share
Diluted earnings per share

Nestlé Nigeria Plc

Unoudited Financiaf Statements
for the period ended 30 lune 2017

Jan -June 2017

Jan-lune 23316

121,919,736 80,442,697
(73,576,662) {47,711,655)
48,343,074 32,731,042
(16,863,170} (12,842,567}
{4,780,500) (4,917,809}
26,699,404 14,970,666
5,145,544 816,998
{7,385,423)} {14,891,205)
{2,239,879) {14,074,207)
24,459,525 896,459
(7,911,539) (360,640)
16,547,986 535,819
16,547,986 535,819
16,547,986 535,819
16,547,986 535,819
N N

20.88 0.68

20.88 0.68

The accompanying notes and significant accounting policies on pages 18 to 36 form an integral part of these

financial statements.
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Statement of Financial Position
As at 30 June 2017
In thousands of naira

Assets
Property, plant and equipment
Long term receivables

Total non-current assets

Inventories
Trade and other receivables
Prepayments
Cash and cash equivalents
Total current assets
Total assets
Equity
Share capital
Share premium
Share based payment reserve
Retained earnings
Total Equity
Liabilities
Loans and borrowings
Employee benefits
Deferred tax liabilities
Total non- current liabilities
Bank Overdraft
Current tax liabilities
Loans and borrowings
Trade and other payables
Provisions
Total current liabilities
Total liabilities
Total equity and liabilities

SIGRIED ON BEHALF OF THE BORRD QF DIRECTORS BY:

L

statements.

Nestlé Nigeria Plc
Unaudited Financial Statements

for the period ended 30 June 2017

Note June 2017 Dec 2016
9 69,184,337 70,171,526
10 1,786,578 1,678,251

70,970,915 71,849,777
11 23,392,791 20,637,750
12 22,091,443 24,035,411
13 3,103,570 1,711,842
14 56,994,914 51,351,152
105,582,718 97,736,155
176,553,633 169,585,932

15(a) 396,328 396,328

15 (b) 32,262 32,262

15(¢) 103,165 126,480

38,971,724 30,323,005

39,503,479 30,878,075

15,797,940 10,384,341

16 2,138,993 2,103,744
8,562,856 5,186,338

26,499,789 17,674,423

14 2,895,963 154,582
16,747,379 15,489,634

24,300,530 40,130,375

17 66,305,768 64,662,096
300,725 596,747

110,550,365 121,033,434

137,050,154 138,707,857

176,553,633 169,585,932

David Ifezulike
(Chairman)

FRC/2013/NIM/00000003355

Mauricio Alarcon
(Managing Director)

FRC/2017/NIM/00000016043

Syed Saiful Islam
(Finance & Control Director)

FRC/2015/ANAN/00000013195
The accompanying notes and significant accounting policies on pages 18 to 36 form an integral part of these financial
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Statement of Cash Flows
in thousands of naira

Cash flows from aperating activities

Profit for the year

Adjustments for;

Depreciation

Impairment loss on property, plant and equipment
Net loss on foreign exchange transactions

Net finance cost

Equity settied share based payment transactions
Frovisions for other long term employee benefits
{Profit)/Loss on sate of property, plant and equipment
income tax expense

Changes in long term receivables
Change in inventorias

Change in trade and other receivables
Change in prepayments

Change in trade and other payables {exctuding dividend

payable)

Changes in provisions

Cash generated from operating activities
Income tax paid

Other long term employee benefit paid
Share based payment recharge paid

Net cash in flow from operating activities
Cash fiow from investing activities

Finance income

Praceeds from sale of property, plant and equipment
Acquisition of property, plant and equipment
Met cash used in investing activities

Cash flow from financing activities

Proceeds from loans obtained-- Intercomgpany loan
-- Bank loan

Repayments of borrowings -~ Intercompany loan
-« Bank loan

Change in import finance loan

Finance cost paid

Dividends paid

Net cash used in financing activities

Net increase in cash and cash equivalents

Cash and cash equivalent at January 1

£ash and cash equivalent at peried end

Nestié Nigeria Plc
Unagudited Financicf Stotements
for the period ended 30 June 2017

Note June 2017 June 2016 Dec 2016
16,547,986 535,809 7,924,268
9 3,080,514 3,135,197 5,976,340
& 5,173,318 13,133,747 16,286,926
{2,933,438) 940,460 378,003
34,761 - 85,195
i6 258,249 264,153 {86,411}
{20,042} 36,164 42,213
8 7,911,539 360,640 13,623,440
30,052,887 18,406,170 44,230,674
{108,327) {844,843) {326,055}
{2,755,041)  (3,024,618) {9,823,790)
1,943,568 153,328 410,585
{1,391,728)  ({1,693,255) {1,186,637)
1,603,016 8,098,988 33,051,320
{286,022) {50,715} {19,087)
29,048,753 21,045,055 66,337,570
(3,277,276}  {1,340,138} {4,551,484)
{223,000) {134,547) {152,058)
{58,076} - {109,181)
25,490,401 19,570,370 51,484,847
5,145,544 816,987 4,199,314
20,598 - 25,829
{2,093, 880} (328,173) (7,067,737}
3,072,262 {111,175) {2,842,594)
4,886,800 10,452,500 7,968,000
{20,832,515) - {4,364,138)
{751,310} {751,309) {1,502,620)
3,282,360 - -
{4,387,006) (1,757,458} {2,089,533)
{7.858,611) (3,478,324} (20,081,494)
{25,660,282) 4,465,409 (20,070,185}
2,902,381 23,924,604 38,572,068
51,196,570 12,624,502 12,624,502
54,098,951 36,549,106 51,186,570

The accomganying notes and significant accounting policies on pages 18 to 36 form an integral part of these

financial statements.
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Nestié Nigeria Plc
Unaudited Fingncigl Statements
for the period ended 30 June 2017

Notes to the financial statements

Page
1 Reporting entity 19
2 Basis of accounting 15
3 Significant accounting policies 19
4 Qperating segments 29
5 Revenye 31
& Net finance costs 31
7 Profit hefore income taxation 31
8 Taxation 32
9 Property, plant and equipment 33
10 Long term receivables 34
11 Inventories 34
12 Trade and other receivables 34
13 Prepayment 34
14 Cash and cash equivalent 35
15 Capital and reserves 35
16 Employee benefits 36
17 Trade and other payables 36
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Mestlé Nigeria Plc
Unaudited Financial Stotements
for the period ended 30 June 2017
Notes to the financial statements

1 Reporting entity
Nestié Nigeria Ple ("the Company"} is 2 Company domiciled in Nigeria. The address of the Company's
registered office is at 22-24, Industrial Avenue, llupeju, Lagos. The Company is listed on the Nigerian Stock
Exchange.

The principal activities of the Caompany continue to be the manufacturing, marketing and distribution of
food products incfuding purified water threughout the country. The Company also exports some of its
products to other countries within Africa.

2 Basis of accounting
{2) Statement of Compliance
These financial statements have been prepared in accordance with IFRS.
{u) Basis of measurement
The financial statements have been prepared en historical cost basis except for the following;

@ Liabilities for eguity-settled share-based payment arrangements
a The present value of the defined benefit obligation relating to long service awards
. Inventory at lower of cost and net realisable value

{b) Functiona! and presentation currency
These financial statements are presented in Naira, which is the Company’'s functional currency. All
financial information presented in Maira has been rounded to the nearest thousand except where
otherwise indicated.

fc) Changes in accounting Estimate
On 1st fanuary 2016, the Company re-assessed the usefu! life of leasehold tand from the term of the
lease {99 years) to unlimited. The Company believes that the teasehold interest in land is in substance
similar to ownership of land and therefare should not be depreciated.
This change in accounting estimate was applied prospectively in accordance with 1AS 8 Accounting
Policies, Changes in Acceunting Estimates and Errors.

3 Significant accounting policies
The Company has consistently applied the following accounting policies to all periods presented in these
financial statements.
Set out below is an index of the significant accounting policies, the details of which are avaitable on the

pages that foliow.
Page Number

a} Foreign currency transaction 20
b} Financial instruments 20
¢) Property, plant and equipment 21
d] ntangible assets 22
e} Leased assets 23
f} inventories 23
g} impairment 24
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Nestlé Nigeria Plc
Unaudited Financigl Statements

for the period ended 30 lune 2017
Notes to the financgial statements

h} Employee benefits 25
i} Provisions 26
i} Contingent liabilities 27
k} Statement of cash flows 27
1) Revenue 27
m) Advance payment to coniractors 27
n) Finance income and finance costs 27
o} Income tax 27
p)} Earnings per share 28
) Segment reporting 28
r} Dividends 29
s) Govermment grants 29
t} Related parties 29

a) Foreign currency transaction
Transactions denominated in foreign currencles are translated and recorded in Naira ai the actual

exchange rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign
currencies at the reporting date are retranslated to the functional currency at the rates of exchange
prevailing at that date. The foreign currency gain or loss on monetary items is the difference between
amortized cost in the functional currency at the beginning of the period, adjusted for effective interest
and payments during the period, and the amortized cost in foreign currency transtated at the exchange
rate at the end of the reporting period. Foreign currency differences arising on retranslation are
recoghized in profit or loss. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rate 2t the date of the transaction.

b} Financial instruments
I. Non-derivative financial assets

The Company injtially recognizes lcans and receivables and deposits on the date that they are
originated. All other financial assets are recognized initially on the trade date at which the Company
becomes a party to the contractual provisions of the Instrument.

The Company derecagnizes a financial asset when the contractual rights to the cash flows from the
asset expire, or it transfers the rights to receive the contractual cash flows on the financial asset in a
transaction in which substantially all the risks and rewards of ownership of the financial asset are
transferred. Any interest in transferred financial assets that is created or retained by the Company is
recognized as a separate asset or liahbility.

The Company's non-derivative financial assets are classified as loans and receivables,

Loans and receivablas are financial assets with fixed or determinable payments that are not quoted In
an active market. Such assets are recognized initially at fair value pius any directly attributable
transaction costs. Subsequent to initial recognition, loans and receivables are measured at amortized
cost using the effective interest method, less any impairment losses. Loans and receivables comprise
intercompany receivables and trade and ather receivabies.
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Nestlé Nigeria Pl

Ungudited Financial Statements
for the period ended 30 June 2017

Notes to the financial statements

fil.

S

Cash and cash equivalents comprise cash balances and call deposits with original maturities of three
months or tess. Bank overdrafts that are repayable on demand and form an integral part of the
company's cash management are included as a component of cash and cash equivalents for the
purpose of the statement of cash flows.

Non-derivative financial liabilities

All financial liabilities are recognised initially on the trade date at which the Company becomes a party
to the contractual provisions of the instrument.

The Company derecognises a financial liability when its contractual obligations are discharged or
canceiled or expire.

The Company has the following non-derivative financial labilities: loan and borrowings, bank
overdrafts, trade and other payables. Such financial liabilities are recognised inktially at fair value plus
any directly atiributable transaction costs. Subsequent to initial recognition these financial fiabilities
are measured at amortized cost using the effective interest method.

Financial assets and liabilities are offset and the net ameount presented in the statement of financial
position when, and only when, the Company has a legal right to offset the amounts and intends either
to settle on a net basis or to realise the asset and settle the liability simultaneousfy.

Share capital
Crdinary shares are classified as equity. Incremental costs directly attributable to the issue of ordinary
shares and share optiens are recognised as a deduction from equity, net of any tax effects,

Property, plant and equipment

Recognition and meosurement

lems of property, plant and equipment are measured at cost less accurmulated depreciation and
accumiilated impairment losses. The cost of certain items of property, plant and equipment at 1
January 2011, the Company's date of {ransition to {FRS, was determined with reference to its fair
value at that date.

Cost includes expenditure that is directly attributable to the acquisition of the asset. ltems of property,
plant and equipment under coenstruction are disclosed as capital work-in-progress, The cost of
construction recognised includes the cost of materials and direct labour, any other costs directly
attributable to bringing the assets to a working condition for their intended use, the costs of
dismantling and removing the items and restoring the site on which they are located, and borrowing
costs on qualifying assets.

Purchased software that is integral to the functionatity of the related equipment is capitalised as part
of the equipment.

Wwhen parts of an item of property, plant and equipment have different useful lives, they are
accounted for as separate items {major components) of property, plant and equipment.

Gains and losses on disposal of an item of property, plant and equipment are determined by

comparing the proceeds from disposal with the carrying amount of property, plant and equipment,
ang are recognised in profit or loss,
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Nestlé Nigeria Plc
Ungudited Financial Statements

for the period ended 30 June 2017
Notes to the financial statements

if. Subsequent costs
The cost of replacing a part of an item of property, plant and equipment is recognised in the carrying
amount of the item if it is probable that the future economic benefits embadied within the part will
flow to the Company and its cost ¢an be measured relizbly. The carrying amount of the replaced part is
derecognised, The ¢osts of the day-to-day servicing of property, plant and equipment are recognised in
profit or loss as incurred.

. Depreciation
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other amount
substituted for cost, less its residua! value.

Depreciation is recognized in profit or loss on a straight-fine hasis over the estimated useful fives of
each part of an item of property, plant and equipment which refiects the expected pattern of
consumpticn of the future economic benefits embodied in the asset. Leased assets are depreciated
over the shorter of the lease term and thair useful lives unless it is reasonably certain that the
Company will obtain ownership by the end of the lease term in which case the assets are depreciated
over the useful life.

The estimated useful lives for the current and comparative periods are as follows:

s huildings 25 - 35 years
« piant and machinery 10 - 25 years
» motor vehicles 5years
» furniture and fittings 5 years
» [T equipment 3vyears

Depreciation methods, useful lives and residual values are reviewed at each financial year end and
adjusted if appropriate. Capital work-in-progress is not depreciated. The attributable cost of each asset
is transferred to the relevant asset category immediately the asset is available for use and depreciated
accordingly.

Land has unlimited useful Jife so it is not depreciated

Iterns of PPE classified as Independent Power Plant (IPP) consists of certain asset classes as specified
above and depreciation has been charged on the same basis as stated above.

d} intangible assets

L Software
Purchased software with finite useful life is measured at cost less accumulated amortisation and
accurmulated impairment losses.

. Subsequent expenditure
Subsequent expenditure is capitalised only when it increases the future economic benefits embodied
in the specific asset to which it relates. All other expenditure, including expenditure on internally
generated goodwill and brands, is recognised in profit or loss as incurred.
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Nestlé Nigeria Plc
tnoudited Financiol Statements
for the period ended 30 June 2017
Notes to the financial statements

. Amortisation
Amortisation is calculated over the cost of the asset, or other amount substituted for cost, less its
residual value.
Amortisation is recognized in profit or loss on a straight-line basis over the estimated usefu! lives of
intangible assets, other than goodwill, from the date that they are available for use, since this most
closely reflects the expected pattern of consumption of the future economic benefits embodied in the
asset. The estimated useful life for the current and comparative periods is as follows:

Computer software 5 years
Amortisation methods, useful lives and residual values are reviewed at each financial year-end and
adjusted if appropriate,

e} Leased assets

Leases in terms of which the Company assumes substantially all the risks and rewards of ownership are
classified as finance leases. Upon initial recognition the leased asset is measured at an amount equal to
the lower of its fair value and thé present value of the minimum lease payments. Subsequent to initial
recognition, the asset is accounted for in accordance with the accounting palicy applicable to that
assel.

Other leases are operating leases and the feased asseis are not recognised in the Company's
statement of financial position.

Payments made under operating leases are recognised in profit and loss on a straight-line basis over
the term of the lease.

f} [nventories
Inventory is measured at the lower of cost and net realisable vaiue. The cost of inventory includes

expenditure incurred in acquiring the inventory, production or conversion costs and other costs
incurred in bringing them to their existing location and condition. Cost incusred in bringing each

product to its present location and condition is based on:

Raw and packaging materizgls and purchase cost on a firsi- in, first - out basis including
purchased finished goads " trensportation and clearing costs

Products-in-process and - weighted average cost of direct materials and labour plus a
manufactured finished goods reasonable proportion of manufacturing overheads based on

normal levels of activity

Engineering spares - purchase cost on a weighted average cost basis, including
transportation and clearing costs

Goods-in-transit - purchase cost incurred to date

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated
costs of conversion and selling expenses,

Engineering spares are classified as inventory and are recognised in the profit and loss account as
cansumed.

Allowance is made for obsolete, slow moving or defective items where appropriate.
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Nestié Nigeria Plc
Unaudited Financigl Stotements
for the period ended 30 lune 2017
Notes o the financial statements

g) impairment
1. Financial assets {(including receivables)
A financia! asset not carried at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired. A financial asset is impaired if
objective evidence indicates that @ loss event has occurred after the initial recognition of the asset,
and that the foss event had a negative effect on the estimated future cash fiows of that asset that can
be reliably estimated.

Objective evidence that financial assets {including equity securities) are impaired can include default or
delinquency by a debtor, restructUring of an amount due to the Company on terms that the Company
would not consider otherwise, indications that a debtor or issuer will enter barnkruptcy, or the
disappearance of an active market for a security. in addition, for an investment in an equity security, a
significant or prolanged decline in its fair value below its cost is cbjective evidence of impairment,

The Company considers evidence of impairment for receivables at both 3 specific asset and collective
level, All individually significant receivables are assessed for specific impairment. All individually
significant receivables found not to be specifically impaired are then collectively assessed for any
impairment that has been incurred but not yet identified. Receivables that are not individually
significant are collectively assessed for impairment by grouping together receivahles with similar risk
characteristics.

In assessing collective impairment the Company uses historical trends of the probability of default,
timing of racoveries and the amount of loss incurred, adjusted for management’s judgment as to
whether current economic and credit conditions are such that the actual losses are likely to be greater
or less than suggested by historical trends,

An impairment {oss in respect of a financial asset measured at amortised cost is calculated as the
difference between its carrying amount and the present value of the estimated future cash flows
discounted at the asset’s original effective interest rate. Losses are recognized in profit or loss and
reflected in an allowance account against receivables. interest on the impaired asset continues to be
recognized through the unwinding of the discount. When a subsequent event causes the amount of
impairment ioss to decrease, the decrease in impairment loss is reversed through profit or loss.

. Non-financiol assets
The carrying amounts of the Company’s non-financial assets, other than inventories are reviewed at
each reparting date to determine whether there is any indication of impairment. {f any such indication
exists, then the asset’s recoverable amount is estimated. For goodwilt and intangible assets that have
indefinite useful lives or that are not yet available for use, the recoverable amount is estimated each
year at the same time.

The recoverable amount of an asset ar cash-generating unit is the greater of its value in use and its fair
valug less costs to sell. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of the time
value of maney and the risks spacific to the asset or cash generating unit (CGU). For the purpose of
impairment testing, assets that cannot be tested individuaily are grouped together inta the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the
cash inflows of other assets ar groups of assets {the “cash-generating unit, or CGU"},
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Mestlé Nigeria Plc
Unaudited Financigl Statements
for the period ended 30 June 2017
Notes to the financial statements

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its estimated
recoverable amount. Impalrment losses are recognized in profit or loss. Impairment losses recognized
in respect of CGUs are allocated first {6 reduce the carrying amount of any goodwill allocated to the
units, and then te reduce the carrying amounts of the other assets in the unit {group of units} on a pro
rata basis.

In respect of other assets {exciuding Goodwill for which impairment loss is not reversed), Impairment
losses recognized in prior periods are assessed at each reporting date for any indications that the loss
has decreased or no longer exists. An impairment loss is reversed if there has been a change in the
estimates used to determine the recoverable amount. An impairment loss is reversed only to the
extent that the asset’s carrying amount does not exceed the carrying amount that would have been
determined, net of depreciation or amaortization, if no impairment loss had been recognised.

h

-

Employee benefits

L Defined contribution plans

A defined contribution plan is a post-employment benefit plan under which an entity pays fixed
contributions into a separate entity and will have no legal or constructive obligation to pay further
amounts. Obligations for cantributions to defined contribution pension plans are recognised as an
employee benefit expense in profit or loss in the period during which services are rendered by
employees. Prepaid contributions are recognised as an asset to the extent that & cash refund or a
reduction in future payments is available.

The Company has the following defined contribution plans: defined contribution gratuity scheme and
pensign fund scheme.

1 Defined contribution gratuity scheme

The Company has a defined contribution gratuity scheme for its Nigerian employees, which is funded.
Under this scheme, a specified ameunt in accordance with the Gratuity Scheme Agreement is
contributed by the Company and charged to the profit and loss account over the service life of the
employess. These employees’ entitiements are calculated based on their actual salaries and paid to
Nestlé Nigeria Trust {CPFA) Limited {"NNTL") each manth,

NNTL previously called Nestlé Nigeria Provident Fund Limited was incorporated by the Company and is
a duly registered closed pension fund administrator whose sole activity is the administration of the
pension, gratuity and defined contribution gratuity scheme for both employees and former employees
of Nestlé Nigeria Ple.

2 Pension fund scheme
In line with the provisions of the Pension Reform Act 2014, the Company instituted a defined
contribution pension scheme for its entire Nigerian Steff. Staff contributions to the scheme are funded
through payroll deductions while the Company's contributions are charged to the profit and loss
account. The Company's contribution is 10% for afl senior staff, junior staff and temporary staff while
employees contribute 8% of their monthly emolument (basic, housing and transport}.

il. Dther long term employee benefits {long service owards)

Long service awards accrue to employees based on graduated periods of uninterrupted service. These
benefits acerue over the service life of the employees. The charge to the profit and loss account is
based on independent actuarial valuation performed using the projected unit credit method. HR
Nigerta Limited (FRC registration number 00000000738} was engaged as the independent actuary in
the current and priar years. Actuarial remeasurements are recognised in the profit and less in the year
in which they arise,
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Nestlé Nigeria Plc
Unaudited Financiaf Stotements
for the period ended 30 June 2017

Notes fo the financiatl staternents

.

V.,

Termination benefits

Termination benefits are recognised as an expense when the Company is committed demonstrably,
without realistic possibifity of withdrawal, to a formal detailed plan to either terminate employment
before the normal retirement date, or to provide termination benefits as a result of an offer made to
encourage voluptary redundancy. Termination benefits for voluntary redundancies are recognised as
an expense if the Company has made an offer of voluntary redundancy, it is probable that the offer wilt
be accepted, and the number of acceptances can be estimated reliably. If benefits are payable more
than 12 months after the reporting period, then they are discounted to their present vatue,

Short-term employee benefits

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed as
the related service is provided.

A liability is recognised for the amount expected to be paid under short-term cash bonus or profit
sharing plans if the Company has a present legal or constructive obligation to pay this amount as a
result of past service provided by the employee, and the obligation can be estimated reliably.

Share-bosed payment transactions

Nestlé 5.A., the ultimate holding company of Nastlé Nigeria Plc operates an equity incentive scheme,
Restricted Stock Unit Plan {RSUP} for its management employees whergby it awards shares to
deserving employees,

The grant date fair value of share-based payment awards granted to employees is recognised as an
emplayee expense, with a corresponding increase in equity as & capital contribution from Nestlé 5.A,,
over the peried that the employees unconditionally become entitled to the awards.

A recharge arrangement exists between Nestlé S.A. and Nestié Nigeria Plc whereby vested shares
delivered to empioyees' are recharged. The recharge transaction is recognised as an intercompany
liabitity with a corresponding adjustment in equity for the capital contribution recegnized in respect of
the share-based payment.

The amaunt recognised as an expense is adjusted to reflect the number of awards for which the
related service and non-market vesting conditions are expected to be met, such that the amount
ultimately recognised as an expense is based on the number of awards that do meet the related
service and non-market conditions at the vesting date. For share-based payment awards with non-
vesting conditions, the grant date fair value of the share-based payment is measured to reflect such
conditions and there is no true-up for differences between expected and actual outcomes.

Share-based payment arrangements in which the Company receives goods or services and has no
obligation to settle the share-based payment transaction are accounted for as equity-settled share-
based payment transactions, regardiess of the equity instrument awarded.

i} Provisions

A provision Is recognised if, as a result of a past event, the Company has a present legal or constructive
pbligation that can be estimated reliably, and it is probable that an outflow of economic benefits will
be required o settie the obligation. Provisions are determined by discounting the expected future cash
flows at a pre-tax rate that reflects current market assessments of the time value of money and the
risks specific to the liability. The unwinding of the discount is recognised as finance cost.
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i} Contingent liabifities
A contingent liability is a possible obligation that arises from past events and whose existence will be
confirmed only by the cccurrence or non-occurrence of one or more uncertain future events not
wholly within the control of the company, or a present obligation that arises from past avents hut is
not recognised because it is not probable that an outflow of resources embodying economic benefits
will be required to settle the obligation; or the amount of the obligation cannot be measured with
sufficient reliabitity.
Contingent liabilities are only disclosed and not recognised as liabilities in the statement of financial
position.
If the likelihood of an outflow of reseurces is remote, the possible obligation is neither a provision nor
a contingent liabifity and ne disclosure is made.

k) Statement of cash flows
The statement of cash flows is prepared using the indirect method. Changes in statement of financial
position items that have not resulted in cash flows such as translation differences, fair value changes,
equity-settied share-based payments and other non-cash items, have been eliminated for the purpose
of preparing the statement. Dividends paid to ordinary shareholders are included in financing
activities. Finance cost is also included in financing activities while finance incame received is included
in investing activities.

} Revenue
Revenue from the sale of goeds in the course of ordinary activities is measured at the fair vatue of the
consideration received or receivablfe, net of Value Added Tax, sales returns, trade discounts and
volume rebates.
Revenue is recognised when persuasive evidence exists that the significant risks and rewards of
ownership have been transferred to the customer, recovery of the tonsideration is probable, the
associated costs and possible returns of goods can be estimated reliably, there is no continuing
management involvement with the goods, and the amount of revenue can be measured reliably. If it is
probable that discount will be granted and the amount can be measured reliably, then the discount is
recognised as a reduction of revenue as the sales are recognised.

m} Advance payment to coritractors

Advarice payments represents payments made to contractors for ongeing construction projects as the
year end date.

) Finance income and finance costs
Net finance cost inciudes interest expense on borrowings as well as interest income on funds invested.

Net finante cost also includes cther finance income and expense, such as exchange differences on
loans and borrowings and unwinding of the discount on provisions.

Foreign currency gains and losses are reported on a net basis,

o) Income tax
Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognised
in profit or loss except to the extent that it relates to a business combination, or items recognized
directly in equity or in other comprehensive income.
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Current tax is the expected tax payable or receivable on the taxahle income or loss for the year, using
tax rates statutorily enacted at the reporting date, and any adjustment to tax payable in respect of
Previous years.

Deferred tax is recognised in respect of temporary differences between the carrying amounts of assets
and liabilities for financial reporting purposes and the amounts used for taxation purposes. Deferred
tax is measured at the tax rates that are expected to be applied to temporary differences when they
raverse, based an the laws that have been statutorily enacted by the reporting date. Deferrad tax
assets and liabilities are offset if there is a legally enforgeable right to offset current tax liabilities and
assets, and they relate to income taxes levied by the same tax authority on the same taxable entity, or
on different tax éntities, but they intend to settle current tax liabilities and assets on a net basis or
their tax assets and liabilities will be realised simultaneously.

Deferred tax is provided for using the liability method, which represents taxatich at the current rate of
corporate tax on all timing differences between the accounting values and their corresponding tax
values. A deferred tax asset is recognised only to the extent that it is prabable that future taxable
profits will be available against which the amount will be utilised. Deferred tax assets are reduced to
the extent that it is no longer probable that the related tax benefit will be realised.

p} Earnings per share
The Company presents basic and dituted earnings per share (EPS) data for its ordinary shares. Basic EPS
is calculated by dividing the profit or toss attributable to erdinary sharehelders of the Company by the
weighted average number of ordinary shares outstanding during the period, adjusted for own shares
held. Diluted EPS is determined by adjusting the profit or loss attributable to ordinary shareholders and
the weighted average number of ordinary shares outstanding, adjusted for own shares held, for the
effects of all ditutive potential ordinary shares.

q] Segment reporting

An operating segment is a companent of the Company that engages in business activities from which it
may earn revenues and incur expenses, including revenues and expenses that relate to transactions
with any of the Campany's other components. All aperating segments' operating results are reviewed
regularly by the Company's Board of Directors {BOD} to make decisions about resources te be
altocated io the segment and assess its performance, and for which discrete financial information is
available.

The Company's primary format for segment reporting is based an business segments. The business
segments are determined by management based on the Company's internai reporting structure.

Segment results, assets and liabilities, that are reported to the BOD includes items directly attributable
to 2 segment as well as those that can be allocated on a reasonable basis.

Unallocated items comprise mainly corparate assets {primarily the Company's head office), head office
expenses and income tax assets and liabilities, net finance cost and amortisation of intangible assets.

Segment capital expenditure is the total cost incurred during the period to acquire property, plant and
equipment and intangible assets.
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r} Dividends
Dividends are recognised as liability in the period they are declared.

Dividends which remained unclaimed far a period exceeding twelve {12) years from the date of
declaration and which are no longer actionable by shareholders in accordance with Section 385 of
Companies and Allied Matters Act of Nigeria are written back to retained earnings.

s) Government granis
Government grants are recognised at fair value when there is reasonable assurance that the Company
will comply with the conditions attaching te them and the grants will be received. Grants related to
income are recognized as deferred income and allocated into profit or toss on a systematic basis over
the periods in which the entity recognizes as expenses the related costs for which the grant is intended
to compensate.

The benefit of a government loan at below market rate of interest is treated as a government grant
related to income,

The fair value of the goevernment loan at below market rate of interest is estimated as the present
volue of ali future cash flows discounted using the prevailing market rate(s} of interest for a similar
instrurnent with a similar credit rating. The benefit of the government grant is measured as the
difference between the fair vatue of the loan and the proceeds received.

t} Related parties
Related parties include the holding company and other group entities. Directors, their close family
members and any employee who is able to exert a significant influence on the operating policies of the
Company are also considered to be related parties. Key management personnel are also regarded as
related parties. Key management personnel are those persons having autherity and responsibility for
planning, directing and controlling the activities of the entity, directly or indirectly, including any
director {whether executive or otherwise) of that entity.

4 Operating segments
{a) Basis of segmentation
The Company has two reportable segments, as described below, which are the Company’s strategic
business units. The strategic business units offer different products and services, and are managed
separately because they require different technology and marketing strategies. For each of the
strategic business units, the Company’s Board of Directors {(BOD} review internal management reports
on a quarterly basis. The following summary describes the operations in each of the Company’s
reportable segments:

Segment Description

Food This includes the production and sale of Maggi, Cerelac, Nutrend, Nan,
Lactogen and Golden Morn.

Beverages This includes the production and sale of Milo, Chocomile, Nido, Nescafe and

MNestlé Pure Life.
The accounting policies of the reportable segments are the same as described in Notes 3.
Infarmation regarding the results of each raportable segment is included befow. Performance is measured
based on segment profit before income tax, as included in the internal management reports that are
reviewed by the Company’s Board of Directors. Segment profit is used to measure performance as
management believes that such information is the most relevant in evaluating the results of certain
segments relative to other entities that operate within these industries.
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Nestié Nigeria Pic
Unaudited Financiol Statements
for the period ended 30 June 2017
Notes to the financial statements

5 Revenue
Revenue far the year which arose from sales of goods comprise:

In thousands of naira June 2017 lune 2016
Nigeria 121,034,962 80,442,697
Export 884,774 -
Total Revenue 121,919,736 80,442,687

6 Net finance cost

in thousands of ngira June 2017 June 201§
Interest income on bank deposits £,145,544 816,298
Finance income 5,145,544 816,958
Interest expense on financial liabilities (2,212,105) {1,757,458)
Net foreign exchange loss (5,173,318) {13,133,747)
Finance expense (7,385,423) (14,891,205)
Net finance cost (2,239,879} (14,074,207

Included in interest expense on financial liahilities measured at amortised cost is interest expense on
intercompany loan amounting to approximately N1,374 million (2016: N73C million) excluding the impact
of foreign exchange differences.

7 Profit before income tax
Profit before income tax is stated after charging or {crediting):

In thousonds of naira Note June 2017 June 2016
Depreciation 3,080,514 3,135,197
Amortisation of intangible assets - -

Personnel expenses 11,436,680 10,148,824
(Profit)/Loss on praperty, plant and equipment disposed [20,042) 36,164
Net foreign exchange joss 5,173,318 13,133,747
General licence fees 3,968,409 3,048,528
Personnel expenses June 2017 June 2016
Salaries and wages 5,723,126 5,210,476
Welfare and end of service benefit 5,713,554 4,938,348

11,436,680 10,148,824
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8 Taxation
Income tax expense

The tax charge for the year has been computed after adjusting for certain items of expenditure and
income, which are not deductible or chargeable for tax purposes, and comprises:

In thousands of naira June 2017 lurie 2016

Current tux expense

Current period income tax 4,184,636 262,676

Current period tertiary education tax 350,385 344,829
4,535,021 607,505

Deferred tax (credit)/expense
Origination and reversal of temporary differences 3,376,518 (246,865)

Total income tax expense 7,911,539 360,640
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10 Long term receivables
Long term receivables represents long-term portion of loans granted to the Company’s employees, which
are secured by the employees’ final emtitlements and retirement benefits with Nestié Nigeria Trust (CPFA)
Limited. (See Note 12)

11 Inventories

In thousands of noiro 2017 2016
Raw and packaging materials 8,541,678 7,834,712
Product in process 841,951 564,668
Finished products 8,148,316 7,646,120
Engineering spares 3,545,549 3,103,150
Goods in transit 2,014,297 1,489,100

23,392,751 20,637,750

12 Trade and other receivables

in thousands of naira Note 2017 2016
Trade receivables 9,202,354 7,328,483
Loans to key management personnel 12,174 8,417
Staff loans 2,233,223 2,089,397
Trade receivables due from related parties 1,309,176 1,753,156
Deposit with Company registrars for dividend 1,258,562 1,190,610
Loans and receivables 14,015,489 12,370,063
Advance payment to suppliers 9,571,106 8,513,575
Deposit for import - 463,314
Qther receivables 291,426 4,366,710

23,878,021 25,713,662
Non-current - reclassified to long term receivables 1,786,578 1,678,251
Currant 22,091,443 24,035,411

23,878,021 25,713,662

13 Prepayments

Prepayments represents the prepaid rents on office, residential apartments and other facilities.
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14 Cash and cash equivalents

in thousands of naira 2017 2016
Cash and bank balances 20,699,309 4,287,186
Short term investment 36,295,605 47,063,966
Cash and cash equivalents in the statement of financial position 56,994,914 51,351,152
Rank overdrafts used for cash management purposes (2,895,963} {154,582}
Cash and cash equivalents in the statement of cash flows 54,058,951 51,186,570
1% Capital, reserves and dividends
{a) Ordinary shares
{i} Authorised ordinary shares of 50k each
in number of shares 2017 2016
At 30 lune 792,656,252 792,656,252
{il) Issued and fully paid ordinary shares of 50k each
in number of shares 2017 2016
At 30 June 792,656,252 792,656,252
Nominal value (In thousands of naira} 396,328 396,328

Holders of these shares are entitled to dividends as declared from time to time and are entitled

to one vote per share at the general meetings of the Company.

{b) Share premium

in thousands of Naira 2017 2016
The premium an the 792,656,252 ordinary shares of 50 kobo each is as follows:
Share premium 32,262 32,262

{ ¢) Share based poyment reserves

The share based payment reserve comprises the cumulative weighted average fair value of
performance stock unit plan granted to deserving employees which have not vested at the end of

the year,
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16 Employee Benefits
Other long term employee benefits
Other long term employee benefits represents the present value of unfunded long service award given to
deserving members of staff of the Company.

The movement in the present value of the other leng term employee benefits during the year was as follows:

In thousands of Noira 2017 2016
Balance at 1 January 2,103,744 2,382,213
Expense/{Income) for the period 258,249 (86,411}
Payments during the period (223,000} (192,058}
Balance at Period end 2,138,993 2,108,744

17 Trade and other payables

In thousands of naira 2017 2016
Trade payables 13,816,289 10,638,818
Other payables and accruals 12,595,897 11,173,706
Trade payables due to related parties 35,614,244 38,610,891
Dividend payable 4,279,338 4,238,681

66,305,768 64,662,096
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