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Directors' Report to the Shareholders

The Directors of the Company are pleased
to submit the third quarter report along with
the condensed interim financial information
of the company for the nine months period
ended September 30, 2015.

During the first three quarters of 2015, poor
law and order condition coupled with on-
going energy crisis continued to have a
negative impact on the economy.

Despite the above challenges, we are
pleased to report the following results,
delivering top line growth and improved
profitability.

The financial performance for the nine
months period is summarized below:

Jan — Sep|Jan — Sep|Change
2015 2014

PKR Million | PKR Million
Sales 77197 | 74,302 | +3.9%
Gross Profit 26,463 | 21,674 | +22.1%
% of sales 34.3% | 29.2%
Operating Profit 13,658 | 11,476 |+19.0%
% of sales 17.7% 15.4%
Net Profit after tax 7,682 6,405 | +19.9%
% of sales 10.0% 8.6%
Earnings per share| 169.41 | 141.23 | +20.0%

Sales:

The sales revenue grew by PKR 2.9 billion,
a growth of +3.9% compared to same
period last year. Our export sales during the
period stood at PKR 4.4 billion.

Gross Profit:

Our gross margins increased by 510 bps
compared to the same period last year
mainly due to favorable input costs and a
relatively stable Pak Rupee.

Operating Profit:
The operating profit increased to PKR 13.7
billion, a growth of +19.0% compared to

same period last year. This was achieved
through improved gross margin and
effective cost management.

Net Profit after tax:

Our net profit after tax stood at PKR 7.7
billion, a growth of 19.9% compared to
same period last year.

Future Outlook:

Despite the challenges being faced, we
continue to have a positive outlook for the
business and will continue to drive
sustainable profitable growth.

For and on behalf
of the Board of Directors

s .-';: .II:/:-:?}:;;",
e SR

B_Funo Boris Olierhoek
Chief Executive

Lahore: October 16, 2015
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Condensed Interim Balance Sheet
As at September 30, 2015 (Un-audited)

Notes Sep. 30, Dec. 31,
2015 2014
(Un-audited) (Audited)
Rs'000 Rs'000
Tangible fixed assets
Property, plant and equipment 6 29,618,843 30,550,199
Capital work-in-progress 645,407 2,233,971
30,264,250 32,784,170
Goodwill 167,546 167,546
Long term loans and advances 259,487 317,600
Long term deposits and prepayments 46,494 55,599
Current assets
Stores and spares 1,279,085 1,208,547
Stock in trade 12,675,569 9,763,987
Trade debts 880,926 272,321
Current portion of long term loans and advances 104,635 76,082
Advances, deposits, prepayments and other
receivables 6,706,313 6,858,700
Cash and bank balances 697,034 226,143
22,343,562 18,405,780
Less: Current liabilities
Current portion of long term finances 2,057,489 3,082,979
Short term borrowings - secured 7,500,000 7,029,193
Short term running finance under mark-up
arrangements - secured 4,076,079 2,934,546
Customer security deposits — interest free 218,639 220,957
Trade and other payables 16,275,990 | (14,361,913
Interest and mark-up accrued 272,928 147,652
30,401,125 27,777,240
Net working capital (8,057,563) (9,371,460)
Total capital employed 22,680,214 23,953,455
Long term finances and deferred liabilities
Long term finances 4 5,667,065 6,951,459
Deferred taxation 2,134,405 3,263,372
Retirement benefits 904,578 1,110,999
8,706,048 11,325,830
Contingencies and commitments 5
Net assets 13,974,166 12,627,625

Sep. 30, Dec. 31,
2015 2014
(Un-audited) (Audited)
Rs'000 Rs'000
Financed by:
Share capital and reserves
Authorized capital
75,000,000 (December 31, 2014: 75,000,000) ordinary
shares of Rs. 10 each 750,000 750,000
Issued, subscribed and paid-up capital 453,496 453,496
Share premium 249,527 249,527
General reserve 280,000 280,000
Hedging reserve (996) (13,999)
Accumulated profit 12,992,139 11,658,601
13,974,166 12,627,625

The annexed notes 1 to 13 form an integral part of this condensed interim financial

information.
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JOHN MICHAEL DAVIS
Chief Executive

Head of Finance & Control
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Condensed Interim Profit and Loss Account

For the nine months period ended September 30, 2015

(Un-audited)

Nine months ended

Three months ended

AN
Nestle
Condensed Interim Statement of
Comprehensive Income
For the nine months period ended September 30, 2015
(Un-audited)
Nine months ended Three months ended
Sep. 30, Sep. 30, Sep. 30, Sep. 30,
2015 2014 2015 2014
Rs'000 Rs'000 Rs'000 Rs'000
Profit after taxation 7,682,480 6,404,832 1,477,196 1,765,829
Other comprehensive income:
Items that are or may be classified
subsequently to profit or loss
Cash flow hedge - effective
portion of changes in fair value 20,005 3,466 710 3,466
Related tax
(7,002) (1,213) (249) (1,213)
13,003 2,253 461 2,253

Total comprehensive income for

the period 7,695,483 6,407,085 1,477,657 1,768,082

Sep. 30, Sep. 30, Sep. 30, Sep. 30,
2015 2014 2015 2014
Rs’'000 Rs'000 Rs’'000 Rs'000
Sales - net 77,197,031 74,302,031 23,971,478 23,970,534
Cost of goods sold (50,733,958) (52,628,299) (16,164,239) (17,127,012)
Gross profit 26,463,073 21,673,732 7,807,239 6,843,522
Distribution and selling
expenses (11,038,706) | |(8,601,679)| |(3,448,805)| | (2,536,060)
Administration expenses (1,766,159) | |(1,596.332) (615,973) (539,490)
(12,804,865) (10,198,011)  (4,064,778)  (3,075,550)
Operating profit 13,658,208 11,475,721 3,742,461 3,767,972
Finance cost (1,432,421)| |(1,714,365) (427,064) (498,718)
Other operating expenses (1,785,293) (843,264)| |(1,101,965) (539,882)
(3,217,714)  (2,557,629) (1,529,029)  (1,038,600)
Other income 124,488 350,428 14,477 102,537
Profit before taxation 10,564,982 9,268,520 2,227,909 2,831,909
Taxation (2,882,502) (2,863,688) (750,713)  (1,066,080)
Profit after taxation 7,682,480 6,404,832 1,477,196 1,765,829
Earnings per share — basic
and diluted (Rupees) 169.41 141.23 32.57 38.94

The annexed notes 1 to 13 form an integral part of this condensed interim financial

information.
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The annexed notes 1 to 13 form an integral part of this condensed interim financial
information.
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Condensed Interim Cash Flow Statement

For the nine months period ended September 30, 2015

(Un-audited)

2,253
(16,252)

Total
11,859,157
(3,401,219)
(1,360,488)

6,404,832
1,645,378
13,504,535
(2,267,479)
1,406,821
(876,910)
12,627,625

profits
10,876,134
(3,401,219)
(1,360,488)
6,404,832
1,643,125
12,519,259
(2,267,479)
1,406,821
(860,658)
11,658,601

Accumulated

Revenue
Reserves

General

280,000
280,000

reserve

(Rs'000)

2,253
2,253
2,253

Hedging
reserve
(16,252)
(16,252)
(13,999)

Capital Reserves

Share
premium
249,527

249,527

Share
capital
453,496
453,496

Sep. 30, Sep. 30,
2015 2014
Rs'000 Rs'000
Cash flow from operating activities
Cash generated from operations 11,939,205 13,768,019
Decrease / (increase) in long term loans and advances 29,560 (45,004)
Decrease in long term deposits and prepayments 9,105 18,816
(Decrease) / increase in customer security deposits (2,318) 31,967
Retirement benefits paid (215,165) (111,746)
Finance cost paid (1,306,148) (1,742,805)
Taxes paid (2,158,036) (1,702,739)
Net cash generated from operating activities 8,296,203 10,216,508
Cash flow from investing activities
Fixed capital expenditure (1,084,081) (1,082,459)
Proceeds from sale of property, plant and equipment 298,482 104,633
Net cash used in investing activities (785,599) (977,826)
Cash flow from financing activities
Repayment of long term finances - net (2,426,808) (9,002,287)
Short term borrowings - net 470,807 -
Net movement in hedging reserves 13,003 2,253
Dividend paid (6,238,248) (3,402,878)
Net cash used in financing activities (8,181,246) (12,402,912)
Net decrease in cash and cash equivalents (670,642) (3,164,230)
Cash and cash equivalents at beginning of the period (2,708,403) (2,636,526)
Cash and cash equivalents at end of the period (3,379,045) (5,800,756)
Cash and cash equivalents
Cash and bank balances 697,034 207,247
Short term running finance under mark-up
arrangements — secured (4,076,079) (6,008,003)
(3,379,045) (5,800,756)

The annexed notes 1 to 13 form an integral part of this condensed interim financial information.
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For the nine months period ended September 30, 2015 (Un-audited)

Condensed Interim Statement of Changes in Equity

September 30, 2014 (Rs. 50 per share)
Total comprehensive income for the period:

December 31, 2013 (Rs. 75 per share)
Profit after tax

Interim dividend for the six months period ended

June 30, 2014 (Rs. 30 per share)
Total comprehensive income for the period:

Profit after tax
fair value-net

fair value-net

Interim dividend for the nine months period ended

Cashflow hedges - effective portion of changes in
Cashflow hedges - effective portion of changes in

Balance as at September 30, 2014

Balance as at December 31, 2013
Final dividend for the year ended

NG
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280,000

249,527

453,496

Balance as at December 31, 2014
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Revenue
Reserves

Capital Reserves

Share
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Accumulated

General

Share
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Final dividend for the year ended

December 31, 2014 (Rs. 90 per share)
Interim dividend for the six months period ended

June 30, 2015 (Rs. 50 per share)
Total comprehensive income for the period:

Profit after tax

Cashflow hedges - effective portion of changes in

fair value-net

1,346,541
13,974,166

1,333,538
12,992,139

13,003

280,000

249,527 (996)

453,496

Balance as at September 30, 2015

The annexed notes 1 to 13 form an integral part of this condensed interim financial information.
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Notes to the Condensed Interim

Financial Information

For the nine months period ended September 30, 2015
(Un-audited)

1. Legal status and nature of business

'‘Nestlé Pakistan Limited ("the Company") is a public limited company incorporated in Pakistan and its shares
are quoted on the Karachi and Lahore Stock Exchanges. The principal activity of the Company is
manufacturing, purchase, processing and sale of food products including imported products (dairy,
confectionery, culinary, coffee, beverages, infant nutrition and drinking water). Registered office of the
Company is situated at Babar Ali Foundation Building, 308-Upper Mall, Lahore.

2. Basis of preparation
2.1 Statementof compliance

This condensed interim financial information is being submitted to the shareholders as required by section 245
of the Companies Ordinance, 1984. This has been presented in accordance with the requirements of
International Accounting Standard "IAS-34 (Interim Financial Reporting)".

This condensed interim financial information of the Company for the nine months period ended September 30,
2015 has been prepared in accordance with the requirement of the International Accounting Standard 34 -
Interim Financial Reporting and provisions of and directives issued under the Companies Ordinance, 1984. In
case where requirements differ, the provisions of or directives issued under the Companies Ordinance, 1984
have been followed.

2.2 Judgements and estimates

The preparation of condensed interim financial information requires management to make judgments,
estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expenses. Actual results may differ from these estimates. In preparing this
condensed interim financial information, the significant judgments made by the management in applying
accounting policies and key sources of estimation were the same as those that were applied to the financial
statements as at and for the year ended December 31, 2014.

3. Significant accounting policies

The accounting policies and the methods of computation adopted in the preparation of this condensed interim
financial information are same as those applied in the preparation of the financial statements for the year
ended December 31, 2014.

There is no significant impact of new standards and amendments to standards, including any consequential
amendments to other standards, with a date of initial application of January 01, 2015, as mentioned in the
financial statements for the year ended December 31, 2014.
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Sep. 30, Dec. 31,
Note 2015 2014
(Un-audited) (Audited)
Rs'000 Rs'000

4. Longtermfinances

Long term finances utilized under markup arrangements:

Associated company Unsecured - foreign currency 4.1 1,763,016 3,764,813

From banking companies - secured 5,961,538 6,269,625

Less: Current maturity

Associated company - foreign currency
From banking companies - secured

(1,763,016)| | (2,760,862)
(294,473)||  (322,117)

(2,057,489) (3,082,979)
5,667,065 6,951,459

4.1 These represent US$ 65 million unsecured loans from Nestlé Treasury Centre Middle East and Africa
Limited, Dubai - an associated company. These loans were rescheduled in 2013 and under the revised terms,
these loans are payable in equal quarterly installments ending on December 2015 and May 2016, respectively.
As at September 30, 2015, outstanding balances of these loans amount to US$ 1.87 million and US$ 15 million,
respectively. These loans carry markup @ 6 months average LIBOR plus 150 basis points. The outstanding
balance as at September 30, 2015 has been converted into rupees at the exchange rate prevailing as at the
balance sheet date.

5. Contingencies and commitments

There is no material contingency as at balance sheet date.

Sep. 30, Dec. 31,
2015 2014
(Un-audited) (Audited)
Rs'000 Rs'000

5.1 Guarantees

Outstanding guarantees 288,448 164,996
Un-utilized portion of limit with banks 186,552 385,034

5.2 Commitments in respect of capital expenditure 1,475,200 254,401

5.3 Letters of credit

Outstanding letters of credit
Un-utilized portion of limit with banks

239,292
8,811,833

1,409,258
6,992,915

5.4 The amount of future payments under ljarah and the period in which these payments will

become due are as follows:

6.

7.

Nestle
Sep. 30, Dec. 31,
2015 2014
(Un-audited) (Audited)
Rs'000 Rs'000
Not later than one year 46,653,286 -
Later than one year but not later than five years 62,563,987 -

Property, plant and equipment

Opening balance - Net book value
Additions during the period / year

30,550,199 31,467,872
2,169,287 2,819,292

Book value of property, plant and equipment

disposed off during the period / year (219,197) (328,428)
Depreciation charged during the period / year (2,552,942) (3,237,230)
Impairment charge during the period / year (328,504) (171,307)

32,719,486 34,287,164

Closing balance - Net book value

29,618,843 30,550,199

Sep. 30, Sep. 30,
2015 2014
(Un-audited) (Un-audited)
Rs'000 Rs'000
Cash generated from operations
Profit before taxation 10,564,982 9,268,520
Adjustment for non-cash items:
Depreciation on property, plant and equipment 2,552,943 2,415,544
Amortization of intangible assets - 2,392
Provision for stock in trade 23,672 -
Provision for obsolete stores and spares 36,571 483,218
(Gain) / loss on disposal of property, plant and equipment (11,684) 64,898
Impairment on fixed assets 764,260 64,306
Provision for doubtful debts 599 2,040
Exchange loss on foreign currency transactions 30,104 9,067
Exchange rate loss / (gain) on foreign currency loan from
associated company 116,924 (229,584)
Retirement benefits 8,744 185,451
Finance cost 1,432,420 1,484,781
Profit before working capital changes 15751197585 13,750,633
Effect on cash flow due to working capital changes
(Increase) / decrease in current assets:
Stores and spares (107,109) (366,840)
Stock in trade (2,935,254) (817,373)
Trade debts (609,204) (226,247)
Advances, deposits, prepayments and other receivables (78,467) (792,048)
Increase in current liabilities:
Trade and other payables 149,704 2,219,894

(3,580,330) 17,386

11,939,205 13,768,019
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Transactions with related parties

Related parties comprise of Nestlé S.A (holding company), its subsidiaries and associates, and other
companies with common directors that of Nestlé Pakistan Limited, employees retirement benefit funds
and key management personnel. Significant transactions with related parties are summarized as

9. Segmentreporting:

segment, is based on the Company's management reporting structure.

long term borrowings, employees retirement benefits and other operating liabilities.

are expected to be used for more than one year.
The Company's operations comprise of the following main business segments:
- Milk and nutrition products
- Beverages
These segments comprise of following major types of products:
- Milk and nutrition products
Milk based products and cereals
- Beverages
Juices & water
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Alltransactions with related parties have been carried out on commercial terms and conditions.

T

follows:
Sep. 30, Sep. 30,
2015 2014
(Un-audited) (Un-audited)
Rs'000 Rs'000
Associated companies:
Royalty and technical assistance fee 2,153,002 2,005,041
Purchase of goods, services and rental 9,182,299 9,048,321
Repayment of foreign currency loan 2,121,856 2,059,994
Interest paid on foreign currency loan 40,734 79,782
Sale of fixed assets 47,399 -
Other related parties
Contribution paid to staff retirement benefits plan 215,165 111,746
Remuneration to key management personnel 2,662,635 2,182,520
Donations 14,534 2,500

Segment information is presented in respect of the Company's business. The primary format, business

Segment results, assets and liabilities include items directly attributable to a segment as well as those
that can be allocated on a reasonable basis. Unallocated assets and liabilities include short term and

Segment capital expenditure is the total cost incurred during the period to acquire segment assets that

NG
Nestle
9.1 Segment analysis for the nine months ended September 30, 2015 (Un-audited)
Milk & Nutrition Other
Products Beverages Operations Total
Rs'000
Sales
External sales 59,862,898 16,888,976 445157 77,197,031
Inter-segment sales - - - -
Total revenue 59,862,898 16,888,976 445157 77,197,031
Depreciation and amortization 1,837,029 643,176 72,738 2.552,943
Operating profit before
unallocated expenses 11,679,490 2,435,141 (456,423) 13,658,208
Unallocated corporate expenses:
Finance cost (1,432,421)
Other operating expenses (1,785,293)
Other income 124,488
Taxation (2,882,502)
Profit after taxation 7,682,480
Segment analysis for the nine months ended September 30, 2014 (Un-audited)
Milk &
Nutrition Other
Products Beverages Operations Total
Rs'000
Sales
External sales 58,586,022 15,126,908 589,101 74,302,031
Inter-segment sales - - - -
Total revenue 58,586,022 15,126,908 589,101 74,302,031
Depreciation and amortization 1,769,210 571,649 77,079 2,417,938
Operating profit before
unallocated expenses 9,647,426 2,100,757 (272,462) 11,475,721
Unallocated corporate expenses:
Finance cost (1,714,365)
Other operating expenses (843,264)
Other income 350,428
Taxation (2,863,688)
Profit after taxation 6,404,832
N B b ==
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10.

1.

12.

13.

Reportable segment assets and liabilities

Milk & Nutrition Other
Products Beverages Operations Total

Rs'000

As at September 30, 2015 (Un-audited)

Segment assets 32,438,375 12,154,765 490,708 45,083,848
Unallocated assets 7,997,491
Total assets 53,081,339
Segment liabilities 12,621,313 3,779,460 93,856 16,494,629
Unallocated liabilities 22,612,544
Total liabilities 39,107,173
As at December 31, 2014 (Audited)
Segment assets 30,510,109 12,574,043 937,624 44,021,776
Unallocated assets 7,708,919
Total assets 51,730,695
Segment liabilities 11,523,190 2,937,023 108,004 14,568,217
Unallocated liabilities 24,534,853
Total liabilities 39,103,070

Financial risk management

The Company's financial risk management objective and policies are consistent with that disclosed in the
financial statements for the year ended December 31, 2014.

Date of authorization forissue

This condensed interim financial information was authorized for issue on October 16, 2015 by the Board of
Directors.

Dividend

The Board of Directors in their meeting held on October 16, 2015 have proposed an interim cash dividend for
the nine months period ended September 30, 2015 of Rs. 50 per share, amounting to Rs. 2,267.48 million
(September 30, 2014 : Rs. 2,267.48 million). This condensed interim financial information does not reflect this
dividend.

General
Figures have been rounded off to the nearest thousand of rupee unless otherwise stated.

13.1 Previous year's figures have been re-arranged and reclassified, wherever necessary, for the purpose of
comparison.

13.2 Figures have been rounded off to the nearest of thousand of rupee.
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