NESTLE EUROPEAN COUNCIL FOR INFORMATION AND CONSULTATION

STEERING COMMITTEE MEETING

September 15th, 2011 – Nestlé Conference Center, Vevey

· Welcome and Introduction

Mr. Laurent Freixe welcomes all participants to the first NECIC meeting held in Nestlé offices. 

The agenda of this Steering Committee meeting will mainly focus on three key topics of common interest : Safety & Health, Performance Management – presentation to be made by Mr. Ed. Marsh, Head of Talent and Management Development - and NCE – presentation to be made by Mr. C. Tyas, Head of Supply Chain for Zone EUR and in charge of the development and implementation of NCE in the European markets.

In turn Mr. Peter Schmidt welcomes all participants and expresses everybody’s appreciation to participate to this first NECIC meeting organized at Nestlé offices. 

· A. Silva – Key Points Plenary Meeting of May 24th, 2011, ILO, Geneva 

· This was the 1st NECIC Plenary meeting for Mr. P. Schmidt, new Co-Chairman. Comments and suggestions were made on the way to work jointly in the future

· The 2010 business results were good, top and bottom lines, in all Zones and for all categories

· This good momentum was confirmed during the 1st quarter of 2011. The outlook for 2011 shows a highly volatile environment (commodity costs, austerity measures imposed by some countries, VAT increases, retailers refusing price increases)

· Safety & Health – while a lot of progress has been made Safety & Health remain amongst our top priorities. The Company can count on the NECIC full support, unions and workers want to be involved. An ad hoc NECIC meeting on Safety & Health will take place in Italy on October 10 and 11, 2011. The proposed agenda will be discussed later during the meeting

· NCE beyond Operations – after a successful implementation in factories we decided to move ahead with the implementation across the whole organization, in all functions.  We shall look at the way the NECIC and the unions can be involved, and how employees can be empowered to reach together the objectives

· Pay System and PE Implementation – we are a Company with a strong performance culture, which enables us to reach outstanding results. We now have a new tool that can be used on a global basis. Ed Marsh will make a holistic presentation of the system and we shall address the questions and doubts that have been expressed – particularly regarding the population concerned and the fear that collective agreements be bypassed through the linking of individual performance objectives to bonuses

· Confectionery Business in Europe – Confectionery is an important business for the Group and for Zone Europe. With the progression of private labels the business landscape is becoming more competitive. There were some difficult times in certain markets – in Central and Eastern Europe in particular – but appropriate plans have been implemented, investments have been made, both for global and local brands and results have been improving since 2009. Shared Value is being created in this business as well (“The Cocoa Plan” and “Maison Cailler” for instance)

· The “Nestlé and I” Survey – the results of the survey at the European level were presented. The response rate was high, the focus was on the engagement and enablement of the employees. Markets all have local action plans but some topics such as recognition, relationships between the line managers and their employees, work life balance, will be addressed by Corporate HR, together with the markets plans

· CARE audits in Europe – audits have been conducted over the last few years, in factories, warehouses, sales offices. There were no major or critical issues, only minor gaps which will be addressed to be fully compliant

· Araia, Ice Cream Factory, Spain (point raised by a Representative from Spain) – the doubts on the capacity of the factory to become a European factory since it is not showing the flexibility needed. 

· L. Freixe – 2011 Half Year Business and Outlook for 2011 

Nestlé has achieved very good results, with a second quarter better than the first one. Sales reached CHF 41.0 billion for the first half of 2011, despite the tense economic and social environment, the strong CHF (impact of 13.8%), divestitures (6.6%) and our new net net sales approach (see footnote
). Organic growth was outstanding : + 7.5 % including a real internal growth of + 4.8%. Our trading operating profit margin increased by 20 basis points (+ 40 basis points in constant currencies). 

The results by Zones and Regions were good across the board; Zone Europe, including Nespresso, achieved 5.8 %, outperforming competition. Zone AMS had reasonably good results with North America being under pressure while Latin America continues to grow; Zone AOA ‘s momentum is still very strong.   

In Europe Western countries are all stable or growing; the results for Central and Eastern Europe are mixed; Ukraine and Adriatic show double digit growth while Russia and Bulgaria continue to struggle.

Strong operating performance for all categories; in Europe PetCare is doing extremely well. Ice Cream was impacted by the very bad weather we had in July.

The above shows that the virtuous circle is working well and leads to topline results, driven also by our key initiatives like Dolce Gusto (we are considering to invest in a 3rd factory as the 2 existing ones are almost already saturated), Juicy Roasting, Green Blend, Felix and PPP.

We have been winning market shares, growing twice as fast as our categories.

Customer service is part of our success story. Working Capital on the other hand needs to be improved. Flexibility in our operations is key to avoid building excessive and costly stocks.

P. Schmidt thanks Mr. Freixe for his presentation. Trade Unions are happy to see these outstanding results, reached in a difficult environment, and this shows that the Management has done a good job for which it should be congratulated. But these achievements would not have been possible without the contribution of all employees. The Company obviously has to make money, however everyone should be on board. There are many challenges we have to face. We have no influence on the rate of exchange and can only wait to see what happens. Volumes are important as they mean jobs in the factories. Adequate pricing is critical. In Germany people spend less money on food than in France or Poland for instance. Volume growth comes from Innovation. Regarding market share some markets are in red (Italy, Spain, Russia) and we would be happy to know the reasons why and whether the management has not done its job as well as in the other countries. We would also like to know what kind of new products the Company intends to launch, as this is key for the future of our jobs. Finally we are happy to notice that our competitors have not been doing as well.

L. Freixe thanks Mr. Schmidt for these interesting comments. Our focus was not only on organic growth but as well on real internal growth. Part of the results are driven by volumes and this is why the Company has been investing and will continue to invest heavily (over 1 billion CHF in 2012). This should also be seen as a sign of confidence and trust. Innovation is critical : Dolce Gusto, the contemporary cooking - where we are with Juicy Roasting -, ice cream with the peelable ice cream which has been launched successfully in some markets and the layer cones which look promising.

The good performance of the markets is due to the fact that we are all aligned at all levels, we work together in the same direction, the whole Company is fully engaged behind the strategy, execution is flawless. This is what goal alignment means and everyone can be congratulated. 

In Spain we are doing a great job and are gaining in the majority of our businesses; we have strong growth despite an environment where consumers have little to spend. In Italy we are also doing well, this has not yet been translated into market share progression but the future will confirm the good momentum in this market. Italy has a great food culture, people are entrepreneurial and innovative and we shall do what is necessary to strengthen our results.  The Zone Europe Management Conference has recently been organized in Italy as our Italian teams have some interesting examples to share. Italy is now off the list of concerns and we are confident that if we can manage the route to market and the execution of our key projects we shall reach a high level of business performance. In Eastern Europe Russia is a complex market; the bureaucracy and the logistics are huge challenges for our commercial and sales teams and we need to count on their full commitment. Central and Eastern Europe represent 50% of the Zone Europe population but only 20% of our business. Half of our growth will come from these fast growing markets while the other half will be generated by innovation and renovation.  We are improving the efficiency of our factories in Central and Eastern Europe, there are some geographic challenges, and we are therefore investing more in these countries than in Western Europe. 

Wolfgang Haaf (Germany) would like Mr. Freixe to clarify what flexibility means as it is not clear who should be more flexible and in which areas. Ice Cream has had bad results, but this is due to the system. How can we continuously improve ? With GLOBE we lost a lot and things are not clear in the German market.    

Ilona Drótár (Hungary) first congratulates the Management who has done a lot for the Company, including the factories.  However, how can we explain why things are not going well in Hungary ? Regarding Dolce Gusto does the Company intend to extend production in Eastern Europe ?

L. Freixe. We cannot request consumers to be more flexible. The Company has to adapt to the market and we therefore need flexibility in our operations, i.e. be able to respond to the demand when the weather is good and when consumers want to eat ice cream, be able to provide fresher products to delight the consumers, avoiding building stocks, carrying over products which are no longer very good for the consumers or even destroying unsold products at the end of the season. The only way we can achieve this is by adapting ourselves to a volatile environment and by ensuring a certain level of flexibility across the value chain otherwise we need to manufacture our products in advance and will risk to destroy them. As a matter of principle flexibility is important, but this is even more relevant for ice cream. Competitors, distributors and retailers are organized at the European level. There are some tensions in Araia and this is a concern as we cannot integrate the Araia factory into the European context because of its lack of flexibility. I have personally supported the Spanish teams and made all possible efforts, trusting them, there was a vote of confidence, we moved all the volumes to Araia as we thought it should be one of our leading factories. I was not expecting any difficulties as in fact we are asking no more than what has been asked and accepted by the other factories. Should we now consider Araia as a factory just for the Spanish market ? Its integration into the European framework will depend on its willingness to accept the same rules and constraints as the other factories and to show solidarity. Beauvais for instance has accepted to provide the requested flexibility. If we cannot gain the adherence of the Araia employees we shall not close the factory but we will need to have a different vision.

Regarding systems and GLOBE. GLOBE has represented massive investments in all markets – including for instance for Schöller - and we shall see the return. I am conscious that this is an additional effort, which can be heavy for Schöller in Germany, but people will get the right support from our teams in Frankfurt who are mobilized. We shall put the necessary resources to make sure you are well equipped for the future.  
With respect to Hungary, the political and economic situation there is difficult and the population has been very courageous. The country is heavily indebted, which means a big burden on people and on businesses. There are three ways to solve the debt deficit : 1) economic growth, that should be supported by the government; 2) adjustment of budget spending and 3) tax increase, with their impact on citizens – who are consumers – and on business. But we are doing better than the figures show, the business was positive in August, there is a strong willingness to work on a NiM basis, a lot of efforts are being made and I therefore feel confident that results will improve.

Concerning the Dolce Gusto factories, Tutbury is at its maximum capacity, Gerona is close to it. To respond to the demand we need to start thinking of a 3rd production site in Europe. Ideally we should take advantage of existing facilities which can provide synergies and already have activities related to coffee and milk. No decision has been taken yet as this is a very strategic step.

P. Schmidt. Employees do understand the need to be flexible and to produce more or less depending on the demand. However flexibility should not be demanded at the expense of the workers. We shall see later on with NCE to which extent employees are able to be flexible. There is the risk of demanding too much and that the Company does not want to give anything in return. We have the example of Germany where people work 7 days a week and around the clock, there should be a kind of compensation. Flexibility has a price; we we are not just talking about money, people could be granted additional days off as a compensation. 

Maria-Dolores Cortès (Spain). No reference was made in the presentation to the ice cream business in Spain. Also, regarding Araia, the problem is not the flexibility, but the fact that the Company has changed its position regarding the collective agreement and imposed that  change. We can be flexible and organize ourselves but the basic problem is the collective agreement. The fact that some investments and the GLOBE implementation were suspended has been perceived as a way to exert pressure. We feel that the position of the Company has been rather radical and not appropriate and that dialogue is necessary.  

L. Freixe. The presentation refers to our sales to retailers. In Spain the majority of the business is through out of home and this why no reference is made in the slides to Spain.

Luis Miguel Garcia (Spain). Discussions have taken place, we have had a constant dialogue over the last 9 months. We have tried to involve all social partners but the representatives did not want to meet with the CC.OO and the UGT as they are not represented at the factory level. The negotiations were conducted within the framework that was possible. Our demand is not unreasonable : we are asking for the same level of flexibility as in La Penilla.

A.Silva. This is clearly a local issue which should be discussed and solved in Spain. We have done what could be done at our level and we now would like to suggest that this issue of flexibility be discussed with all parties involved and a solution found so that Araia can become a European factory.

P. Schmidt. Thank you for all these comments. Details are not important but clearly we have here different positions. Both the local management and the unions will state that they have done everything possible. Probably the suspension of the investments made the Spanish employees feel that they were put under pressure. This is not Nestlé’s usual bargaining style to state that investments will be made provided the employees accept certain conditions. We now need the commitment of all people concerned to discuss this issue at the local level since the NECIC is not the appropriate forum.

L. Freixe. There might have been a wrong interpretation. Why would we invest in a factory if we then consider that Araia cannot be a European factory. As already said we are asking not more but even less than what was requested from other European factories. It is not our style to put pressure. Pressure would have been to move production to Beauvais or Uelzen. Unfortunately we have extra capacity. The decision will be based on the future outlook and capacity that the factory will provide. I will not invest money if Araia is to remain a Spanish factory.

P. Schmidt. I suggest our Spanish colleagues look into this issue so we no longer need to have it on the agenda of our future meetings.

· A. Silva – Ad Hoc Meeting on Safety & Health – October 10th and 11, 2011 

Our agenda for this ad hoc meeting is similar to the one in Singen for NCE. It has been discussed with Mr. P. Schmidt and Ms. J. Baroncini. In our view Italy is a good example as they have made good progress with respect to Safety & Health. Portogruaro could also have been an option but it is a smaller factory and we thought it would be more beneficial to see what has been done on a wider scale. We then proposed to go to San Sisto and to invite our colleagues of Portogruaro to join us.  

Fausto Palumbo (Italy) wants to comment on the agreement between the Company (the Food Business) and the unions in Italy. This agreement is good news for the Italian market and for the labour relationships in Italy and perhaps beyond. It covers variable remuneration, safety and health, BBS, work life balance, equal opportunities, issues that we had flagged and wanted to discuss with the trade unions. This agreement was well received by all stakeholders.  It was reported in the media and is considered to be a best practice on how to work with social partners. These negotiations generated partnership.

A.Silva. This is indeed a good practice to be implemented in other markets. 

Andrea Telò (Italy) thanks Mr. Palumbo for mentioning this agreement. Nestlé Waters could also benefit of such kind of partnership and he therefore would like to request that this agreement be extended to the other businesses on the Italian market, perhaps with small adjustments. Regarding work life balance to work from a remote location is still a challenge since managers are very much used to the presence on site of their teams. The handbook has still to be translated, but we are moving in the right direction.

A.Silva. Reverting to the agenda of the ad hoc meeting we received the special request from the authorities to have on the first day a pre-meeting on safety in a factory which is important for the region of Perugia. On the second day Messrs. P. Schmidt and A. Silva will explain the main reason of the visit before the presentations of 

· Mr. M.  Nixon, Technical Management Zone Europe, on the Zone context and future action plans with respect to Safety & Health

· Mr. S. Billington, Technical Manager Italy, on the market and the confectionery and petcare businesses

· Messrs. A. Miliani and D. Biondi, Factory Managers of San Sisto and Portogruaro

· Unions representatives on their safety journey and its challenges

· The factory Doctor on occupational health in the factory

These presentations will be followed by a factory visit and a questions & answers session.

We always tend to focus on the factories but the number of accidents in sales, warehouses and headquarters has increased and we therefore need to implement the best practices of the factories in the other areas of the organization. Our CEO, Mr. P. Bulcke, has recently sent a message to all markets underlining again the importance of safety. 

Brian Golding (U.K.). What has been done in Italy is extremely positive. Everybody is committed. BBS should not be about discipline, it is a way to support and encourage people, but it is sometimes not used properly. There was a recent case in the U.K. where a worker was dismissed.

Paul Steadman (U.K.). The U.K. market is fully committed to address Safety and Health and we want to engage employees as well. As an employer, when we feel that we have undertaken all the necessary steps, including training, we need to act, otherwise we would be blamed for not behaving in a responsible way in all situations.

· E. Marsh – Performance Evaluation - PE

Ed Marsh first introduces himself. He is part of the Corporate HR team, reporting to Mr. J.-M. Duvoisin. He is in charge of Employer Branding, Talent, Performance, Diversity and Leadership Development. 

The presentation will explain the methodology of PE in a factual and holistic way, being understood that the responsibility and the implementation rest with the local teams.

To have a performance evaluation system is not unusual, on the contrary it is very common in medium and large companies, including our competitors. We are therefore aligned, but performance evaluation is done the Nestlé way.

PE is not primarily a compensation process, it focuses on performance and development.

With respect to alignment and individual performance there is a general belief that people perform better if they understand what they are there for, have a sense of purpose and fulfillment in what they are doing. We take an optimistic view about our people; they do not come to work to perform poorly, and it is therefore in the interest of the employees to have in place means to measure performance. We have also responded to the feedback of past employees survey.

There are clear benefits : the employees understand their priorities, there is a greater transparency and a clearer alignment between performance and reward ; the managers provide direction and clarify priorities, provide coaching and feedback, align performance and reward and manage poor performance effectively.

The scope of the PE is the white collar population, on a NiM basis, with no variation between businesses. The implementation takes place in the context of consultation, legislation and in the framework of existing collective agreements. 

Regarding the process and the methodology : PE is a performance contract, people know what needs to be done. There is an interim review which is an opportunity to evaluate performance against set objectives and take the necessary corrective steps.

At the performance calibration meeting – where all members meet in an open forum with their peers - managers have to justify the ratings proposed, based on facts so that subjectivity can be avoided.

At the year end review the performance of the year is evaluated against the objectives, each objective is rated and feedback on the What and the How is given. The “What” is a combination of collective and individual objectives including further important achievements which were not originally foreseen. The “How” covers the way people have achieved results, whether on their own or cooperating with their colleagues.

With respect to the link between performance and reward there is some degree of differentiation, to reward people who go the extra mile and have a superior performance. Performance however is not the only factor, there are other criteria agreed locally.

We look forward to everybody’s support to help us recognize high performance, manage low performance with integrity, increase transparency and feedback. The young generation counts on this kind of process.

A.Silva. With this presentation you have now the full picture on our performance evaluation process. The implementation of PE is a great achievement; in Europe more than 25’000 employees are part of this scheme. Markets like France and Germany had some legal constraints. The greatest benefit is that we now have a global system which enables us to look at talents globally. In the past markets had developed their own system. What is new with PE is that markets are now all aligned.

P. Schmidt thanks Messrs. Marsh and Silva. In the intensive discussion held yesterday in the preparatory meeting the general idea was that PE had been designed for the management but it then appeared that it had been implemented as well for blue collars. We are concerned that this will lead to a greater level of insecurity as variable pay makes workers feel insecure. Also, I am sure that you have given due consideration to the possible subjectivity that may take place with the impact on the remuneration being linked to the performance evaluation. Our position remains unchanged, PE is in direct competition with the collective agreements, it reduces the scope left to collective bargaining and we are more and more against this way to distribute wealth according to the performance. The collective agreements have the advantage that those employees who cannot have an open dialogue with their managers still receive the appropriate remuneration. We are not against performance evaluation for managers who receive bonuses, but PE can only be rolled out to a certain extent. Additionally on certain sites we do not have the professionals who can implement the system properly. We are open to discuss the system but reject it the way it has been presented to us.

A.Silva. I personally think that your statement is quite strong. There is nothing new, except that this system is now global. There has been a wide communication plan to present the new system, insisting that it is in line with the legislation and not against the collective agreements. We need to monitor the performance of the employees, the What and the How, and to strengthen the link between the managers and their employees. The system is applicable to the white collars, and we do believe it is a good system, which makes a difference with our competitors. It is not against collective agreements, here our position has not changed. Furthermore the tool is not a remuneration tool. In Italy the decision was taken to include all white collars, and the feedback was more positive than negative.

P. Schmidt. I do not mean it destroys collective agreements, but it will undermine them. The Company should issue a statement that performance-linked wage increases do not replace collectively negotiated increases, but come on top of them. It is legitimate that the Company expects the employees to perform, but workers may fear for their jobs if they think they are not aligned with the Nestlé goals. This is why it is difficult for us to accept the system the way it has been presented to us.

Ilona Drótár (Hungary) would like to understand the system, which is meant for the management and the while collars. In Hungary the blue collars have also been included, and 50% of them did not receive any salary increase.  We request you to make it clear before the negotiations that PE is not for blue collars. These people earn very little money. The system should be applied the correct way. 

Andrea Telò (Italy) thanks Mr. Marsh for having clarified a certain number of points. To say that the feedback in Italy was positive means that our comments have not been heard. We raised this issue in September 2010, then in October 2010 when we already said that the system was not properly implemented. On 24th May, 2011 we reported the negative reactions. PE continued to be implemented despite our messages of dissatisfaction and stress and our request to suspend it. The Management of the Company seems not willing to discuss. Nothing has been said about the parallel system, PIP (Personal Improvement Plan) to correct poor performance. There is the message from Mr. Duvoisin on the consequences for employees who cannot adapt and who may be given a different job or are removed from the organization. This may happen if a line manager does not like an employee, and this is a cause for concern. For certain employees seniority is not recognized. You said things went far too fast, that managers were not trained enough. PE for everybody leads to inequalities, competition and increased stress. At the beginning PE had nothing to do with compensation. Calibration is difficult and can be subjective. It should be horizontal, not vertical.  In conclusion PE should apply to managers while the compensation for the employees has to be covered by the collective agreements. 

Jocelyne Banfi (France) would like to comment on the SMART objectives. Some objectives – which are imposed and not negotiable – are not SMART and not motivating since employees are convinced they will not achieve them. This should be brought to a neutral body.

A.Silva. This system is not just for Europe, it is applied worldwide. In Hungary only 420 people were included, not the entire population. I shall check with the HR Manager whether only white collars were included. The salary revision in Hungary was difficult do to the environment and as our main objective was to protect employment not all employees got a salary increase. Italy chose a large scope for the implementation, with the full commitment of the management. Calibration is always difficult. As a Company focusing on performance we have the right and the need to evaluate performance but our main objective is to develop our employees. In the calibration process line managers must base their evaluation on facts. You are telling us that you are not happy with the extension of the implementation. I therefore propose to create a special forum to discuss this, have a look at the situation in each specific market and see the way forward. The tool is not at stake, but let us reconsider the scope then decide on the global implementation. I propose to discuss this with Mr. P. Schmidt and some representatives.

P. Schmidt. This is an excellent idea as this is a real problem.

J.-M. Duvoisin. We did not get to a mutual understanding. PE is not undermining collective agreements. The PE comes out of the employees surveys. This is an opportunity to work, more and better, on performance. The objective of PE is to have clear objectives, good discussions and objectivity. People know what and where to improve. Discussion and transparency are key. In no way has the budget for the salary revision been based on the PE .

P. Schmidt. We always insist on having our voice and co-determination but this has been ignored. We need more communication, more involvement.

A.Silva. We shall organize the meeting and start the discussions.

· C. Tyas – Zone EUR Head of Supply Chain and NCE Champion.

Has been with Nestlé for 29 years, in Manufacturing, Human Resources and Supply Chain, in the U.K. and in France.

The successful implementation of NCE in the factories and warehouses led to the extension of NCE beyond Operations. This extension started in Germany, in Frankfurt, in the Supply Chain Division, with a similar program where people agreed on priorities for their teams, on a master plan for their area and on their key drivers and measures. The experience in Supply Chain was then extended to the other functions. 

P. Schmidt. The lower we go down the hierarchy the more the workers are stressed. The language may be a problem, and it then takes a little longer to achieve goals. Three points are critical : 1) there are still countries where the shift handover time is not considered as working time and therefore not remunerated. This should of course be considered as paid working time; 2) the time to implement NCE represents extra working time and it is clear for the workers that this will not be an excuse for performing extra hours; 3) in Germany we have the first collective agreement on TPM and a 14th salary is paid. There must be some kind of return for the workers, not necessarily money, but additional time off for instance. This should be standardized and mentioned in the collective agreements that additional skills means additional reward.

A.Silva. NCE enables us to improve our way of working. Today we have embarked on a second journey in all functions. We need to receive feedback about the implementation. What you mention is important. I propose to update Mr. Schmidt and Ms. Baroncini on a quarterly basis on the evolution of the NCE implementation so we keep track of the feedback received for each market and make sure we are in the right direction. C. Tyas would be part of these meetings.

P. Schmidt accepts gladly the invitation.

 Maria-Dolores Cortès (Spain). The issue of PE is a very broad one. For NCE workers have been divided. Some objectives cannot be reached. We need to sit down and look at what is happening.
A.Silva. We shall find common solutions that will not jeopardize the decisions that need to be taken.

P. Schmidt. We have agreed on a timeframe. We have reached some conclusions. I would like to extend my thanks to the speakers, for the comments, the opportunity to discuss and answer our questions. We are moving in the right direction. Thank you to all, including the interpreters. Our next meeting will be in Italy. 

L. Freixe. Thank you to all, including the interpreters who did well in challenging conditions. We are really discussing issues that are critical. It is important that we take the time through ad hoc meetings to discuss and reach solutions that will make us more efficient. NCE is not a project of a few years. We need to take the time to put in place the building blocks which will help us to contribute better in the future. We are very much aligned. We are all winning and we can be proud. The environment will not be much easier in the future, competition is fierce, hence the importance of NCE. We need to be clear on what we want to achieve, have our people motivated, deliver quality at the lowest possible costs. What we have discussed today is very important for the future. Thank you again to all for the great contribution. 

� In line with the generally accepted interpretation of the International Financial Reporting Standards, Nestlé has, since January 1, 2011, changed its sales recognition policy. This change reduces Nestlé reported sales by about 15%, as expenses such as discounts as well as certain allowances and promotions for retailers are now deducted from proceeds of sales, leading to a corresponding increase in profit margins. This change however has no impact on absolute net profit, earnings per share, cash flows or items on the Group’s balance sheet.
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