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2009 sales

The Group achieved organic growth
of 4.1%, with RIG reaching 1.9%.
However, the weakness of our basket
of currencies against the Swiss

franc impacted sales by —5.5%,
whilst divestitures were —0.8%

and acquisitions 0.1%. Overall, the
reported Swiss franc sales were
down -2.1% at CHF 107.6 billion.

The Food and Beverages business
had organic growth of 3.9%, with
RIG of 1.6%. Currencies impacted
the sales by —5.7%, divestitures,
net of acquisitions, by —0.7%.
Overall, the sales were down -2.5%
at CHF 99.8 billion.

The difference between the
Group and Food and Beverages sales
numbers is accounted for by our
Pharmaceutical activities, being
Alcon and our two joint ventures
with L'Oréal, Galderma and
Laboratoires innéov. This segment
achieved 6.7% organic growth.

Profitability

The cost of goods sold fell by

110 basis points, despite about 2.0%
of raw and packaging material cost
pressure. This reflects a very strong
delivery against the cost saving targets
for Nestlé Continuous Excellence
(NCE), achieved by all the operating
segments (the three Zones, Nestlé
Waters, Nestlé Nutrition and Other
Food and Beverages). NCE also
benefited the other lines of the income
statement, particularly distribution
costs, which fell 40 basis points.

This decline in distribution costs

also reflects a mix-effect, with

some more distribution-intensive
businesses growing slower than

the Group average.

Marketing and Administrative
expenses rose by 110 basis points to
33.7% of sales. Our media spend
increased, despite lower media rates
in many countries. The administrative
costs were impacted by increased
pension costs. Our R&D costs
increased by 10 basis points to 1.9%
of sales due to increased spend in
Food and Beverages.

20

Sales (Group)
In billions of CHF

110
100
911 985 107.6 109.9 107.6
2005 2006 2007 2008 2009
Food and Beverages sales
and organic growth by continent (OG)
OG (%)
7.5 .
5.0
2.5
o
0 10 20 30 40 CHF bio
In billions of CHF Sales oG
® Europe @ 367 1.2%
Americas (@ 44.2  4.8%
® Asia, Oceania and Africa (@ 19.9  74%

(a) Each region includes sales of the Zones, Nestlé
Waters, Nestlé Nutrition, Nestlé Professional,
Nespresso and Food and Beverages joint ventures.

The Group's EBIT was
CHF 15.7 billion, slightly up from 2008.
The EBIT margin increased by 30 basis
points to 14.6%, and by 40 basis points
in constant currencies. The Food and
Beverages business achieved the same
improvement in its EBIT margin,
to 13.1%, and was also up 40 basis
points in constant currencies.

This performance combines a
meaningful improvement in the EBIT
margin with a significant step-up in
both our shorter-term brand-
supporting marketing spend and our
longer-term brand-building R&D
investment. As such, it demonstrates
Nestlé’'s commitment to deliver in the
shorter term whilst continuing to invest
for the longer term, even in particularly
tough economic environments.
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EBIT (Group)
In billions of CHF
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11.9 13.3 15.0 15.7 15.7
2005 2006 2007 2008 2009

EBIT margin (Group)

In %
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13.0 13.5 14.0 14.3 14.6
2005 2006 2007 2008 2009
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Operating segments

The organic growth of Nestlé’s Food
and Beverages business accelerated

in the fourth quarter to reach 3.9% for
the year. Real internal growth increased
to 1.6%. This improvement was evident
in each region, with organic growth for
the total Food and Beverages business
in the Americas of 4.8%, of 1.2% in
Europe and of 7.4% in Asia, Oceania
and Africa.

Zone Americas had sales of
CHF 32.2 billion. Organic growth was
6.5% and RIG was 2.8%, above the
level achieved in 2008. The EBIT
margin increased by 20 basis points
to 16.8%, reflecting the benefits of
the strong growth and mix. In North
America, petcare, ambient dairy,
soluble coffee and chocolate
performed particularly well. Overall,
North America achieved higher RIG
than in 2008. In Latin America, Brazil
achieved double-digit organic growth
and there were good contributions
also from Mexico and the other
regions. By category, there were strong
performances from most categories
in Latin America, with chocolate,
soluble coffee, ambient culinary,
petcare, biscuits and powdered
and ready-to-drink beverages all
achieving double digit organic growth.

Zone Europe had sales of
CHF 22.5 billion. Organic growth was
0.3% and RIG was —0.9%. The EBIT
margin was unchanged at 12.4%.

This was a resilient EBIT margin
performance during a year in which
marketing spend increased noticeably.
Great Britain, France and Switzerland
achieved good growth. Amongst the
categories there was strong growth

in petcare, soluble coffee, powdered
beverages and sugar confectionery.
Eastern Europe achieved mid-single
digit organic growth despite the tough
economic environment in many
countries. Soluble coffee, ambient
culinary and powdered beverages all
contributed well.

Zone Asia, Oceania and Africa had
sales of CHF 15.9 billion. Organic
growth was 6.7% and RIG was 4.6%.
The EBIT margin increased by 20 basis

Operating segments: Food and Beverages
sales and organic growth (0OG)

0G (%)
7.5
o o0
5.0
2.5
0 [
-2.5 .
0 10 20 30 CHF bio
In billions of CHF Sales 0G
® Zone Europe 225 0.3%
Zone Americas 322 6.5%

® Zone Asia, Oceania and Africa 15.9  6.7%
@® Nestlé Waters 9.0 -1.4%

Nestlé Nutrition 100 2.8%
® Other Food and Beverages @ 102 6.8%

Operating segments: Food and Beverages

EBIT margin
In %
Zone Europe 12.4
|
Zone Americas 16.8
Zone Asia, Oceania and Africa 16.7
|
Nestlé Waters 7.0
|
Nestlé Nutrition 17.4
Other Food and Beverages (@) 16.7
|
(a) Mainly Nestlé Professional, Nespresso and
Food and Beverages joint ventures managed on
a worldwide basis.
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points to 16.7%. The Zone's EBIT
margin benefited from the strong
growth, particularly in emerging
markets, and was achieved whilst
increasing our investment in brand
support and in distribution in emerging
markets. Africa, Greater China, South
Asia, the Philippines and Indonesia,
in particular, performed well. Australia
was the best of the developed
markets. Amongst the categories,
soluble coffee, ambient culinary,
chocolate, petcare, ready-to-drink and
powdered beverages had particularly
strong growth.

Nestlé Waters had sales of
CHF 9.0 billion. Organic growth was
-1.4% and RIG was -1.5%. The EBIT
margin increased by 100 basis points to
7.0% due to input cost benefits and
supply chain optimisation. The division
achieved its priorities of increasing
margin whilst defending or building
shares. The sales performance was
similar in Europe and North America,
with both regions improving slightly
in the final quarter of a year that has
seen consumers trade the inarguable
health benefits of the category for
savings in their household budgets.
The emerging market business had a
strong year, once again delivering
double-digit growth. Nestle Pure Life,
the biggest water brand in the world,
present in both emerging markets
and North America, achieved 14.0%
organic growth.

Nestlé Nutrition had sales of
CHF 10.0 billion. Organic growth was
2.8% and RIG was 0%. The EBIT
margin increased by 10 basis points
to 17.4%. Infant Nutrition had a good
year generally, achieving double digit
growth in many emerging markets.
However, its growth was affected by
weaker than expected performance
in Germany and France. There were
very strong contributions to the
margin improvement from Healthcare
Nutrition, due to the delivery of
acquisition synergies, and from
Performance Nutrition where
successful innovation had a positive
impact. The improving growth trend
evident earlier in the year across all four

divisions, continued in the final quarter,
including for Jenny Craig, the weight
management division, which was
impacted through the year by lower
consumer spend in the USA.

The Other Food & Beverages
segment had sales of CHF 10.2 billion.
Organic growth was 6.8% and RIG
was 3.6%. The EBIT margin increased
by 80 basis points to 15.7%, partly due
to Nespresso which had another year
of dynamic growth. Cereal Partners
Worldwide enjoyed mid-single digit
growth. Nestlé Professional, our
recently formed globally managed
business, has been focused on
establishing its strategic priorities
around branded beverages and
customised food solutions. It achieved
improving growth momentum through
the course of 2009 and improved its
EBIT margin.

Pharmaceutical products had sales
of CHF 7.8 billion. Organic growth
was 6.7% and RIG was 5.9%. The EBIT
margin fell by 60 basis points to 33.5%.
Alcon and the joint ventures as a whole
achieved good growth.

Products

Powdered and liquid beverages had
sales of CHF 19.3 billion. Organic
growth was 9.5% and RIG was 5.6%.
The EBIT margin fell by 40 basis points
t0 21.7%, due to increased levels of
brand investment in soluble coffee
and powdered beverages, raw material
cost pressure and the investment

in the continuing successful roll-out of
Nescafé Dolce Gusto, now in

24 countries. Soluble coffee achieved
good growth in all three zones. It
benefited from the continued roll-out
of renovated Nescafé brands such as
Alta Rica, innovations such as Nescafé
Green Blend and initiatives such as
PPP in Asia and Latin America, and
targeting Hispanic consumers in the
USA with Nescafé Cldsico. Powdered
beverage brands such as Mjlo and
Nesquik also grew well around the
world. Milo enhanced its favoured
position with consumers in Zone AOA
whilst Nesquik enjoyed a resurgence
in Europe following a renovated recipe
with an improved nutritional profile
and accompanying communication.
Nestea powder had a strong year,

with launches such as Nestea Litro in
the Philippines. The ready-to-drink
business, incorporating those same
brands, also performed well with good
growth in the USA, Mexico, Brazil

and China amongst others.

Milk products and Ice cream had
sales of CHF 19.6 billion. Organic
growth was 2.0% and RIG was 1.3%.
The EBIT margin increased by 50 basis
points to 12.0%. There were savings
from the lower dairy costs in the milk
business. These were reinvested in
brand support and promotional activity.
The Ice cream business achieved a
good improvement in its EBIT margin,
with most markets contributing. The
challenge for the milk business in 2009
has been to re-engage with emerging
market consumers about value
following the extreme high raw-
material price in 2007 and 2008. The
increasing growth momentum through
the year suggests that this has been
achieved, both through communication
and through the continued roll-out of



Products: sales and organic growth (OG)
0OG (%)

10.0
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0
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0 6 12 18 CHF bio

In billions of CHF Sales oG

® Powdered and liquid 19.3 9.5%
beverages

® Water 9.0 -1.4%

® Milk products and Ice cream 19.6  2.0%

® Nutrition 10.0 2.8%
Prepared dishes and 172 0.8%
cooking aids

® Confectionery 11.8 4.3%

® PetCare 129  7.9%

® Pharmaceutical products (@) 78 6.7%

(a) Including Alcon discontinued operations.
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products such as the Nido PPP range,
which achieved double digit growth,
and Nest/é Idéal. Growth was also
helped by a broad range of innovations,
including nutritional milks for more
elderly consumers in China. In North
America, Coffee-Mate continued to
contribute strongly. Its international
presence is growing well. Ice cream’s
growth in Europe was impacted by
rationalisation of some non-core
markets. The North American business
extended its leadership position,
with accelerated growth compared
to 2008. Among successes, were
products that offered consumers good
taste combined with nutritional
advantages, such as 7The Skinny Cow,
Nestlé Extréme All Natural and
Héagen-Dazs Five.

Prepared dishes and cooking aids
had sales of CHF 17.2 billion. Both the

organic growth and the RIG were 0.8%.

The EBIT margin increased by 20 basis
points to 12.9% despite all the
segments increasing their marketing
investment. There were particularly
good performances from ambient and
chilled culinary. The frozen and chilled
business serves both the retail and out-
of-home markets. Its retail business
enjoyed some benefit from consumers
eating at home, particularly in the USA,
but conversely, the out-of-home
business suffered from the same trend.
Consumers in the USA favoured the
value proposition exemplified by
Stouffer’s family meals and Hot Pockets,
both of which performed well, over
single-serve dishes, such as Lean
Cuisine. In Europe, Pizza was the most
dynamic category. The Nest/é Tol/
House dough business performed well
in the USA, and the category enjoyed
good growth in Europe. The culinary
business, predominantly Maggi,
enjoyed double digit growth in the
Americas and Zone AOA due partly
to its PPP range, as well as to
nutritional innovation in areas such as
noodles. In a highly competitive
European environment, volumes
improved during the year.
Confectionery had sales of
CHF 11.8 billion. Organic growth was

Products: EBIT margin

In %
Powdered and liquid beverages 21.7
|
Water 7.0
|
Milk products and Ice cream 12.0
|
Nutrition 17.4
|
Prepared dishes and cooking aids 12.9
Confectionery 13.6
|
PetCare 16.3
|
Pharmaceutical products (@ 335
|
(a) Including Alcon discontinued operations.
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4.3% and RIG was -1.0%. The EBIT
margin increased by 50 basis points
to 13.6%. This increase was due to
improved profitability in the USA and
a high delivery of cost efficiencies
around the world, and was achieved
whilst also increasing our brand
support. The chocolate business
grew dynamically in the Americas
and Zone AOA. Great Britain, France
and Switzerland were among the
better performers in Europe. KitKat
had another strong year, achieving
organic growth of 7.1%. The US
business performed well, driven by
innovations such as cranberry
Raisinets. Biscuits had a strong year in
its main Zone, the Americas, with
double digit growth in Brazil.

PetCare had sales of
CHF 12.9 billion. Organic growth was
7.9% and RIG was 3.1%. The EBIT
margin increased by 60 basis points to
16.3% due primarily to strong growth
and the mix benefit from the faster
development of premium and super-
premium products. The performance of
the PetCare category in 2009 proved its
resilient qualities. The Purina business,
supported by increased brand
investment, outperformed its market,
with mid-to-high single digit organic
growth in all three zones. Innovation in
key brands such as Bakers, ONE,
Friskies and Beneful continued to drive
growth, whilst new launches such as
the super-premium Chef Michael’s,
targeted at smaller dogs, achieved
encouraging momentum. Two brands,
Beneful and ONE, had sales over
CHEF 1 billion for the first time in 2009.
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Earnings per share
In CHF

4.50

3.00

1.50

Underlying 2.15 241 280 282 3.09
Total (@) 208 239 278 487 292

2005 2006 2007 2008 2009

(a) 2008 comparatives benefited from the profit on
disposal of 24.8% of Alcon outstanding capital.

Capital expenditure
In billions of CHF

5.00

3.4 4.2 5.0 4.9 4.6
2005 2006 2007 2008 2009

4.25

3.50

Net profit and earnings per share
Other income in 2008 included the
CHF 9.2 billion profit on the disposal of
24.8% of Alcon, and it is therefore
significantly lower in 2009. Other
expenses also fell, mainly as a
consequence of lower restructuring
costs in 2009 and the one-off goodwill
impairment on Nestlé Waters Home
and Office Delivery business in Europe
in 2008.

Net Financing cost decreased by
CHF 530 million to CHF 615 million
mainly as a result of lower interest rates
in 2009 and a one-off charge related to
fair value losses in trading securities
recognised in 2008.

The Group's effective tax rate
increased to 23.4% from 17.3% in
2008, when it was reduced by the tax
free gain on the Alcon disposal. The
underlying tax rate fell from slightly
above 27% to 23%, mainly as a result
of market mix.

The share of results of associates,
mainly L'Oréal, fell from CHF 1.0 billion
to CHF 0.8 billion.

The net profit decreased by
CHF 7.6 billion in 2009 to
CHF 10.4 billion. It is not directly
comparable to the 2008 net profit
because of the CHF 9.2 billion profit on
the disposal of 24.8% of Alcon
recognised in 2008. For the same
reason, the 2009 earnings per share
decreased from CHF 4.87 to CHF 2.92.
The underlying earnings per share
rose 9.6% from CHF 2.82 to CHF 3.09
and better reflects the performance
achieved in 2009.
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Cash flow

The Group's operating cash flow
increased by 67%, or CHF 7.2 billion, to
CHF 17.9 billion. This was achieved
despite the impact of the decline in
value of most currencies against the
Swiss Franc. The improvements
achieved in all key elements of working
capital reflect an outstanding
operational and financial performance,
characterised by a high level of
discipline and a particular focus on
operational efficiencies. There were
also some negative events that have
reversed in 2009, particularly the
impacts in 2008 of higher raw material
costs and of our decision to increase

our inventories of certain raw materials.

The free cash flow increased by
145.8%, or CHF 7.3 billion, from

CHF 5.0 billion to CHF 12.4 billion.

The Group's level of capital investment
was CHF 4.6 billion, representing
4.3% of sales.

There were no major movements
in the Group's investing activities
in 2009. In 2008 the Group received
CHF 10.7 billion from the sale of
24.8% of Alcon.

In respect of shareholder returns,
the Group’s financing activities
comprise the Share Buy-Back
Programme, in which CHF 7.0 billion
was invested in 2009 and prior-year
dividends which increased to
CHF 5.0 billion (2008: CHF 4.6 billion).

The Group's net financial debt,
as reported, increased from
CHF 14.6 billion at the end of 2008 to
CHF 18.1 billion at the end of 2009,
although the major part of the increase
is accounted for by Alcon, with
CHF 2.9 billion of net cash being
reported in Assets held for sale as
required by IFRS accounting rules.
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Cash flow
In billions of CHF
15
10
5
Free 6.6 7.0 8.2 50 124
cash flow
Operating 102 117 134 108 179
cash flow
2005 2006 2007 2008 2009
Return on invested capital @
In %
33
22
11
Including 1.4 117 122 147 156
goodwill
Excluding 208 212 222 348 351
goodwill
2005 2006 2007 2008 2009

(a) ROIC calculation was amended in 2009 following
changes in segment reporting. 2008 figures have been
restated accordingly.

Financial position

The average trade net working capital
improved 30 basis points to 10.6%

of sales. The evolution is mainly due
to the decrease in inventories

as explained above in the cash

flow review.

Nestlé's strong financial position has
enabled the Board to propose a
meaningful increase in the dividend per
share in both 2008 and 2009, as well
as to announce both an acceleration
of the current CHF 25 billion Share
Buy-Back Programme and a further
CHF 10 billion Programme to be
completed by the end of 2011. There
were no significant acquisitions
in 2009. In early 2010, however,
we announced both the disposal
of our remaining holding in Alcon
for about USD 28 billion and the
acquisition of Kraft's Pizza business
for USD 3.7 billion.

Return on invested capital

The Group's return on invested capital
increased by 90 basis points to 15.6%
including goodwill, and by 30 basis
points to 35.1% excluding goodwill.

In line with the changes made in the
segment reporting, the ROIC
calculation has been amended and
the 2008 figures have been restated
on a comparable basis.
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Principal risks and uncertainties
Group Risk Management

The Nestlé Group Enterprise Risk
Management Framework (ERM) is
designed to identify, communicate, and
mitigate risks in order to minimise their
potential impact on the Group. A “Top-
Down" assessment occurs annually
and focuses on the Group's global risk
portfolio. It involves the aggregation of
individual “Top-Down" assessments of
Zones, Globally Managed Businesses,
and selected markets. It is intended to
provide a high-level mapping of Group
risk and allow Group Management to
make sound decisions on the future
operations of the Company. Risk
assessments are the responsibility of
line management; this applies equally
to a business, a market or a function,
and any mitigating actions identified in
the assessments are the responsibility
of the individual line management. If a
Group-level intervention is required,
responsibility for mitigating actions will
generally be determined by the
Executive Board. The results of the
Group ERM are presented to the
Executive Board and Audit Committee
annually. In the case of an individual
risk assessment identifying a risk which
requires action at Group level, an ad
hoc presentation is made to the
Executive Board.

Factors affecting results

Nestlé's reputation is based on
consumers’ trust. Any major event
triggered by a serious food safety or
other compliance issue could
potentially impact upon Nestlé’'s
reputation or brand image. The Group
has all required policies, processes and
controls in place to prevent against
such an event.

Nestlé is dependant on sustainable
supply of a number of raw materials,
packaging materials and services/
utilities. Any major event triggered by
natural hazards (drought, flood, etc.),
change in macro-economic
environment (shift in production
patterns, “biofuels”, excessive trading)
resulting in input price volatilities and/
or capacity constraints could
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potentially impact upon Nestlé's
financial results. The Group has
necessary policies, processes and
controls in place to mitigate against
such an event.

The Group's liquidities/liabilities
(currency, interest rate, derivatives,
and/or hedging, pension funding
obligations, commercial credit) could
potentially be impacted by any major
event in the financial markets. Nestlé
has necessary policies, processes and
controls in place to mitigate against
such an event.

Nestlé is dependent on sustainable
supply of finished goods for all product
categories. A major event in one of
Nestlé's key plants, at a key supplier,
contract manufacturers, co-packers,
and/or key warehouse facility could
potentially lead to a supply disruption
and impact upon Nestlé’s financial
results. Necessary business continuity
plans are established and regularly
maintained in order to mitigate against
such an event.

Nestlé has factories in 83 different
countries and its products are sold in
more than 140 countries in the world.
Security, political stability, legal &
regulatory, macroeconomic, foreign
trade, labour, and/or infrastructure
risk(s) could potentially impact upon
Nestlé's ability to do business in a
country or region. Events such as a

human pandemic could potentially also

impact upon the Group's ability to
operate. Any of these events could
potentially lead to a supply disruption
and impact upon Nestlé’s financial
results. Regular monitoring and ad hoc
business continuity plans are
established in order to mitigate against
such an event. The Group's wide
geographical and product category
spreads represent a tremendous
natural hedge.

Dividend per share

In CHF
1.60 +14.3%
+14.8%

1.30 £17.3%

100 +15.6% I
090 1.04 122 140 160
2005 2006 2007 2008 2009

Total cash returned to shareholders

In billions of CHF

12

8

4 I I I

Share 1.3 2.7 4.4 8.7 7.0

Buy-Back

Dividend 3.1 3.5 4.0 4.6 5.0
2005 2006 2007 2008 2009
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The Nestlé share

The Nestlé share price recovered well
after its weakness in 2008. Having
ended 2008 at CHF 41.60, it ended
2009 at CHF 50.20. This represents a
+2.03% out-performance against the
Swiss Market Index and a -8.95%
under-performance against the Dow
Jones Stoxx Food and Beverage Index.

Dividend

The Board is proposing to shareholders
an increase in the dividend of 14.3%
from CHF 1.40 to CHF 1.60 per share.

2010 outlook

Capitalising on the momentum of an
excellent year in 2008, Nestlé's 2009
results combined strong top and
bottom line performance in a very
challenging environment, thereby
reconfirming the group’s long-term
commitment to the Nestlé Model.
This performance was broad-based
across all categories and regions,
demonstrating our commitment to
delivering in the shorter term whilst
continuing to invest for longer-term
profitable growth. Consequently,

in spite of continued economic
uncertainty in 2010, especially in
developed countries, Nestlé expects
its Food and Beverages business to
achieve higher organic growth than in
2009 and further increase its EBIT
margin in constant currencies for the
year as a whole.
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Evolution of the Nestlé registered share in 2009

In CHF

50.00 120%
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27.50

® Registered share
©® Nestlé relative to Swiss Market Index
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Management
responsibilities:

Food and
Beverages

In millions of CHF 20071 2008 2009 RIG (%) 0OG (%)
Zone Europe

Western 24476 20854 18941 I 84.1% -0.4 -0.9
Eastern and Central 3988 4244 3587 | 15.9% -3.6 5.7
Powdered and liquid beverages 6168 5362 5072 22.5% 2.8 6.5
Milk products and Ice cream 3556 3147 2708 | 12.0% -6.4 -6.2
Prepared dishes and cooking aids 9254 7243 6288 27.9% -0.6 -4.0
Confectionery 5593 5416 4686 | 20.8% -4.3 -0.4
PetCare 3893 3930 3774 | 16.8% 2.1 5.7
Total sales 28464 25098 22528 NS ] 100.0% -0.9 0.3
EBIT 3412 3101 2802 12.4%

Capital expenditure 932 88b 759 3.4%

Zone Americas

USA and Canada 20824 19106 19946 62.0% 2.8 5.1
Latin America and Caribbean 12093 12251 12222 38.0% 3.0 8.6
Powdered and liquid beverages 4007 3746 3830 N 11.9% 5.1 9.3
Milk products and Ice cream 10159 9884 9698 | 30.2% 2.7 3.6
Prepared dishes and cooking aids 6534 5291 5414 16.8% 1.7 3.5
Confectionery 4678 4632 4831 | 15.0% 1.2 9.4
PetCare 7539 7804 8395 | 26.1% 3.8 9.1
Total sales 32917 31357 32168 NN EET 100.0% 2.8 6.5
EBIT 5359 5206 5402 16.8%

Capital expenditure 1371 1341 1092 3.4%
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In millions of CHF 2007 2008 2009 RIG (%) 0OG (%)
Zone Asia, Oceania and Africa

Oceania and Japan 4571 4083 4085 mm 25.7% 0.1 2.7
Other Asian markets 6983 6643 6886 | 43.3% 7.9 8.8
Africa and Middle East 5002 4981 4920 I 31.0% 3.9 7.3
Powdered and liquid beverages 5685 5337 5576 I 35.1% 5.2 8.7
Milk products and Ice cream 5572 5228 5013 | 31.5% 3.4 2.4
Prepared dishes and cooking aids 2714 2565 2680 16.9% 7.8 12.1
Confectionery 1886 1850 1852 | 11.7% 3.7 6.1
PetCare 699 733 770 [ | 4.8% 1.0 7.4
Total sales 16556 15707 15891 IS 100.0% 4.6 6.7
EBIT 2697 2590 2658 16.7%

Capital expenditure 675 656 761 4.8%

Nestlé Waters

Europe 4551 4261 3765 41.6% -3.1 -3.2
USA and Canada 5118 4562 4442 49.0% -2.9 -3.4
Other regions 35 766 854 | 9.4% 11.0 15.0
Total sales 10404 9589 9061 | 100.0% -1.5 -1.4
EBIT 851 573 632 7.0%

Capital expenditure 1043 768 493 5.4%

Nestlé Nutrition

Europe 2807 2986 2746 27.6% -1.3 1.0
Americas 3897 5475 5218 52.4% -1.6 1.3
Asia, Oceania and Africa 1730 1914 1999 ] 20.0% 6.2 10.0
Total sales 8434 10375 9963 mmm | 100.0% 0.0 2.8
EBIT 1447 1797 1733 17.4%

Capital expenditure 271 355 579 5.8%

Other Food and Beverages (P

Total sales 3458 10238 10187 100.0% 3.6 6.8
EBIT 548 1622 1603 15.7%

Capital expenditure 269 348 362 3.6%

(a) Nestlé Professional is included in the Zones.

(b) Mainly Nestlé Professional, Nespresso and Food and Beverages joint ventures managed on a worldwide basis.
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Leading positions
INn dynamic
categories

In millions of CHF 2007 2008 2009 RIG (%) OG (%)
Powdered and liquid beverages

Soluble coffee 10371 10688 10564 I 54.8% 34 7.8
Other 7465 8191 8707 ] 45.2% 8.5 11.8
Total sales 17836 18879 19271 I —— 100.0% 5.6 9.5
EBIT 4002 4176 4185 21.7%

Water (@

Total sales 10409 9595 9066 100.0% -1.5 -1.4
EBIT 852 575 633 7.0%

Milk products and Ice cream

Milk products 11742 12189 11662 59.6% 3.6 3.3
Ice cream 7521 6969 6573 | 33.6% -2.6 -1.2
Other 1405 1398 1322 | 6.8% 1.8 6.0
Total sales 20668 20556 19557 e 100.0% 1.3 2.0
EBIT 2294 2357 2345 12.0%

Nutrition (@

Total sales 8438 10380 9965 100.0% 0.0 2.8
EBIT 1450 1798 1734 17.4%

Prepared dishes and cooking aids

Frozen and chilled 10705 10247 9739 56.6% -0.2 -1.8
Culinary and other 7799 7870 7466 43.4% 2.2 4.2
Total sales 18504 18117 17205 100.0% 0.8 0.8
EBIT 2414 2302 2226 12.9%
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In millions of CHF 2009 RIG (%) OG (%)
Confectionery

Chocolate 9369 I 79.4% -1.4 3.9
Sugar confectionery 1109 | 9.4% -1.1 4.1
Biscuits 1318 | 11.2% 2.2 7.3
Total sales 11796 I 100.0% -1.0 4.3
EBIT 1599 13.6%

PetCare

Total sales 12938 100.0% 3.1 7.9
EBIT 2108 16.3%

Alcon

Total sales 7039 100.0% 6.1 6.4
EBIT 2477 35.2%

Health and beauty joint ventures

Nestlé's share of sales 781

Nestlé's share of EBIT 139

Associated companies

Nestlé's share of results 800

(a) 2008 comparatives have been restated following first application of IFRS 8. Moreover, the water products are now disclosed separately
from Powdered and liquid beverages, and the nutrition products from Milk products and Ice cream. The figures between Operating segments
and Products are slightly different due to the fact that some water and nutrition products are also sold by Operating segments other than

Nestlé Waters and Nestlé Nutrition.



Geographic data:
people, factories
and sales

Employees by geographic area Sales
In millions of CHF .
2008 2009 Differences 2009/2008
Europe (@) | 34.0%  33.9% By principal markets in CHF in local currency 2009
Americas 38.7% 38.0% USA +2.6% +2.7% 30698
Asia, Oceania and Africa | 27.3%  28.1%  France -5.9% -1.1% 8055
Total [ | Germany -10.8% —6.4% 5805
Brazil +2.1% +10.5% 5787
Italy -12.5% -8.1% 3886
United Kingdom -9.9% +6.0% 3730
Employees by activity Mexico -12.6% +6.2% 3121
In thousands Spain -8.2% -3.6% 2789
2008 2009  Greater China Region +12.7% +10.7% 2514
Factories | 147 149 Japan +8.4% 0.0% 2465
Administration and sales 136 129  Switzerland -1.0% -1.0% 2046
Total I 283 278  Rest of the World -2.0% (b) 36722
By continent
Europe -8.4% (b) 37801
Factories by geographic area USA + Canada +2.1% ) 33146
Nestlé has 449 factories in 83 countries around the world. Thisis a Latin America + Caribbean -0.4% (b) 15462
reduction from 456 in 2008. During the year, 10 factories were acquired Asia +3.8% (b) 15262
or opened and 16 were closed or divested. Furthermore, the - . )
reorganisation of our factories resulted in a reduction of 1 factory Africa +4.0% 3111
due to satellisation. Oceania ~4.1% (b) 2836
2008 2009  Total Group -2.1% (b) 107618
Europe | 165 159
Americas 168 167  (a) 9086 employees in Switzerland in 2009.
Asia, Oceania and Africa || 123 123 (b) Notapplicable.
Total I | 456 449
Sales by geographic area: total Food and Beverages
In millions of CHF
2008 2009
Europe | 39127 35690
Americas 43781 44226
Asia, Oceania, Africa | 19456 19882
Total | | 102364 99798
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Europe Asia, Oceania and Africa

Austria 1 on ] L] ] L] Algeria 1 on L L] |
Belgium 3 on ] L] H onR Australia 11 Ol OoHn Ol on |
Bulgaria 2 H on on ] L] Bahrain 1 on L L] |
Czech Republic 3 | ] on ] L] Bangladesh 1 Ol OoHn |
Finland 2 H OonN || | | Cameroon 1 H on |
France 30 ON on H oem eonm Cote d'lvoire 2 Ol on |
Germany 22 ON on OoH om on Egypt 3 Ol on | |
Greece 4 ON on || | | Ghana 1 Ol on | |
Hungary 3 OH Oon OH on L] Greater China Region 18 Ol OoHn Ol on |
Italy 15 ON on OE on | Guinea 1 | | | |
Netherlands 2 H OonN H onm | India 6 ol o [ J |
Poland 8 ON on on | | Indonesia 3 Ol on on | |
Portugal 4 OH Oon L] ] L] Iran 2 Ol OoHn | |
Republic of Ireland 1 | | | | H on Israel 9 om on on || |
Republic of Serbia 1 H OonN || | | Japan 3 Ol on on | |
Romania 1 on | on | | Jordan 1 on | | |
Russia 11 ON on OE on | Kenya 1 Ol on | |
Slovak Republic 1 | | || | | Lebanon 1 on | | |
Spain 13 ON on OoH om on Malaysia 6 Ol on on | |
Sweden 2 on | || | | Morocco 1 Ol on | |
Switzerland 12 ON on on H on New Caledonia 1 H on on |
Turkey 4 on | [ | | New Zealand 2 H on Ol on |
Ukraine 2 on ] on ] L] Nigeria 1 Ol OoHn [ J |
United Kingdom 12 OH Oon OH on L] Pakistan 4 Ol OoHn L] |
Papua New Guinea 1 om on ] |
Philippines 4 OH on | | |
Qatar 1 on | | |
Americas Republic of Korea 2 ol o | | |
Saudi Arabia 7 OH on | |
Argentina 8 OH Oon " o L] Senegal 1 L] L |
Brazil 23 OH Oon O omE onm Singapore 1 on L L] L] |
Canada 10 OH Oon OoH om on South Africa 9 ol on ol on |
Chile 6 ON on on | | Sri Lanka 1 ol on |
Colombia 4 ON on OE on | Syria 1 OH on |
Costa Rica 1 H on | Thailand 6 ol on | | |
Cuba 3 ON on || | Tunisia 1 H on | |
Dominican Republic 2 H on | | | | United Arab Emirates 2 om on [ | || |
Ecuador 2 ON on on | | Uzbekistan 1 Ol on | |
Guatemala 1 | | || | | Vietnam 3 Ol on |
Jamaica 1 ON on || | | Zimbabwe 1 Ol on | |
Mexico 13 em eom O® OW OW 1pncfigureinblackafterthe country @ Beverages
Nicaragua 1 H onN | ] | || denotes the number of factories. ® Milk products, Nutrition
Panama ! u em = = = @ Local production (may represent ?’?gplszgrgi?es and
Peru 1 _om eom om u u production in several factories). cooking aids
Trinidad and Tobago 1 OH Oon L] ] L] ® Confectionery
United States 31 oHE oH P PS P B Imports (may, in a few particular ~ ® PetCare
cases, represent purchases ® Pharmaceutical products
Uruguay 1T eom u L u u from third parties in the market
Venezuela 7 oOH on ol on || concerned).
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Corporate
Governance and
Compliance

Corporate Governance

Nestlé pursues a strategy of best
practice of corporate governance. In
2008, the Annual General Meeting
approved a complete revision of the
Company's Articles of Association.
99% of the votes represented at the
meeting were cast in favour of the
revision. The new Articles have
modernised our governance in the
best interests of our Company and
its stakeholders to aim for long-term,
sustainable value creation, a statement
which was expressly added to the
new Articles.

While the new Articles have
addressed many governance issues,
compensation remains the subject of
much political debate. In 2008, we
produced for the first time a special
annual compensation report describing
our compensation system and the
compensation granted. The report was
approved by the shareholders as part of
the approval of the annual financial
statements. Since then, we kept in
close contact with many of our
shareholders and asked for their opinion
regarding this issue. As a result, at the
2009 Annual General Meeting, we
submitted our compensation report for
the first time to a separate advisory
vote of the shareholders, as per the
alternative procedure foreseen in the
Swiss Code of Best Practice for
Corporate Governance. In 2010 we will
again submit the report to a separate
advisory vote as an interim solution
until the new Swiss law is clarified on
this topic.
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We recognize that in turbulent
times the corporate governance
framework is of particular importance
and take an active role in its
development based on a continuous
engagement with our investors and
other stakeholders. In that spirit we
undertook in 2009 another shareholder
survey, this time among the
shareholders attending our last
shareholders’ meeting, to receive
their input and priorities regarding
this event. The results (see
www.nestle.com) confirmed support
for our format and suggested topics
to be covered in future meetings.

Compliance

Compliance builds trust. It forms

the base of how we do business

and is the first layer of how we create
shared value.

While responsibility for compliance
is assigned to the markets as per the
Custodian Concept, a small corporate
Compliance function and a cross-
functional Compliance Committee
define the framework, facilitate the
coordination between the various
relevant support functions and provide
guidance and best practices. Through
the Compliance Committee and the
Corporate Compliance Programme we
build awareness and ensure a
coordinated, holistic approach to
compliance and risk management.

The implementation of the values
enshrined in the Corporate Business
Principles, the Nestlé Management and
Leadership Principles and the Code
of Business Conduct is the cornerstone
of the Corporate Compliance
Programme. In 2009 we focussed
on the implementation of our Code
of Business Conduct including a
compliance e-learning tool and of our
Supplier Code of Conduct. An anti-trust
learning tool initially implemented in
Zone Europe was launched across all
Zones in locally adapted versions.

The addition of a new integrity module
to our CARE programme (Compliance
Assessment of Human Resources,
Safety & Health, Environment and
Business Integrity, our audit

programme relating to the Corporate
Business Principles using independent
auditors), and the creation of a fraud
database strengthened our audit
efforts. Our anti-bribery programme
and our internal complaints
management were other focus areas.
An internal Data Protection Office
was registered with the authorities, and
the annual self-assessment of the
Group's internal control system and
the annual Board risk assessment
were performed.
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Shareholders by geography (@

® 35.6% Switzerland ® 3.7% Canada

’ © 21.5% USA ® 3.6% Norway

® 10.8% United Kingdom 3.2% France

| ® 4.3% Germany ® 17.3% Others
| |
|

)

Distribution of Share Capital by geography (@

60%
40% \_\
\/__
20%
«\/
— ————
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

® Switzerland ® Canada
@ USA ® Norway
® United Kingdom France
® Germany

Share Capital by Investor Type (@)

90%

60%

30% T~

—

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
@ Institutions
® Private Shareholders

(a) Percentage derived from total number of registered shares.

Registered shares represent 61.9% of the total share capital.
Statistics are rounded, as at 31.12.2009.
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Shareholder
iInformation

Stock exchange listing

At 31 December 2009, Nestlé S.A.
shares were listed on the SIX Swiss
Exchange (ISIN code: CH0038863350).
American Depositary Receipts (ADRs)
(ISIN code: US6410694060)
representing Nestlé S.A. shares are
offered in the USA by Citibank.

Registered Offices

Nestlé S.A.

Avenue Nestlé 55, CH-1800 Vevey
(Switzerland)

tel.: +41 (0)21 924 21 11

Nestlé S.A. (Share Transfer Office)
Zugerstrasse 8, CH-6330 Cham
(Switzerland)

tel.: +41 (0)41 785 20 20
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Further information

To order additional copies of this
document, please go to www.nestle.
com/Media_Center/order.

For additional information, contact:
Nestlé S.A., Investor Relations
Avenue Nestlé 55, CH-1800 Vevey
(Switzerland)

tel.: +41 (0)21 924 35 09

fax: +41 (0)21 924 28 13

e-mail: ir@nestle.com

The Nestlé Annual Report, the
Financial Statements and the Corporate
Governance Report are available
on-line as a PDF file in English, French
and German. The consolidated income
statement, balance sheet and cash
flow statement are also available as
Excel files.

As to information concerning the share
register (registrations, transfers,
address changes, dividends, etc.),
please contact:

Nestlé S.A. (Share Transfer Office)
Zugerstrasse 8, CH-6330 Cham
(Switzerland)

tel.: +41 (0)41 785 20 20

fax: +41 (0)41 785 20 24

e-mail: shareregister@nestle.com

The Company offers the possibility
of depositing, free of charge,
Nestlé S.A. shares traded on the
SIX Swiss Exchange.

Nestlé URL: www.nestle.com

Important dates

15 April 2010

143rd Annual General Meeting,
“Palais de Beaulieu”, Lausanne

16 April 2010
Last trading day with entitlement
to dividend

19 April 2010
Ex dividend date

22 April 2010
Payment of the dividend

22 April 2010
Announcement of first quarter 2010
sales figures

11 August 2010
Publication of the Half-yearly Report
January/June 2010

22 October 2010
Announcement of nine months
2010 sales figures

17 February 2011
2010 Full Year Results;
press conference

14 April 2011

144th Annual General Meeting,
"Palais de Beaulieu”, Lausanne
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© 2010, Nestlé S.A., Cham and Vevey
(Switzerland)

The Annual Report contains forward looking
statements which reflect Management's
current views and estimates. The forward
looking statements involve certain risks and
uncertainties that could cause actual results to
differ materially from those contained in the
forward looking statements. Potential risks and
uncertainties include such factors as general
economic conditions, foreign exchange
fluctuations, competitive product and pricing
pressures and regulatory developments.

In case of doubt or differences of interpretation,
the English version shall prevail over the French
and German text.
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