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Nestlé group which has been doing business for over 150 years has been ranked as the biggest food company in the world. This company trace its roots to the Aglo-swiss condensed milk company which was found in 1866 by Charles and George page in Switzerland and Nestlé Company formed by Henry Nestlé in 1867. The two businesses combined in 1905 to form the company nowadays known as Nestlé group. The growth in Nestlé group can directly be linked to its acquisitions of other companies already in business and with renowned brand names and developed markets.
Among the companies acquired by Nestlé group include;
1. Peter & Kohler in Switzerland
This company had been in existence since 1819. It was one of the oldest chocolate companies in Switzerland. The acquisition added to Nestlé portfolio of commodities the Milo drinking chocolate and facilitated the launching of Pelargon milk powder designed for babies to improve digestion. It also enabled Nestlé start the production of milk chocolates from condensed milk. 
2. Alcon laboratories in Switzerland.
This company was founded in 1945 and was acquired by Nestlé in 1977. It specializes in the production of drugs and equipment for eye care. It produces close to 50 types of eye care drugs and its acquisition expanded the product portfolio of Nestlé in the health and pharmacy industry.

3. Rowntree Mackintosh confectionery in the UK
This company was acquired by Nestlé in 1988 and can be seen as one of the most important acquisition made by Nestlé. This is due to its established brand names and products like Kit Kat, Aero and Quality Street chocolates. The importance also manifests itself when Nestlé continues to use and market using the brand name Kit Kat which however later became a source of a longstanding battle with Cadbury in the European Union market over its registration as a trade mark. Rowntree Mackintosh traces its origin to the merger between Rowntree Company and John Mackintosh Company and had been in existence since 1862, some years before the predecessors of Nestlé came to existence.
4. Atrium Innovations in Canada.
The company was founded in 1999 and had remained privately held before its acquisition by Nestlé. The company deals with the manufacture of innovative and science based natural health products. It was announced for acquisition by Nestlé through Nestlé science health in 2017 for $2.3 Billion. This was done in pursuit of growth opportunities in health care and compliments the company focus on high growth food and beverages industry.




Effects of business combinations in Nestlé
The effects of mergers, acquisitions and joint ventures in the company include, among others:
1. Acquisitions have led to growth in the share price hence giving the investors a capital gain on shares. This can be seen from the plot of the graph of the share price against time for the most recent data as seen in the below diagram.
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Fig 1. Graph of Share price (CHF) against Time (Years)
2. Increase in range of products from milk related, frozen foods, condensed milk, infant food, pet food, pharmaceuticals and mineral water among other products. This has made the company very common among consumers as all these commodities are required every day. Under every category the company has also launched various brands to meet market demand.
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Fig 2. Pie chart showing composition of Nestlé’s portfolio of brands
3. Increase in sales of the company over time. The company sales have been increasing over time. They however show a downward trend around the year 2010 but they have since regained their upward trend and they are forecasted to continue growing with new acquisitions and more effective business strategies.
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Fig 3. A graph of total sales (CHF Millions) against time (years) for Nestlé Company
4. Recognition as a global brand due to its expansion to new countries. Nestlé never confined itself to its mother country. Through acquisitions it has expanded in to new markets and currently it is present almost in every country. It is however very prevalent in Europe and America.
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Fig 4. A pie chart showing distribution of Nestlé markets over the world
5. Increase in financial strength as it reported a loss only once in it’s more than 150 years of existence. Net profits have shown a general upward trend with time. 
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Fig 5. A graph of net profits (CHF Millions) against time (Years)
6. Expansion of shareholders wealth though increase in the earning per share and dividend per share. Through the increase in the dividend they pay to their shareholders, they have been able to win shareholder and this is clearly seen in the increase in the share prices as customers project better performance for the company.
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Fig 6. A graph of dividends (CHF) over time (Years)
7. The acquisitions also led to a general increase in the total assets of Nestlé. This can be attributed to the fact that the company acquires already running businesses with their own assets and makes proper use of the assets inorder to generate a reasonable return out of those assets.
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Fig &. A graph of Total assets (CHF Millions) against time (Years)
8. Creation of employment opportunities. Through its acquisitions, Nestlé has built itself to become one of the largest employers in the world with a total of 323,000 employees as of the latest data. Although the numbers have been seen to drop from 2014, they are not expected to drop further and by any reasonable margin.
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Fig 8. A graph of number of employees against time (years) in Nestlé company.
Recording of acquisitions in the financial statements
Accountants are usually required by both GAAP and IFRS to report the financial results of all subsidiaries in the financial books of the parent company. ASC 805 clearly gives guidance on the same. All Nestlé subsidiary financial statements are usually taken in to consideration and the result is the preparation of consolidated financial statements by the holding parent company. The financial effects of acquisitions during the year are usually given as a note and the note identifies:
a) Means of acquisition whether by issuance of stock or payment of cash
b) The fair market value of the company acquired
c) The acquisitions impact on the net profit of the company.
This is done to enable all stakeholders have a clear view of the effects of the company acquisition on the financial position of the company and enable prospective shareholders make a good informed decision.
Appendix 1. Table of various Nestlé Company parameters over time.
Source: https://www.Nestlé.com/asset-library/documents/library/documents/financial_statements
	Year 
	 Share price (CHF) 
	 Divident (CHF) 
	 EPS (CHF) 
	 sales (CHF)"Millions" 
	 Net profits (CHF) "Millions" 
	 Total assets (CHF) "Millions" 
	 Employees 

	   1,999 
	               29.17 
	                  0.43 
	   122.10 
	        74,660 
	               4,724 
	                      58,939 
	 

	   2,000 
	               37.80 
	                  0.55 
	   149.10 
	        81,422 
	               5,763 
	                      65,524 
	 

	   2,001 
	               35.40 
	                  0.64 
	     17.25 
	        84,698 
	               6,681 
	                      93,786 
	 

	   2,002 
	               29.30 
	                  0.70 
	     19.51 
	        89,160 
	               7,564 
	                      87,352 
	 

	   2,003 
	               30.90 
	                  0.72 
	     16.05 
	        87,979 
	               6,213 
	                      89,561 
	 

	   2,004 
	               29.75 
	                  0.80 
	     17.29 
	        86,769 
	               6,717 
	                      87,094 
	 

	   2,005 
	               39.30 
	                  0.90 
	     20.58 
	        91,075 
	               7,995 
	                    103,397 
	 

	   2,006 
	               43.30 
	                  1.04 
	     23.71 
	        98,458 
	               9,197 
	                    101,805 
	 

	   2,007 
	               52.00 
	                  1.22 
	     27.81 
	     107,552 
	             10,649 
	                    114,659 
	 

	   2,008 
	               41.60 
	                  1.40 
	        2.00 
	     103,086 
	               7,411 
	                    106,215 
	          283,000 

	   2,009 
	               50.20 
	                  1.60 
	        2.59 
	     100,579 
	               9,260 
	                    110,916 
	          278,000 

	   2,010 
	               54.75 
	                  1.85 
	        2.60 
	        87,906 
	               8,777 
	                    111,641 
	          281,000 

	   2,011 
	               54.00 
	                  1.95 
	        2.97 
	        83,642 
	               9,487 
	                    114,091 
	          328,000 

	   2,012 
	               59.60 
	                  2.05 
	        3.21 
	        89,721 
	             10,228 
	                    125,877 
	          333,000 

	   2,013 
	               65.30 
	                  2.15 
	        3.14 
	        92,158 
	             10,015 
	                    120,442 
	          333,000 

	   2,014 
	               72.95 
	                  2.20 
	        4.54 
	        91,612 
	             14,456 
	                    133,450 
	          339,000 

	   2,015 
	               74.55 
	                  2.25 
	        2.90 
	        88,785 
	               9,066 
	                    123,992 
	          335,000 

	   2,016 
	               73.05 
	                  2.30 
	        2.76 
	        89,469 
	               8,531 
	                    131,901 
	          328,000 

	   2,017 
	               83.80 
	                  2.35 
	        2.32 
	        89,791 
	               7,183 
	                    130,380 
	          323,000 
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Confectionery 10% Milk products and ice cream 16%

Nutrition & health science 17% Others 8%

Pet care 13% Prepared dishes and cooking aids
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