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Instant History

In 1929, Louis Dapples, the Nestlé Chairman, was presented with an interesting task by his
former employer.

The bank owned warehouses full of Brazilian coffee beans, which were sitting unsold.

They wondered if Nestlé could turn the beans into a “soluble coffee cube” to be sold directly to
consumers.

In fact, when it seemed impossible to retain the coffee aroma and the project was cancelled.

Max persevered and continued to experiment on his own.

His dedication paid off. In April of 1937, a stunned Nestlé Executive Board was invited to a
tasting.

From the first mouthful, their response was overwhelmingly positive.
The scale-up began immediately and in 1938, Nescafé was officially born.
By 1940, only two years later, Nescafé was already available in 30 countries.

These days it is enjoyed by millions of people around the world.



1938

Ayoungfood chemist
working at Nestlé called Max
Morgenthaler found a way to

create water-soluble coffee.

Apollo 11

Nescafé was launched into
space alongwith astronauts
Neil Armstrong, Buzz Aldrin
and Michael Collins to help
keep them sharp on their
1969 moon landing.

Nescafé became the first coffeebrand to
climb Mount Everest as part of Edmund
Hillary’s expedition.
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Cups of coffee consumed
around the world is
Nescafé

Nescafé is the world’s Countries distribute
preferred coffee brand and sell Nescafé




To advance Nescafe plan in China; Nestle had 3 Choices

Paying Higher for Certified beans

Working with Coffee Farmers Backward Integration




Summary of Coffee value chain and the Economy
of Coffee



HOW ;COFFEE.WORKS! HED)Steps from Shrub to Mug!

In this important step, the oute ing and pulpy fruit d from th
been transformed and refined, to be there for your dally grind. Here’s the life cycle of a typical bean: e PRDGE S SIN G QL,,,',,SL'Z?,.'Q tr:\::gds (ea:: tt:?::;:‘sg;mep: ::(e ﬁnim':mys t%":io ::

e GROWI.NG GP I GKiN G‘ Ty Inths oider method, ‘ it's slower, more laborious (and

There are two species of tropical plants, both bushy Five years after planting, and as berries ripen PROCESSING beans are sorted, then ~ _ @xpensive), but the beans have
evergreens, that provide most of the world’s coffee. from green to red, the bush is harvested. Tha Cottea ed TRiumly Wi i s N more body and lass acidty.  Aftar 2-4 waeks the
BEANS® \ & A drled, crumbly berry
The Coffee ﬂ Don't forget to b will be ready to shed
turn me! the rest of Its skin.
s8¢ 3? i 8 ,‘U
W coffea arabica [ Coffea canephora (*robusta” Most berries are handpicked, but In some places <= ’
* two-thirds of all bears intrade « dnseaseareslstmt (like Brazil) it's done by machine. Often only ripe e
i INRR TSR & balanced flavor :,‘E,:;,‘,;,,'fn;mﬁ}g,,}m eo0e berries are selectively pickad, but usually entire " not technically WET This method uses lotsof ~ They are fermented and ~ This will produce
: crops are strip-picked. “beans ! water and equipment. washed or mechanically  consistent coffee
B Both grown here FROCESSING  Frst, usable berriesfise scrubbed to remove with less body but
) during iImmersion. pulp, then dried. I more aroma.

ing heat, ffee will transfo :
@ ROASTING 2ol guencoes i st cpto s
= |

M lL L INB Any remaining fruit or parchment will be removed and dry
coffee will become sought-after “green coffee beans.

y @ =)
T e o i
Grading Cleaning & Sorting i

origin and quality size, density; and color Humng

Chemical reactions inside the bean
begin to make it puffy, oily, and tasty.

Decaffeination

Biter Flavor, Full B
Bwr-gnndmg Blade-grinding o ody

It's usually done with large commercial machines, but home roasting Is also possible.
Temperature and duration of heat Impact a bean’s consistency, color, and flavor:

440°F 428°F

: Espresso
Ital{, 1855
Biter Flavor, Full Body

Drip pot
France, ¢ 1750
Full Flavar, Light Body

“FulCRyRoast™  “CyRoast™

«Very dark *Burnt flavor  *Second crack  *Rich, even color  *Most popular *Right after «Lightest «Yellowing, +Can be stored
-Shng woil +Surface oil «Light oil «Often bittersweet  U.S. roast first crack drnkable bean enlarging for 2 years Percolator
*Used mostly ’ .

for espresso . o So-ar 3! il France, ¢c. 1800

Full Flavor, Light Body

Plunger
Italy, 1929

nﬁé?ﬁ“ X ,. "““_f; | - | ' IO : =t _  Full Flavor, Medium Body @DRINKINE!
(D PACKAEING e | GRINDING  @)BREWING Fdy e o g

Beans are (ideally) putinto cool,  Vacuum-packing was SH I'P Pl N Don't fear! Your coffee Beans will be ground into a specific Water can be introduced to the grounds in know what the little coffee
dark, dry, airtight containers. introduced in 1931 is headed your way! fineness, whether by machine or hand. many ways, but these are the main methods. bean has been through.
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Vl S U‘ ‘L I Z | N G T H E WHAT MAKES YOUR CUP OF COFFEE POSSIBLE?
E‘ O N O M I ‘ S O F One of the world’s most popular
\ commodities, coffee is supported by a

massive global $200+ billion industry.
From growing to trading, roasting, and brewing,
here's how coffee prices are broken down.

Numbers are based on yield of 15 cups of
brewed coffee per pound of roasted beans

STAGE 1

GROWING
$0.07 / =

The International Coffee Organization's
ICO Composite indicator price provides

an overall benchmark for the price of green
coffee of all major origins and types

« ~ Based on $1.09/1b (ICO Composite 2018).
Prices fluctuate, from below $0.50/1b in
2001 to above $210/1b in 2011

Grower Price

Top producing countries roma woant 20m)

Vietnam @ IEE—_——— 17.4%
Colombdla « N 8.0%
Indonesia ™ N 5.6%

Ethiopla § I 4.4%

STAGE 2 Exporter Markup & storage "orgin

EXPORTING
$016 /=

Green coffee beans are harvested,
processed, and milled before being
packaged for export in 60kg bags, a

7.2 million tonnes of green
worldwide standard measurement S - g

coffee were exported in 2018,
valued at $19.2 billion

Warehouse Shipping and
& Logistics Customs Entry

Brazil @ I 7.5

13



STAGE 3 Direct Labor Shrink Loss

ROASTING
$0.35 /=
Beans are roasted, doubling

in size and gaining their
trademark brown color

Top exporting countries (oasieo corres varLe, 201)

Switzerland © I $2.58
Haly { ) I $1.68
Germany @ I $1.58
France ( ) I $1.08
Netherlands © IS $0.78

Switzerland |leads in value of roasted coffee
exports thanks to high prices of roasted beans

- $10.8 billion value in export
of roasted coffee alone

Sales, General & Interest, Depreciation, Certification  Shipping

Packaging
Administrative Amortization & Lease Cost/Release

STAGE 4

DISTRIBUTION
$0.04 / =

Roasters distribute beans both directly 4.4% xeumic Keurlg
to consumers (retail stores) and directly Roaster 3.2% _ & Strauss
to businesses (retall coffee shops) Markup 1.4% a;,,bucks

Major retail store sellers o marxer sae)

- 2 e Nestié

16.0% Q) Jacobs Douwe Egberts

14



STAGE 5 o .

Markup  Leasehold
RETAIL
$217 /<=
Global retall coffee saw $83 billion in

global sales In 2017, with an $ti/capita
average yearly expenditure

The largest global consumers
by tonnage are the U.S. and
Brazil, but European countries
lead in per capita consumption

Marketing Utilives Lids Stir Sticks Repairs & Cendiments Cups General & Administative
Maintenance

15



All the costs from the different stages
add up to a retail sales price of coffee

$2.80

(160z Brewed Coffee)

Coffee is the 4th most-consumed
beverage in the world by total volume
sales, with 2.3 million cups of coffee
consumed globally every minute

16



Key Sources of Coffee 2012-13

Percentage of World Production

India
Indonesia 3%

6%
N\

Colombia

%

Central America & Mexico___
11%

(@)



Global Market Shares in Coffee 2009-2012
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@ Retail Sales of Coffee in China (2019-2012)

IN USS MILLIONS

m Coffe Beans ™ Fresh Ground Coffee  m Instant Coffee
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@ Retail Sales of Coffee in China (2019-2012)

IN TONS

m Coffe Beans M Fresh Ground Coffee  m Instant Coffee
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Sustainability

NGOs and the support for coffee farmers




The Common Code for the Coffee Community (4C)

v

@ |
&

O1 EconomicSustainability ()2  Social Sustainability (O3 Environmental Sustainability




Coffee Prices and the Fair-Trade Pricing*
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Creating Shared Value
Initiative and Nescafe

Plan

A look at Nestle’s Strategy, CSV Initiative and the
Nescafe plan




Nestlé’s Strateqgy

* Evolve with consumer needs
e Good nutrition
e Healthier, balanced lives and a healthier planet

* Evolution, innovation, acquisition or partnerships.



Nestlé’s Strateqgy

Enhance the health and wellness of people and pets.
* Needs of the modernconsumer
* Premium food innovations to market
* Plant-based foods
* Increase access to nutrition for everyone, everywhere.

We playtowinin all our categories while pursuing higher growth in coffee, pet
care, infant nutrition, water and nutritional health.




Value Creation Model

Balanced pursuit of top-line and bottom-line growth with capital efficiency

Maximize
long-term

shareholder
value

o Creating Shared Value



Creating Shared Value in Nestlé

* Longterm
* Shareholders and for society
 Positive differenceto society

* Nestlé’songoing success.



For individuals and families

Enabling healthier and happierlives

For our communities

Helping develop thriving, resilient communities

Status of our commitments

® 00O New

Forthe planet

Stewarding resources and the environment

@@ O Inprogress

®0® /chieved

Our 2030 am bition is to help 50 million children lead

healthier lives

Offering tastier and
healthier choices

®@0 Launch more f oods
and bev eragesthat are
nutritious, especially for
mothers-to-be, new
mothers, and infants and
children

@00 Further decrease

Inspiring peopleto
lead healthier lives

®® O Apply and explain
nutrition inf ormation on
packs, atpoint-of-sale and
online

@00 Of fer guidance on
portions forour products

@®@0 Leverage our

Building, sharing and
applying nutrition
knowledge

®® 0O Build and share
nutrition knowledge f rom
the first1000 days through
to healthy aging

®®0 Build biomedical
science leading to health-
promoting products,

Our 2030 am bition is to im prove 30 million livelihoods in
communities directly connected to our business activities

Enhancing rural
development and
livelihoods

@®@eCimprovefarm
economics among the
f arm erswho supply us

mprov ef ood
av ailability and dietary
diversityamong the
f arm erswho supply us

Respecting and
promoting
human rights

@®® CAssess and address
humanrights im pacts
across our business
activ ities

®0OImproveworkers’
livelihoods and protect
children in our agricultural

Promoting decent
employment
and diversity

@@ CRoll out our Nestlé
needs YOUthinitiative
across all our operations

@@ OEnhance gender
balance in our work force
and em power wom en
across the entire value

Our 2030 ambition is to strive for zero environmental
im pact in our operations

Caring for water

®®0O Work to achieve
water efficiency and
sustainability across our
operations

@00 Advocatefor
ef fective water policies
and stewardship

Acting on
climate change

Safeguarding the
environment

®e®OProvideclimate change ®®® Improvethe

leadership

@@ Promote transparency

and proactive,long-term
engagement in climate
policy

environmental
performanceof our
packaging

@00 Reduce f ood loss
and waste

; 3 o : . ®00 Provide meaningf ul
gt sl and marketing eff ortsto persqna}llzed nut.rlt lon @0 OImplement SUgjelyy €zl el @00 Engage with and accurate envirogmental
saturated fat prom otehealthy cooking, angl el seluiers responsible sourcing in @®®OEnhance a culture of @0 0OAdvocatefor healthy suppliers, especially inf orm ation and dialogue

eating and lif estyles our supply chain and integrity acrossthe workplaces and healt hier those in agriculture

@00 Increase vegetables, ®®0OEmpower parents, _przn ot_e zﬂm:lwe_lfaﬁ - organization employ ees @00 Raise awareness on @00 Preserve natural
fiber-rich grains, pulses, caregivers and teachers to I ®®OContinuously improve ® ®@®0OProvide effective water conservation and caital
nuts and seeds in our foods f oster healthy behaviorsin our green cof fee supply grievance mechanisms to im prov e access to water P!
and beverages children chain I employ ees and and sanitation across our

S N e wem mm mm ®stakeholders value chain

®®0 simplify our
ingredient lists and
remov e artificial colors

00 Address under-
nutrition through
micronutrient f ortification

®®O support  breastfeeding
and protect it by continuing
to implement an industry-
leading policy to market
breast-milk substitutes
responsibly

®®ORoll out the Nestlé
Cocoa Plan with cocoa
farmers

@®@eelnspire peopleto
choose water to lead
healt hier lives

@®®O Partner for
promoting healthy
f ood environments

G000 HEALTH QUALITY GENDER
ANDWELL-BEING EOUCATION EQUALITY

. 1o CLEANWATER
] POVERTY ANDSANITATION
SUSTAINABLE
DEVELOPMENT

GOALS

DECENT WORK AND I REDUCED RESPONSIBL 13 E}:;LE 14 ::['glﬂl'

ECONOMIC GROWTH INEQUALITIES
L 2

15 LIFE 16 PEACE, JUSTICE 1 PARTHERSHIPS
ON LAND AND STRONG FOR THE GOALS

-~ INSTITUTIONS
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——
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Responsible coffee
sourcing

Our com mitment
Continuously improve our green
coffee supply chain

Our objectives

By 2020: 70% of the total Nescafé coffee supply to
be responsibly sourced

®@® O Inprogress

By 2020: Nescafé toimprove the quality, quantity
and sustainability of its coffee supply chain by
distributing 220 million coffee plantlets

@ @® O Inprogress

By 2020: Nescafétoimprove coffee farm
economics in at least four coffee-sourcing
countries

®® O Inprogress

By 2020: Nescafé to monitor and improve labor
rightsin at least tw o cof fee-sourcing countries

@®@® O Inprogress

By 2020: Source tow ard 100% of the coffee for
Nespresso’s permanent range through its AAA
Sustainable Quality Program on coffee sourcing

@®® O Inprogress




The Nescafe Plan

[Dﬂﬂ? Increased coffee

: d coff productivity Tree stocks rejuvenated
mproved coiiee i
P . Improved coffee quality Farmers adopting
economicson farm — .
Optimized costs best practices

of production

Better management
and controls
_ Women and youth
Resilient coffee Farmers as agripreneurs empowerment
farming Improved living conditions

families and
communities

Betterorganizational capacity

Farm productiondiversified

Improved health conditions

\\ : //

Sustainably

Water resources conserved

Soil fertility improved

managed coffee
landscapes

Biodiversity promoted

B What we want to achieve O How we want to getthere B Whatwe do to get there



The Nescafe Plan Monitoring and Evaluation

13
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Monitoring & Evaluation
key performance indicators

countrieswithannual
Rainforest Alliance

T impactassessments
Key performance indicators are

designedto measure progress

towards our goals and alignment

with common sustainability frameworks
in the coffee sectorand the Sustainable Development Goals.

ECONOMICS

Measuring farmer
earnings and earning
power from coffee
and other crops

KPIs

v Net farm income

v Coffee revenue

v Productivity

v Cost of production
v Farm diversification

v Adoption of best
agricultural practices

SOCIAL

Measuring our impact
on farm families
and workers

KPlIs
v Bookkeeping records
v Financial literacy

v Gender and youth
participation

v Safe working
conditions

ENVIRONMENT

Measuring water, soil and
biodiversity

KPIs
v Watershed conservation

v Household wastewater treatment
v Shade coverage

v Soil conservation

v Mill water conservation

v Mill water treatment

v Irrigation water
conservation

GENERAL

KPIs (qualitative)

v Satisfaction with
Nescafé Plan program

v Farmers’ views on
future outlook




The Nescafe Plan in
China

Closely examining Nestle’s three options and the
best option to move forward
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@ Nescafe Plan in China

* Nestle Extended the Nescafe plan to China in 2011.

* Nestle started working with Coffee farmers to ensure they receive
v’ Steady Income
v Training and Technical Services for cultivating coffee

e Set a Purchasing Station to source beans directly form farmers (9,500 Tons in the first half of 2013).

e |nvestedin Research to

* Improve farmers yields.
* 10vyears research to determining the exact variety that should be grown in the region

* Investing $16M toward building coffee-farming institute

34



To advance Nescafe plan; Nestle had 3 Choices

Higher Prices to Farmers

Paying Higher prices to purchase coffee beans

that had been grown according to some form of
certification relate to sustainability

Strengthening Local Efforts Backward Integration

Strengthen its commitment to sustainable coffee Backward integration into coffee farming in

in China by working with coffee farmers at the China (Similar to tea farming)

grassroots level to improve their productivity




The three options as in the case

Higher Prices to
Farmers

Higher prices increase
attractiveness to farmers.

Which Certificate to benefit the
farmers most?

Which certification would improve
beans quality received by Nestle?

Long term problems might occur
with overproduction

Better livelihood would remain
unchanged

[ Strengthen Local

Efforts

Working Closely with individuals

Supply Seedlings and Technical
assistance

Diversify  farmer’'s sources of
income

Difficulty to
mindset

change farmers

Consumers  prefer  Fair-Trade

Certification coffee

Backward

Integration

AV S

Greater control over sustainable
farming development

Secures reliable supply of high-
quality coffee beans

Removing Intermediaries

Not Common, usually coffee farms
make forward integration
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Efficlgnt R&LD systan

WEAKNESSES

» Criticism over high-
water usage, selling
contaminated food

OPPORTUNITIES

Expand production
capacity in key markets

Increase control over
coffee beans quality

Cost cutting by reducing
markup

THREATS

Government unstable
regulations

Huge investment
Property limited
ownership for 99 year
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@ Moving forward in China — A combination of Solutions

<.

STRENGTHEN
LOCAL EFFORTS

e WORK WITH NGOS

TO CERTIFY FARMERS
PAY HIGHER PRICES TO

FARMERS



@ Moving forward in China — A combination of Solutions

; g} STRENGTHEN LOCAL EFFORTS

v Working Closely with individuals, build their capabilities.
STRENGTHEN

LOCAL EFFORTS
v’ Allows Nestle to identify the gaps in the farms.

v’ Also, the right certification program for farmers.

o WORKWITH NGOS

TO CERTIFY FARMERS
PAY HIGHER PRICES TO

FARMERS



@ Moving forward in China — A combination of Solutions

Igz gNGO WORKWITH NGOS TO CERTIFY FARMERS

v’ Nestle should align their CSV with 4C.
STRENGTHEN

LOCAL EFFORTS
v Partnership with NGOs to certify farmers.

o WORKWITH NGOS

TO CERTIFY FARMERS
PAY HIGHER PRICES TO

FARMERS



@ Moving forward in China — A combination of Solutions

0
; @ FPAYHIGHER PRICES TO FARMERS

v’ Nestle can guarantee the quality of the beans.
STRENGTHEN

LOCAL EFFORTS
v’ Nestle can pay higher prices with a piece of mind.

o WORKWITH NGOS

TO CERTIFY FARMERS
PAY HIGHER PRICES TO

FARMERS






- Thank You
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