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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT

The Directors submt their annual report and the audited financial statements for the 52 week penod ended 31 December 2011 (2014 52
week period ended 1 January 2011)

Business review and principal activities

The Company develops, distributes and sclls naturally inspired skin and hair-care products and related accessornies under " I'he Body Shep”
trademark and other Company owned intellectual property The Company distributes and sells such products through 1ts own shops, home
sales, mail order catalogues, the mternet and through franchised outlets and travel retall [t also acts as a holding Company

Duning 2011 the Company proved resilient in a very difficult retail market environment Revenue for the year was £420 5m (2010 £405 Im -
restated), and a post tax profit of £40 0m (2010 £36 Im) There were 315 (2010 311) stores 1n the UK at 31 December 2011 of which 304
(2010 297) were owned

There was sohd growth across Asia and the Middle East However the economnc chimate continued 10 hamper footfall in a number of
European countries

At the end of 2011, the brand had a total of 2 748 stores tn 62 countries (2010 2,605 stores n 63 countries)

Future prospects
I'he successful reorgamisation of {he Body Shop i 2009, which fundamentally increased our focus on customers the world over, was an
impertant foundation for the long-term, sustamable growth of our brand Whilst we continue to be confronted by challenges in some markets,
as a direct result of the global economic downturn, our brand strategy for 2012 will ensure that our customers remam at the heart of all
business decisions

Growth m 2012 will come from the launch of an increasing number of innovative products The Body Shop will continue to sech out natural,
eflective mgredients from all four corners of the globe as part of 1ts Community Trade programme which improves the living conditions of
more than 25,000 people worldwide

[n 2012 The Body Shop 1s making a significant investment in a rebranding exercise ‘Beauty with Heart” A new and improved store format
15 also beng launched beginntng 1n 2012 with the itention of driving up customer traffic and tmproving the customer experience

IMrough an unwavering and consistent implementation of 11s strategy, putting a focus on generating more innovative products and trailblazing
values activities to appeal to an mcreasingly demanding ethical cusiomer, The Body Shop 1s confident in is ability to resist the continued
tough economic chimate and to open the way to achieving sustainable growth wortdwide

Further information on the Company 13 set oul 1in the Annual Report of L’Oréal SA for 2011 which s available Irom the regisiered office at
14 rue Royale, 75008 Panis - I'rance

Primcipal risks and uncertainhes

I'he Company s internal control 1s aimed at creating and mamntammimng an orgamsaticn which enables the prevention and management of rishs
particularly those of an economuc financial and legal nature to which the Company may be exposed, even though no absolute guarantee of a
total absence of nish can ever be provided The major nsks during the pertod were

[ntellectual property — the Company has a portfoho of trademarks, these are sirategic assets Trademarhs and the products themselves may be
ininnged or counterfeited by economic players wishing to llegally benefit from their reputation and goodwill The Group’s legal department
1s entrusted with the protection of these asscts

Before filmg trademarks and as a part of the New Product Development process, prior rights searches are conducied In view of the number
of countries in which the products are sold, we cannot rule out the possibility that third parties may claim prior nights with regard to certain
I'he Body Shop® products and services s 15 a potential nisk that has to be cited even though the likelihood of s occurrence 15 low due to
the care taken when conducting prior nghts searches

Product quali and safety — Consumer safety 15 an absolute prnionity The Company evaluates the safety of raw matenals and fimshed
products, and 1s vigilant with regard to any new scientific data in cooperation with the relevant authonties and 15 cautious in the event of
substitution resulting from a proven nish

Page 2




THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

lmage and reputation — The Company’s repulation and brand ymage may be compromised at any time  a globalised world where the report
of an mecident 15 conveyed from one continent to the next at the speed of the mternet The Body Shop International PLC has incorporated
cnsis management procedures to prevent, manage and hmut the consequences of undesirable events on the Company The Body Shop
International PLC has deployed an ethics charter throughout its Group aimed at remnforcing the rules of good conduct which ensures the
icgrity of The Body Shop and enforces 1ts ethics The purpose of these rules of good conduct 1s to gwide actions and behaviour, inspire
choices and employ the Company’s Values in the everyday acts of every one of 1ts employees

Changes 1n regulations — The Body Shop International P1.C must fully comply with local legislation and it strives to adopt an attitude
beyond reproach The Body Shop International PLC asks 15 empioyees 1o comply with these regulations

Competition - The Body Shop international PL.C 1s subject to constant pressure from tocal and ntemational competitors This competition 15
healthy 1t leads our teams to always do their best to serve the interests ot consumers and our brand

Information systems — The nisk of a malfunction or breakdown m our iternal mformation systems for exogenous (extemnal) or endogenous
(internal) reasons cannot be precluded In order to mamimise the mmpact that this type of occurrence could have, we have strict rules with
regard to data backups, protection access and security to both computer hardware and sofilware applications

Fimancial and market risks — Fmancial nisks include foreign exchange risk and credit nish Due to its int¢rnational sales, the fluctuation of
matn currencies may therefore have an impact on the Company s results The Body Shop Intemmational PLC adheres 10 L"Oreal SA’s foreign
exchange nsk hedging policy The credit nsk may resubt from non-collection of recervables due to cash problems encountered by customers

Due to the longevity of the franchisee relationships that The Body Shop International PLC enyoys, the amount considered as posing a nisk of
non-collection for which a provision for liability 1s therefore booked 15 set out 1n note 16, representing 10 0% (2010, 5 3%) of gross accounts
recervable The financial and markets nisks of the business are discussed further 1n note 33

Liquidin Rush — All the Company's hiqudity needs are met completely and exclusively by L’Oreal SA, and as such the hqudity nsk s
mumimal [he L. Oreal Group's hiquidity nisk 1s managed with the primary aim of ensuring conttnued financing and optimising the financial
cost of debt

The L’ Oreal Group 1s rated by the credit rating agencies which respectively gave 1t, m June 2011 for Standard & Poor’s and wn June 2011 for
Moody’s and Fitch, the following shon-term credit ratings A l+, Pnme 1 and F1+

The Dhrectors have a reasonable expectation that the Company and the Group have adequate resources to continue in operational existence for
the foreseeable tuture Accorchngly, the going concern basis has been adopted in preparing the annual report and accounts

Insurance — The objective of the Companv s pohcy on insurance 1s to protect the Balance Sheet and Income Statement from the occurrence
of idennificd matenial nshs that could adversely aflect it This nsk transfer forms an mtegral part of the Company’s nsh management process

Post balance sheet events
There have been no material post balance sheet events that have ocurred to the date of signing

Capital structure
I'he Body Shop International PLC 15 a wholly owned substdiary of L. Oreal SA Details of the authonised and ssued share capital of the
Company are shown in note 24

Results and dividends

As the Company 1s wholly owned by L. Oreal SA, incorporated in France, 1t 1s not required to prepare consolidated accounts These financial
statements therefore present information about the Company as an individual undertaking, and not about its Group
The Directors recommended the payment of a dividend of £46 4m (2010 £35 8m)
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Directors

TI'he current directors are listed on page 1 of the accounts The Directors who served throughout the perod were as follows
Fredenic Ennabh (Chief Executive Officer) - appomted 3 1st March 2012

Sophie Gasperment (Executive Chawrman)

Jean-Paul Agon - resigned 18th Apnl 2012

Lady Sylvia Jay

Chnistran Mulliez

Geoff Skingsley

Directors’ indemnities
I'he ultimate parent undertaking has made qualifying third party indemnity provisions tor the benefit of the Company Directors which were
made during the year and remain 1n force at the date of this report

Supphier payment policy

The Company agrees payment terms with it supphiers and m the absence of any dispute, payments are then made as expeditiously as possible
withm such terms Terms will vary according to the country of supply and type of goods and services provided Trade payables of the
Company at 31 December 2011 were equivalent to 22 days (2010 26 days) purchases, based on the average dasly amount mvoiced by
suppliers duning the year

Employees
Details of the number of employees and related costs are set out in Note 5 1o the financial statements

The Company 1s dedicated to engaging and mspirmg customers 10 buy naturally mspired personal care products To do this, the Company
focuses on attracting and retaimng employees with great skills, knowledge and creative talent In return the Company offers a umque
opportunity for employees 10 be part of a globally recogmsed brand and to play an active role 1 promoting soctal and environmental change
through the Company's campaigmng volunteering and community-giving programmes

I'he Company has a long-established policy ot promoting diversity throughout the global business Internal and external recrwitment
processes are monitored to ensure there 15 no deliberate bias  Human resources policies reflect the Company's commitment to a far and equal
organisation where everyone 15 encouraged to succeed regardless of sex, race, sexual onentation, age or disability

In the event of an employee becoming disabled cvery effort 1s made to ensure that their employment with the Company continues and that
appropnate traming ts arranged

The Company mims to ensure that employees' pay and benefits are competitive 1n the marketplace A flexible bencfits programme 15 offered,
m winch employees can opt to trade certan benefits such as addimonal hohdays

The Company prides itself on ensuring that all employees are aware of its performance A mis of communication methods 15 used to engage
and inform emplovees including face-to-face commumication sessions and intranet

I'he Company formally consults employees via Consultation and Representation Committees, comprising employee-elected representatives

Our Values Agenda

The 2011 Values Report has been published online 1n an excittng interactive format To visn the Values Report please go 10
hitp /iwww thebodyshop com/_en/_ww/values-campaigns/index aspx

Sourcing Responsibly
Commumn Fair Trade

Community I'air Trade 1s a targeted purchasing programme pioneered by I'he Body Shop Through careful management, The Body Shop uses
1ts demand tor ingredients, gifts and aceessory items, to give marginahsed producers access to a market otherwise out of reach By frequent
engagement with a variety of stakeholders, m particular the producers themselves, The Body Shop strives to do this i a fair way

Followng a survey m 2011 with our 25 Commumity Fair Trade suppliers, we are proud to say that our programme positively impacts the lives
of over 300 000 people across the 21 countrnies we trade in Supporting not only the farmers and workers, but their famulies and commumittes
they hive in

In 2011 our total spend on Community Fair Trade Ingredients, Gifis and Accessories was £8 9 mithion
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Ethical Trade

The Body Shop requires its supphiers to sign up to 11s Ethical Trade programme, based on the prninciples of engagement of the Ethical Trading
Imtiative (ETI} Through a system of audits and outreach work, we constantly review information from the supply base that tells us of the
nights and conditions of the workers who make products on our behalf with a view o continuous improvement

As a leading member company of the ET1, we continued our programme of mowving ‘beyond cthical auditing’ to a more collaborative
approach, throughout 2011 Our capacity building programmes are designed to raise standards i hey areas like health and safety, and help
the peopte we buy from find more sustainable ways of runmng a productive and effective business Over {30 people have been through our
Ethical Trade {raining programmes in the UK, Thailand and China

In 2011 we continued to extend the scope of our Ethical Trade programme to our “tter two’ supphers i addition o our direct suppliers This
covers everything from how we clothe our staff, to how we run print and promotions

In 2011 the Ethical Trade Programme was externally assessed by The Institute for Market Ecology (IMO}

Palm Gl and wood

I'he Body Shop 15 a promenent member of the Roundtable on Sustammable Paim Ol (RSPO) and now sources 100% of its palm ol from RSPO
certified sustainable sources

The Body Shop 1s a member of the Worldwide Fund for Nature s (WWVF’s) Forest and Irade Network  All the commercially sourced wood
that we use 1n our accessories comes from sustainable sources as certified by the orest Stewardship Council (FSC)

Mimmsing our Impace on the em ronment

Climate Change — In 2011 we made some sigmficant progress towards achicving our carbon targets  We implemented onc of the largest, self
funded, solar PV nstallations m the UK on the roof of our mam Distnbution Centre  This nstallation 1s now providing almost a quarter of
our efectncity needs on the site 1n 2011 we also invested i pilots and tnals, to reduce energy consumption m our stores By using Building
Management Systems specifically designed for small retail outlets and by making changes to store highting, we were able to achieve
reductions 1n consumption of over 25% These changes are being rolled out to more stores i 2012

Aganst Arumal Testing
We have never tested fimshed cosmetic products on amimals and we do not ask others to test on our behalf We are among the few companies

to comply with the stringent requirements of the *Humane Cosmetics Standard’ (HCS) of the British Union for the Aboliton of Vivisection
(BUAV)

In 2009 we were awarded a Lifetime Achicvement Award by the Royal Society for Prevention of Cruelty to Animals (RSPCA) for our
contribution to achieving an EU wide ban on anmmal testing on finished cosmetic products

Qur campaigns
In 2011, The Body Shop’s Stop Sex Trafficking of Children and Young People campaign became the largest campaign in the Company's

history The campaign reached 65 countries and resulted 1t over 7 million signatures being presented to governments across the world, as well
as the United Natrons Human Rights Council  We betieve this to be the largest human nghts petitions ever presented to the UN  In response
to the campaign petitions, 20 countries worldwide commuited to protect children from sex trafficking by changing laws or adopting
mternational human nights standards creating change, which will remain in place for decades to come

Chantable and community involvement

The Company donated £1 Om (2010 £1 3m) 1o chantable organisations in the pertod, of which £0 7m (2010 £0 7m) was donated to The
Body Shop I oundation and the remaiming £0 3m (2010 £0 6m) to other organisattons  No political donations were made by the Company
The Company sechs to make a positive impact on the local commumties in which 1t operates In both the Company owned and franchised
markets throughout the world, staff are actively engaged 1n supporung many different community-based programmes

Research and development
The direct cost of research and development expenditure was £3 3m (2010 £2 4m)
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Directors’ responsibilities statement

The directors are responsible for prepanng the Annual Report and the financial statements in accordance with apphicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law the directors have elected to
prepare the financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union
Under company law the directors must not approve the financial statements unless they are satisfied that they give 2 true and faw view of the
state of afTairs of the company and of the profit or loss of the company for that period In preparing these financial statements, International
Accounting Standard 1 requires that directors

- properly select and apply accounting pohcies,

- present information, including accounting policies, 1n a manner that provides relevant, reliable, comparable and understandable
formation,

- provade additional dsclosures when comphance with the specific requirements in JFRSs are msuffictent to enable users to
understand the impact of particular transactions, other events and conditions on the entity's financial position and financial
performance and

-make an assessment of the Company's ability to continue as a going congern

The directors are respensibie for heeping adequate accounting records that are sufficient to show and explamm the company’s transactions and
disclose with rcasonable accuracy at any trme the financial position of the company and enable them to ensure that the financiat statements
comply with the Companses Act 2006 They are also responsible for safeguarding the assets of the company and hence for tahmg reasonable
steps for the prevention and detection of fraud and other wrregulanties

I'he directors are responsible for the mamtenance and integrity of the corporate and financial information included on the company’s website
Legsslation 1n the United Kingdom governing the preparation and dissemimation of financial statements may differ from legislation i other
Junsdictions

Auditor
Each of the persons who 1s a Director at the date of approval of this annual report confirms that
- 50 far as the Director 15 aware, there 15 no relevant audit information of which the Company's auditor 1s unaware, and
-the Director has taken all the steps that he/she ought to have taken as a Duwrector 1n order to make himsel herself aware of
any relevant audit information and to establish that the Company's auditor 15 aware of that information

Tus confirmation 1s given and should be interpreted in accordance with the provisions of s2347.A of the Compames Act 2006

Delotte LLP have expressed their wiltingness to continue 1n office as auditors and a resolution to reappomt them will be proposed at the
forthcoming Annuat General Meeting

Approved by the Board of Directors and signed on 1ts behalf by

I'redenc Ennabh
Director

~——————

19|06} 12
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INDEPENDENT AUDITOR'S REPORT TO THE MEMBERS OF
THE BODY SHOP INTERNATIONAL PLC

We have audited the financial statements of The Body Shop International PLC for the 52 weck period ended 31 December 2011 which
compnise the Income Statement, the Statement of Changes w Cquity, the Balance Sheet the Cash Flow Statement and the related notes 1 to
35 TThe financial reporting framework that has been applied in their preparation 1s applicable 1aw and International Financial Reporting
Standards (I'RSs) as adopted by the European Umion

T'hus report 15 made solely to the company's members, as a body, 1n accordance with Chapter 3 of Part 16 of the Companies Act 2006 Cur
audit work has been undertaken so that we might state to the company s members those matters we are required to state to them n an
auditor’s report and for no other purpose  To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other
than the company and the company’s members as a body, for our audu work, for this reperi or for the opmions we have formed

Respective responsibilities of directors and anditor

As explained more fully in the Directors Responsibatities Statement, the directors are responsible tor the preparation of the financial
statements and for being satisficd that they give a true and fair view  Our responsibihity 1s to audit and express an opinion on the financial
statements 1n accordance with applicable law and Iniernauonal Standards on Auditing (UK and [reland) Those standards require us to
comply with the Auditing Practices Board’s Ethical Standards for Auditors

Scope of the audit of the financial statements

An audit imvolves obtainung evidence about the amounts and disclosures n the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenial misstatement, whether caused by fraud or error  This includes an assessment of
whether the accounting policies are appropniate to the company’s circumstances and have been consistently apphied and adequately
disclosed the reasonableness of stgmficant accounting estimates made by the directors, and the overall presentation of the financial
statements !n addition, we read all the financial and non-financial informatien 1 the annual report to identify matenal inconsistencies
wilth the audited financial statements  1f we become aware of any apparent material misstatements or inconsistencies we consider the
imphications for our report

Opimon on financial statemen(s
In our opimien the financral statements
- give a true and fair view of the state of the company s affairs as at 31 December 2011 and of 1ts profit for the 52 week
period ended 31 December 2011,
- have been properly prepared i accordance with [FRSs as adopted by the European Unwon, and
- have been prepared 1n accordance with the requirements of the Companies Act 2006

Ominion on other matter prescribed by the Compantes Act 2006
In our opimon the mformation given m the Directors” Report for the financial year for which the financial statements are prepared 15
consistent with the financial statements

Matters on which we are required to report by exception

We have nothimg to report in respect of the following matters where the Compames Act 2006 requires us 10 report 1o you if, i our opinion
- adequate accounting records have not been kept, or returns adequate for our audit have not been recerved from branches
not visited by us or
- the financial statements are not 1n agreement with the accounting records and returns or
- certain disclosures of directors’ remuneration specified by law are not made, or
- we have not received all the nformation and explanations we require for our audi

Darren Longley (Semior Statutory Auditor)
for and on behalf of Delontte LLP

Chartered Accountants and Statutory Auditor
Southampton, United Kingdom

ZF Junc 2012
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THE BODY SHOP INTERNATIONAL PLC
INCOME STATEMENT

For the 52 weeks ending 31 December 2011

Continuing operations

Revenue
Cost of sales

Gross profit
Operating expenses
Restructuring costs

Operating profit

Investment revenues
Finance costs

Profit on ordinary acthivities before taxation

Tax

Profit for the period from continuing operations

Note

27

Restated

52 weeks 52 weeks
to 31 Dec to 1 Jan
2011 2011

£m £m

420 5 4051
(215 6) (206 8)
204 9 198 3
(168 &) (165 1)
{03) (0 6)
360 326

152 151
(19 2n
493 456
93) 95)
400 361
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THE BODY SHOP INTERNATIONAL PLC

STATEMENT OF CHANGES IN EQUITY

At 31 December 2011

Balance at 2 January 2010

Profit for the penod
Loss recogmsed on cash flow hedges
Deferred tax on cash flow hedges

Total comprehensive income for the period

Dividends
Share option cypenses

Balance at 1 January 2011

Profit for the penod
Profit recognised on cash flow hedges
Deferred tax on cash flow hedges

Total comprehensive income for the period

Dividends
Share option expenses

Balance at 31 December 2011

Attributable to the equity holders of the Company

Share Share Other Retained Total
capital premium reserves earnings equity
£m £m £m £m £m
13 74 7 19 1782 266 1
- - - 364 361
- - (1 6) - (16}
- - 035 - 035
- - () 361 350
- - - (220) (220)
- - 09 - 09
113 747 17 1923 2800
- - - 400 400
- - 10 - 10
- - (03) - 03}
- - 07 400 407
. - - (358) (35 8)
- - 13 - 13
113 747 37 196 5 286 2
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THE BODY SHOP INTERNATIONAL PLC

BALANCE SHEET

At 31 December 2011

31-Dec 01-Jan
201 2011
£fm £m
Note
Assets
Non-current assets
Goodwill 11 78 77
Other intangible assets 12 28 24
Property, plant and equipment 13 473 430
Investments t4 1554 1555
Deferred tax asset 20 09 11
2142 2147
Current assets
Inventories 15 853 659
I rade and other receivables 16 682 542
Cash and cash equivalents 17 145 260
Dernvative financial instruments 19 23 13
170 3 147 4
I'otal assets 3845 3621
Liabihties
Current habilities
[rade and other payables 22 (69 5) (56 6)
Current tax habilihes 37 62)
Obhigatons under finance leases 21 (18) (17)
Borrowings 18 (8 0) (20)
Provisions 23 02 ©5)
Derivative financial instruments 19 (32) 2n
(86 4) 697
Net current assets 839 771
Non-current habilities
Deterred tax habihty 20 25 2
Obligations under finance leases 21 94 (L))
(119 (12 4)
Total habshities (98 3) (82 1)
Net assets 2862 2800
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THE BODY SHOP INTERNATIONAL PLC
BALANCE SHEET (CONTINUED)

At 31 Pecember 2011

Note
Equity
Share capital 24
Share premium account 25
Other resetves 26
Retained earnings 27
Total equity

31-Dec 01-Jan
201 2011
£m £m
13 113
747 747
37 17
196 5 1923
2862 2800

The financial statements were approved by the Board of Directors and authonsed for 1ssue on 19 June 2012

The Company's registered number s 01284170

They were signed on 1ts behalf by

Frederic Ennabli
Iirector -
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THE BODY SHOP INTERNATIONAL PLC

CASH FLOW STATEMENT

At 31 December 2011

Cash flows from operating activities

Opecrating profit

Depreciation

l.oss on disposal of property, plant and equipment
[ncrease m provision agamst subsidianes
Amortisation

Reversal of Impairment of assets

Share option charge

Other gains and losses

Exchange movement

Changes mn working capital

(Increase) i nventones

(Increase)/decrease n trade and other receivables
Increase/(decrease) in trade and other payables
(Decrease} in provisions

Income tax paid

Net cash from operating actvities

Investing activities

Interest recerved

Interest pad

Purchases of property, plant and equipment
Acquisition of intangible assets
Acquistiion of goodwll

Dividends recerved from subsichanes

Net cash trom investing activities

Cash flows used 1n financing activities
Capital element of finance lease rental payments
Duiidends paid to Company’s shareholders
Raising of borrowmgs

Net cash used 1o financing activities
Net (decrease)/increase in cash and cash equivalents

Cash and cash equivalents at beginmog of period

Cash and cash equivalents at end of pervod

52 weeks 52 weeks
to 31 Dec to1Jdan
2011 2011
£m £m
360 326
98 165
01 27
0t 23
13 16
07) 3
13 09
(1)

07 03
(194) (t37)
(14 8) 23
137 (0 5)
(03) Gh
(12 n Q26
157 283
¢l 01
a9 an
(93) (36)
09 (12)
on (6 6)
151 150
3.0 76
04) 04)
(358 (220)
60 -
(30 2) (22 4)
(115) 135
260 125
145 260
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS

For the 52 weeks ending 31 December 2011

1a  Basis of preparation and general information
‘The Body Shop Intemational PLC 1s a company mcorporated i the United Kingdom under the Companies Act The address of the
registered office 1s given within "Company Information” at the front ot these financial statements The nature of the Company’s
operations and 1its principal activitics are sct out on page 1 of the Directors Report
These financal statements are presented in pounds sterling because that is the currency of the primary economic environment in which
the Company operates
All the Company’s hquidity needs are met completely and exclusively by L’Oreal SA and as such the hquidity nisk 15 mammal The
L’Oreal Group’s hquidity risk 1s managed with the primary aim of ensuring continued financing and optinusing the financial cost of
debt
All references to 2011 n these financial statemenis relate to the 52 weeks ending 31 December 2011, or balances as at that date
Likewise all references to 2010 relate to the 52 weehs ending 1 January 2011, or balances as at that date

1b  Adoption of new and revised standards
The following new and revised standards and Interpretation have been adopted 1 the current year Their adoption has not had any
sigmficant ympact on the amounts reported in these financial statements but may wmpact the accounting for future transactions and
arrangements
Amendment to [FRS 1 Limited Exemption from Comparative IFRS 7 Disclosures for First-time adopters
IAS 24 (revised) Related party disclosures
Amendment to {AS 32 Classification of Rights Issues
Amendments to IFRIC 14 Prepayments of a Mimimum Funding Requirement
IFRIC 19 Extinguishimg Financial Liabihinies with Equity Instruments
Annual improvements to IFRSs 2011

At the date of authonsation of these financial statements, the following Standards and Interpretations which have not been applied in
these financial statements were n 1ssue but not yet effectuve (and in some cases had not yet been adopted by the EU)
Amendments to [IFRS 7 Financial instruments disclosures

IFRS 9 Fmancial mstruments - Classification and Mcasurement

IFRS 10 Consolidated financial statements

IFRS 11 Joint arrangements

IFRS 12 Disclosure ot mterest in other entities

IFRS 13 Fair value measurement

Amendments to 1AS 1 Presentation of 1tems of other comprehensive income

Amendments to IAS 12 Deferred tax — recovery of underlying assets

Amendments to IAS 32 Otfesting Financial Assets and Financial Liabihities

IAS 19 (revised) Lmployee benefits

LAS 27 (revised) Separate financial statements

[AS 28 (revised) Investments m associates and jont ventures

Annual improvements to IFRSs 2011

The directors anticipate that the adoption of these Standards and Interpretations 1n tuture periods will have no material impact on the
financial statements of the Company except for the measurement and disclosures of Finaneial Instruments when IFRS 9 comes inte
effect for periods commencing on or after 1 January 2013

Ic  Accountng policies
Ihe principal accounting policies adopted in the preparation of these financial statements are set out below The policies have been
consisicntly apphed to all periods presented, unless otherwise stated These financial statements have been prepared in accerdance with
International | mancial Reporting Standards (IFRSs and IFRIC interpretations) 1ssued by the Internanonal Accounting Standards Board
(IASBY) as adopted by the EU and with those parts of the Compames Act 2006 applying to companies preparing their accounts under
IFRS

Consolidated financiat statements have not been prepared as the Company has taken advantage of the exemption granted by section
228 of the Compamies Act 2006, since the Company itself 15 a wholly-owned subsichary Its immediate parent undertahing 1s L'Oréal
SA, a company incorporated n | rance and therefore established under the faw of a member state of the European Commumity As a
result, these accounts present mformation relating to the Company as an individual undertaking only and not as a group
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

1c

Accounting pohicies (continned)

Critical accounting judgments and hey sources of esiimation uncertainty

The preparation of financial statements under IFRS requires the Company to make estunates and assumpuions that affect the
application of policies and reported amounts Estimates and judgements are continually evaluated and are based on histonical
experience and other factors including expectations of future events that are believed to be reasonable under the circumstances Actual
results may differ from these estimates The estimates and assumptions which have a nsk of causing a matenal adjustment to the
carrying amount of asscts and lrabifiies mainly concemn the valuation of goodwill and provisions

Impairment of goodwiil

The Company 15 required to test whether goodwill has suffered any impairment The recoverable amount ts determmed based on the
value-mn-use calcutations The use of tlis method requires the esumation of future cash flows and the use of a suitable discount rate n
order to calculate the present vatuc of these cash flows Details of the impairment review calculation are set out in note 11

Provisions

A provision 1s recognised in the balance sheet when the Company has a present legal or constructive obligation as a result of a past
event, and it 15 probable that an outflow of economic benefits will be required to settle the obligation Details of provisions are
disclosed m note 23

Revenue
Revenue represents the iar value receivable m the ordinary coursc of business for goods sold and services provided It excludes
discounts given, VAT and other sales taxes

Management have histonically recorded sale of products to company owned markets on a net basis however, after reconsidering the
policy management have concluded that 1t 1s more appropriate to record the sales on a gross basts The correction has mcreased sales
by £81m (2010 £73m) and cost of sales by the same amount as the sales are made at ntl margin

Revenue 15 recognised as follows

Sale of goods - wholesale

Revenue 1s recognised when the Company has transferred to the customer the sigmificant nisks and rewards of the ownership of the
2o0ds, and retans neither continuing managenal tnvolvement to the degree usually associated wath the ownership nor the effective
control over the goods

Sale of goods - reta!
Revenue 15 recognmsed when the product 1s sold {o the customer Retail sales are usually m cash or by credit card The recorded
revenue 1s the gross amount ot the sale, including credit card fees payable for the transaction

Rovalty mcome
Royalty ncome 15 recogmsed on an accruals basis i accordance with the substance of the relevant royalty agreements

Sale of gift vouchers
Revenue trom the sale of gift vouchers 15 imtially recognised as a habiliy to the customer This 18 released to revenue as the vouchers
are redeemed

Sale of loyalty cards

Lovalty cards entrtle the hotder to discounted purchases and gifts for a lmited amount of time, n exchange tor an imitial payment fee
Revenues are deferred and amortised over the expected period of usage of the loyalty card, related to the titial fee payment In
addition, when a loyalty card 1s sold an appropnate accrual 15 made for the Company's liabihty to the customer for gifts of product due
under the terms of the card

Operating profit
Operating profit ss stated before investment income finance costs, other gams and movement in farr value of denvatives and forward
contracts

Goodwill
Goodwill 1s tested annually for impaimment and 15 carmed at cost less accumulated impairment losses Gamns and losses on the disposal
of an entity include the wnite off ot the remaming carrying amount of goodwill relating to the entity sold
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011
Ic  Accounting policies (cootnued)

Other ntangible assets

Other intangtble assets mamly relate to software They are measured mmally at cost and are then amortised on a straight-line basis over
their uscful economtc ife of three to five years  The amortisation charges for the year are icluded within operating expenses n the
income statement

Impairment

Assets that have an indefinite useful life are not subject to amortisation and are tested annually for impaiment Assets that are subject
to amorhisatton or depreciation are reviewed tor impasrment whenever asscts or changes in circumstances indicate that thewr carrying
amounts may not be recoverable An impairment loss 1s calculated as the amount by which the asset's carrving amount exceeds 1its
recoverable amount The receserable amount 15 the higher of the assets tair value less costs to sell and value in use For the purposes of
assessing smpairment, assets are grouped at the lowest levels for which there are separately identifiable cash flows

Property, plant and equipment
All property, plant and equipment 15 shown at cost less depreciation and provisions for impairments, with the exception of freehold
{and which 15 shown at cost less any provision for imparrment

Depreciation 1s provided on a stranght-line basis to write off the cost, less estimated residual value, of all tangible fined assets, except
freehold land over the expected useful hives Depreciation s calculated using the following rates

o Freehold property - over 50 years,
o Short term leasehold property - over the penod of the respective leases,
o  Plant and equipment - over 3 to 10 years

Inventory

Inventories arc stated at the tower of cost and net reahsable value

Cost 15 calculated at purchase pnce on the basis of weighted average prices together with any additional costs 10 bring the inventories
to therr present location and condition, net of any provision for obsolete and slow moving items

Net realisable value 15 based on estimated selling price less further costs to completton and disposal

Trade and other receivables

T'tade and other receivables are recogmsed inially at fair value and subscquently measured at amortised cost using the etfective
mterest method, kess provision for impairment

A provision tor impairment of trade and other receivables 15 established when there 15 objective evidence that the Company wilt not be
able to collect all amounts due according to the oniginal terms of receivables The amount of the provision 1s the ditference between the
asset’s carrying amount and the present value of estimated future cash flows, discounted at the effective interest rate The amount of
the provision 1s recogmsed 1n the mcome statement

Provisions

A provision 1s recognised when the Company has a present legal or constructive obligation as a result of a past ¢vent, 1t 1s probable
that an outflow of economtc benefits will be required to settle the obligation, and a rehable estimate of the amount can be made If the
effect 1s matenal, provisions are measured using the expected future cash flows discounted at a pre-tax rate that reflects current marhet
assessments of the time value of money and, where appropnate, the nisks specific to the hability

A provision for onerous contracts 1s recogmsed when the expected benefits to be derived by the Company from a contract are lower
than the unavendable cost of meeting 1ts obligahons under the conitract

Foreign currency translation

In prepaning the financial statements, transactions m currencies other than the enuty's functional currency (foreign currencies) are
recorded at the exchange rates prevailing on the dates of the transactions At cach balance sheet date, monetary assets and habilines
that are denominated in foreign currencies are retranslated at the rates prevailling on the balance sheet date

Exchange differences are recogmsed n profit or loss m the period 1n which they anse except for exchange differences on transactions
entered nto to hedge certain foreign currency nisks (see below under financial instruments / hedge accounting)
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

¢ Accounting policies (continued)
Research and development
Expenditure on internally developed products 1s capitahised 1if 1t can be demonstrated that
o 1t 1s techmcally feasible to develop the product for 11 to be sold,
o adequate resources are avaliable to complete the development,
o there 1s an intention to complete and sell the product,
o the Company 1s able to sell the product,
o sale of the product will generate future economic benefits, and
o expendtture on the product can be measured retiably
Development ¢hpenditire not satisfymg the above cnitenia and expenditure on the research phase of intemal projects are recogmised m
the income statement as incurred

Taxatron

The charge for current tax 15 based on the results for the year as adjusted for rtems which are non-taxable or disallowed It 1s calculated
using rates that have been enacted or substantively enacted by the balance sheet date

Deferred tax 1s accounted for using the balance sheet liability method in respect of temporary differences ansing from differences
between the carrying amount of assets and habilities in the financial statements and the corresponding tax basis used in the
computation of taxable profit

In principle, deterred tax liabilities are recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that 1t 1s probable that taxable profits will be available against which deductble temporary difterences can be utilised

Deferred tax 1s charged or credited win the income statemnent, except when 1t relates to 1tems crediied or charged directly to equity,
which case the deferred tax 15 also dealt with m equity

Leased assets

Leases of property, plant and equipment where the Company has substantially all the risks and rewards of ownership are classified as
finance leases

Assets held under finance leases are capitalised at the lower of the fair vaiue of the leased asset and the present value of the mimimum
lease payments The corresponding leasing commitments, net of finance charges, are included 1n habilities

Leasing payments are analysed between capital and interest components so that the interest element 15 charged to the income statement
over the period of the lease at a constant periodic rate of mterest on the remaimng balance of the liabihity outstanding

Al other leases are treated as operating leases with annual rentals charged to the income statement on a stratght-line basis over the
term of the lease

Pension costs
Contributions to the Company's Group Personal Penston Plan are charged to the income statement i the year in which they become
payable

Share based payments
Upon the acquisition of the Company by L Oreal SA 1 2006, the Company dehisted from the London Stoch Exchange As a result all
share awards and opuons granted under the Company lapsed as at 235 July 2006

Pursuant to the share option scheme of L’Oreal SA (the Scheme™) the board of directors of L’Oréal SA may at its discretion, grant
options to ehgible participants, icluding directors of The Body Shop International PLC and 1ts subsidiary compames Details of
options granled under that scheme and of the related costs incurred by the Company can be found m notes 6 and 31

The Company has applhed the requirement of IFRS 2, Share-based Payments, to all grants of share options or share awards that werg
vested as of 29 February 2004 or have been granted since that date

Full detatls of the share optiens scheme of L’Oréal SA can be found in therr financial statements

Finanaial asscts

The Company classifies it financial assets into one of the followmg categones, depending on the purpose for which the asset was
acquired Other than financial assets in a qualifymg hedging relationship, the Company's accounting policy for each category 15 as
follows
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THE RODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

lc  Accounting polictes {continued)
Loans and receivables
These assets are non-derivative financal assets with fixed or determimable payments that are not quoted i an active market They anse
principally through the provision of goods and services to customers (trade debtors) but alse mcorporate other types of contractual
monetary assel. They are carned at cost iess any proviston for imparrment

Held-to-maturity inyestments

These assets are non-derivative financial assets with fixed or determinable payments and fived matunities that the Company's
management has the positive intention and ability 1o hold to matunity These assets are measured at amortised cost, which changes
through the income statement

Financial habilities
The Company classifies its financial habilites mto trade payables and other monetary hatilities which are recogmised at amorttsed
cost

Dervatn e financial instruments

The Company uses derivatives (such as forward foreign currency contracts) and non-derivative financtal instruments (such as foreign
currency loans) to provide commercial hedges of is net investments m foreign subsidianies and agawnst forecast cash flows designated
n currencies other than the Company’s functional currency

Denvative financial instroments are nimally accounted for at cost and subsequently re-measured to farr value at each reporting date
Fhe gains or losses on re-measurement are tahen to the income statement except where the derivative 1s designated as a cash flow
hedge and the hedge 1s etfecuve in which case the gains or losses are tahen to equily untl such time that the hedged transactions are
recognised 1 the income statement at which tme the accumulated gams and losses recognised n equity wall also be recognised m the
meome statement

For financial instruments that do not qualify for hedge accounting, any gains or losses ansing from the changes m fair value are taken
directly to the income statcment

Hedging
In accordance with 1AS 39 the Company designates certain nshs bemng hedged into a cash flow hedge

Ihe gains or losses ansing from hedges ot the exposure to variability m future cash flows relating o firm commitments or highly

probabic lorecasted transactions are deferred in equily Deferred gains or losses arc releascd when the forecasted transaciions occur
Any incffective portion of the hedge 15 always recogmsed immediately in the mcome statement
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

2 Revenue

Sale of goods
Royalties
Freight income

Restated

52 weeks 52 weeks
to 31 Dec to1Jan
2011 PN

fm £m

3834 3686
3214 342

50 23

4205 4051

Management have histonically recorded sale ot products to company owned markets on a net basis however, after reconsidenng the policy
management have concluded that 1t 1s more appropnate to record the sales on a gross basis The correction has increased sales by £81m

(2010 £73m) and cost of sales by the same amouni a5 the sales are made at nil margin

3 Operating expenses

Operating costs relating te Company-owned shops The Body Shop At Home™ and the intenet

Selling and distribution costs
Admimstrative expenses

Restructuring costs

4 Operating profit
Operating profit for the penod has been amived at after (creduting)charging

Net foreign exchange loses

Research and development

Depreciation of property, plant and equipment
Depreciation of property, plant and equipment held under finance
Reversal of impairment of property, plant and equipment
Amortisation of intangible assets

Loss on disposal of property, plant and equipment

Stock written of T

Bad debis written oft / (credited)

OQperating lease rentals - Land and buwildings
Operating lease rentals - Other

52 weehs 52 weeks
to 31 Dec to 1 Jan
2011 2011
£fm £m

881 863
156 144
649 64 4

168 6 1651
03 06
1689 1657

52 weehs 52 weehs
to 31 Dec to 1 Jan
2011 2011
£m £m

13 04

33 24

85 101

13 i4
07N (23)

13 16

ot 27

14 08

o] (0 4)
287 298
08 07
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weehs ending 31 December 2011

4 Operating profit (contmuced)

52 weeks 52 weeks
to 31 Dec to 1 Jan
2041 201
£m £m
Auditor's remuneration
Fees payable to the company s auditor for the audit of the company's
annual accounts 03 02
Fees payable to the company 's auditer and their associates for other services
to the group the audit of the company’s subsidianes pursuant to legislation 03 03
06 05
5 Staff costs and numbers
Costs duning the period, including directors emeoluments which are disclosed in note 6, were as follows
52 weehs 52 weeks
to 31 Dec to 1 Jan
2011 2011
£fm £m
Wages 5359 550
Redundancy costs - 0t
Socia! secunty and other taxes 51 47
Penston 28 30
Share based payments 13 13
64 8 64 1
{he average number of employees during the penod was as tollows
52weehs 52 weehs
to 31 Dec to T Jan
2011 201}
£fm £m
Administration 574 594
Distrsbution / manutactuning 122 196
Shops 2,269 219%
2,965 2,989
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

6 Directors’ remunerstion
The tota! amounts for directors’ remuneration was as {ollows

Emoluments

There were no directors in the Company defined contribution pension scheme in esther period

One director was 1ssued share options during the period (2010 one director)

No directors exercised share options durning the peniod (2010 one director)

During the year one director recerved shares under long term incentive schemes (2080 one director)
The emoluments of the highest paid director were £0 7m (2010 £0 7m)

The Board consider the directors to constitute key management personnel

7 Invesiment resenues

Dividends received

Interest revenue
Loans and receivables {including cash and bank balances)

8 lFinance costs

Interest on bank overdralls and intercompany loans

Interest on obhigations under finance leases

52 weeks 52 weeks
to 31 Dec to 1.Jan
2011 2011

£m £m

a7 Q7

07 07
52 weeks 52 weehs
to 31 Dee to 1 Jan
2011 2011

£m £m

I51 I50

01 01

152 151
52 weeks 52 weeks
te 31 Dee to 1 Jan
2011 2011
£m £m

07 02

12 19

19 21
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weehs ending 31 December 2011

9 Tax
Anatysis of charge 1n pernod

Current tax
Current perniod charge
Prior pertod credit

Deferred tax
Current period (credit)/charge

Total tax charge

Tax on items charged to equity

Deferred tax on share based payments
Deferred tax on cash flow hedges

The charge for the pertod can be reconciled to the profit per the income statement as lollows

Profit on ordinary acuivittes before tax
Profit on ordnary activities multiphied by the rate of UK corporation tax of 26 5% (2010 28%)

Effects of

Expenses not deducnble for tax purposes
Non taxable dividends

Overseas tax suftered

Double taxation relief

{nher

Prior period adjustment

Total taxation

52 weehs 52 weeks
to 31 Dec to 1 Jan
2011 2011
£m £m
97 107
02) (12)
95 95
(02) -
93 93
52 weehs 52 weeks
to 31 Dec to 1 Jan
2011 2011
£m Em
01
(03) o5
(02) 05
52 weeks 52 weeks
to 31 Dec to | Jan
2011 2911
£m £m
493 456
131 128
07 17
{4 0) {4 2}
10 05
(10) {0 5}
©2) 01
(03) 09
93 95
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

10 Dividends

Amounts recognised as distnibutions to equity holders in the
penod

Final dividend for the pertod ended | January 2011 of 15 8p
pet share paid 1n 2011

Final dividend for the penod ended 2 January 2010 of 9 7p
per share pad 1n 2010

Proposed final dividend tor the period ended 31 December
2011 of 20 5p per share

Proposed final dwidend tor the peniod ended 1 January 2011
of 15 8p per share

52 weeks 52 weehs
to 31 Dec to 1 Jan
2011 2011
£m £m

358 -

- 220

358 220

464 -

- 358

The proposed final dividend is subject to approval by shareholders at the Apnual General Meeting and has not been included as a hability

within these financial statements
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

11

Goodwill

Cost
At 2 January 2010

Additions
At 1 January 2011

Additions

At 31 December 2011

Carrying amount
At 31 December 2011

At 1 January 2011

Impairment tests for cash generating umts containing goodwill

£m
71

06

77

01

78

78
77

Goodwill with an indefinite useful hife 15 allocated to the Company's cash generating units  Management have determined the cash
generating unit to be the sales district  This 1s based on the cash inflows of the stores wathin the same district being interdependent

The recoverable amounts of the Company’s cash generating units are determined based on value-in-use calculattons  These calculations
use cash flow projections based on actual operating results and on budgets approved by management Cash flows beyond the initial
budgeted pertod are extrapolated using a growth rate of 0% (2010 0%) The growth rate does not exceed the long-term average growth
rate for the cosmetics and beauty products retail business in which the cash generating unit operates A pre-tax discount rate of 7 §%
(2010 7 9%) has been used in discounting the projected cashflows This discount rate 15 determined by L Oreal SA and 1s the weighted

average cost of capital (WACC), adjusted by applying a country nisk premium 1f necessary

T'he Company has conducted a sensitivity analysis on the impairment test of each Cash Generating Umt A cut in the sales growth rate by
sixty basis points would result in the carrying value of goodwill being reduced to its recoverable amount  The sales growth rate for years 1

Lo 5 ranges from 0 5% to 1 5%
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

12 Other intangible assets

Cost

At 2 January 2010

Additions

Dhsposals

Asset reclassification (note 13)

At 1 January 2011
Addrtions
Asset reclassification (note 13)

At 31 December 2011

Amortisation

At 2 January 2010
Charge for the period
Dusposals

At 1 January 2011
Charge for the peniad

Disposals

At 31 December 2011

Carrying amount
At 31 December 2011

At 1 January 2011

Software
£m

17
12
2n
02

110
09
08

99

24
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks endmg 31 December 2011

13 Property, plant and equipment

Short term
Freeheld leaschold Ptant and
properties property equipment Total
tm im &m tm

Cost or valoation
At 2 January 2010 04 559 781 134 4
Additions 00 02 34 36 .
DMsposals - (26) o {3 6)
Asset reclassification {note 12) - - {0 2) {0 2)
At | January 2011 04 335 803 1342
Additions - 33 60 93
Dhsposals - {06) {150) (15 6)
Asset reclassification {note 12) - - (0 8} (0 8)
At 31 December 2011 04 562 705 1271
Accumulated depreciation
At 2 January 2010 - 308 471 719
Charge for the penod 01 22 92 115
[mpaimment reversal - zn 02) 23
Disposals - - (0 9) (¢ 9)
At 1 January 2011 01 309 552 362
Charge for the penod - 17 81 98
Impaiment - 01} (0 6) 7
Disposals - (0 8) (14 7) (15 5)
At 31 December 2011 01 317 480 798

Carrying amount
At 31 December 2011 03 245 225 473

At 1 January 2011

03 226 251 430

Impatrment loss

In 2011 the Company exited a finance lease asset arrangement Impairment had previously been recognised 1n relation to this asset and
was reversed 1 2011 as a result of this transaction

No assets have been pledged to secure the borrowings of the Company {see note 18)

The Company's obligations under finance leases (see note 21) are secured by the lessors’ title to the short 1urm leasehold property, which
have a carmying amount of £10 9m (2010 £11 8m)

At 31 December 2011, the Company had entered into contractual commitments for the acquisition of preperty, plant and equipment
amounting to £0 9m {2010 £0 3m)
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

14 Subsidiaries

*

*m
v

*y

Cost of iInvestments 1n subsidiaries (less provisions)
Bought forward

Increase in provisions agamnst subsidiary undertakings
Provisions against subsidiary undertakings written back

Camed forward

The Company’s pnincipal subsidianes at 31 December 2011 were

% Holding of

ordinary

shares

Soapworks Liumted 100
The Body Shop Worldwide Limited 100
The Body Shop Global Travel Retait Linited 100
{he Body Shop Canada Limited 100
Skin & Hair Care Preparations Inc 100
Buth-Na-Bodhaige Inc 100
The Body Shop (Singapore) Ple 1 td 100
The Body Shop International {Asia Pacific) Pee Ltd 100
The Body Shop Hong Kong Limted 100
Mighty Ocean Company Limited 100
The Body Shop (France) SARL 100
The Body Shop Betethgungs GmbH 100
The Body Shep Benglux BY 100
The Body Shop Netherlands BV 100
The Body Shop GmbH 100
B S Denmark AfS 100
The Body Shop Svenska AB 100
Cosmenatura SA 100
Dibel SA 100
Dibel 3 5A 100

Country of
m¢orporation
and operation

Great Britain
Great Bntain
Great Britain
Canada
USA

USA
Singapore
Singapare
Hong Kong
Hong Kong
France
Germany
Nethertands
Netherlands
Austna
Denmark
Sweden
Spain
Portugal
Portugal

52 weehs 52 weehks

to 31 Dec to 1 Jan

2011 201

£m £m

1555 1578

(06) (33}

0s 10

155 4 1555
Apgregate

amount of Retained

share capital
and reserves
as at 31 Dec

1

£m

30
89
(03)
717
913
36
55
12
195
126
60
143
on
04
39
18
69
19
29
04

profit or (loss)
for the pertod
ended 31 Dec
2011

m

(16)
V7
0 3)
ot
10
(70 0)
54
11
65
125
a9
2n
@mn
@4
39
©on
70
14
04
©2)

*1 Denotes that Scapworks Lid changed 1ts name on 5 January 2011 to The Body Shop Quecnslie 1.td and that 1t sold 1ts trade and assets

on the same date and became a non-trading company from this date

*11 Denotes that Buth-Na-Bodhatge Inc 1s indirectly owned by T'he Body Shop Intemational Pic, direct ownership 1s held by Skin & Hawr

Care Preparations Inc

*1m Denotes that Mighty Ocean 1s indirectly owned by The Body Shop Intemational Ple, direct ownershtp 1s held by The Body Shop Hong

Kong Limited

*1v Denotes that The Body Shop (France} SARL and B § Denmark A/S are indirectly owned by The Body Shop Intemational Plc, direct

ownership 1s held by The Body Shop Worldwide Limited

*v Denotes that The Bedy Shop Netherlands BV 13 indirectly owned by The Body Shop [ntemanonal Ple, direct ownership 1s held by The

Body Shop Benelux BY

*vi Denotes that Dibel 3 SA 1s indirectly owned by The Body Shop Intemationa! Ple, direct ownership 1s held by Dibel SA
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weehs ending 31 December 2011

14 Subsidiaries (continued)

Inv estments

The Body Shop Queenslie Limited *

The Body Shop Worldwide Limited

The Body Shep Global Travel Retail Limated
The Body Shop Canada Limited

Skin & Harr Care Preparations Ine
Buth-Na-Bodhaige Inc

The Body Shop (Singapore) Ple Lid

The Body Shop International {Asia Pacific) Pte Ltd
The Body Shop Hong Kong Limated

Mighty Ocean Company Limited

The Body Shop (f rance) SARL

The Body Shop Beteiligungs GmbH

The Body Shop Benelux BV
The Body Shop Netherlands BV
The Body Shop GmbH

B S Denmark A/S

The Body Shop Svenska AB
Cosmenatura SA

Dibel SA

Dnbel 3 SA

Principal activiny
This company manufactures soap, home fragrance oils and related
products

This company acts as a holding company and does not otherwise
trade

This company trades in The Body Shop® products through arrine
and airport outlets around the world

This company wades in The Body Shop® products in Canada

This company acts as a holding company wn the USA and does not
otherwise trade

This company trades in The Body Shop® products in the USA
through retail outlets and through the internet

This company trades in | he Body Shop® products m Singapore
through retail outlets

his company operates the Asia Pacific region on behalf of The
Body Shop Internattonal PLC

This company acts as a holding company in Hong Keng and does not
otherwise trade

This company trades in 'he Body Shop® products in Hong Kong
{is company trades in T'he Body Shop® products in France

This company trades in ['he Body Shop® products in Germany
through 1ts wholly owned subsidiary The Body Shop Germany gmbH

This company trades in [he Body Shop® products in the
Netherlands

This company trades in Fhe Body Shop® products in Belgium
This company trades in The Body Shop® products in Austria
This company trades in The Body Shop® products in Denmark
ITus company trades in T'he Body Shop® products m Sweden
Ttus company trades in The Body Shop® products in Spain

This company trades 1in The Body Shop® products tn Portugal

This company trades in T'he Body Shop® products in Portugal
through 1ts parent Dibel SA

* Denotes that The Body Shop Queenshe Ltd Ltd changed its name on 5 January 2013 from Soapworks Ltd and that it became a non-

trading company on this date
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

15

16

Inventories

Fimushed goods

Other financial assets
Frade and other recervables

Current assels
Trade receivables
Less provisions for impairment of recervables

Trade receivables - net

Amounts owed by subsidiary undertakings
Prepayments
Other recervables

Trade recervables

As at As at

31 Dec 1 Jan
2011 2011

£m £fm

853 659

52 weehs 52 weeks
to 31 Dec to 1 Jaun
2011 2011

£m £m

309 288
31 (15
278 274
267 142
124 119

13 07

682 5412

The standard credit penod provided on sales 15 30 days Trade receivabtes at the balance sheet date that have exceeded that period are aged
below Standard Company policy 1s to provide fully for all receivabies that are past due beyond 120 days and trade receivables between 30
days and 120 days are provided for based on estimated 1mecoverable amounts determined by reference to past default expenence or local

knowledge Interest 1s not charged on overdue recervables Recervables in respect of franchisees are provided tor where there 15 an

identified loss event, such as admimistration, recervership or hquidation, which 1s evidence of a reduction in the recoverability of the cash

flows

The Company policies with regard 1o credit nisk, and details of the management of such nisk, 1s discussed m note 33

Ageing ot past due receivables

30-60 days
60-90 days
90-120 days
120+ days

Total

As at Asal
31 Dec 1.Jan
2011 2011
£m £m
02 03
03 04
03 03
06 06
14 16
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16

Other financial assets (continued)
T'rade and other recervables {continued)
Movement in the allowance for doubtful debts

Balance at the beginning ot the period
Imparrment losses recognised
Imparrment losses realised

Balance at the end of the peniod

The provision balance above includes an element relating to some 1ntercompany recetvable balances

Cash and cash equivalents

Cash and cash equivalents

2011 2010
£m £m
15 21
17 01

{G1) N
31 13

As at As at

31 Dec 1Jan

2011 2011
£m £m
145 260

Cash and cash equivalents compnise cash held by the Company and short-term bank deposits with an original maturity of three months or

less In the opimion of the Directors, the carrying amount of these assets approximates to their fair value

Borrowings

Unsecured borrowing
Loans from related partics

Amount due for settlement within 12 months

01 January 2011
Loans trom related partics

31 December 2011
Loans from related parties

As at As at
31 Dec 1 Jan
2011 2011
£m £m

80 20

80 20
Sterhing Eures
£m £m

- 29

60 20
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18 Borrowings (continued)

Amounts repayable to related parties of the Company carry mterest of 0 97% - 1 82% (2010 0 71% - 0 91%) per annum charged on the
outstanding loan balances

The Body Shop International Plc 15 financed entirely through FINVAL, which s the financing arm of the 1'Oreal A in-house bank, via
L'Oreal Group Central Treasury The Company has no extemnal borrowing facilities Interest 1s charged on loans by FINVAL at arms-
length rate, that being 50 basts potnts above LIBOR or EURIBOR  The Company 1s therefore subject to interest rate vanations, and does
not hedge 1ts intercst rate nisk exposures

Interest due to | INVAL on loans 1s payable at the end of each monthly accounting period  Interest amounts outstanding at Ist January
2011 are mncluded m accruals  The average effective interest rates tor 2011 were 0 98% and 1 40% (2010 0 91% and O 86%) for loans
denominated 1n Sterling and Euros respectively

Dernative financial instruments

As at As at
31 Dec 1Jan
2011 011
£m £m
Dernatives that are designated and effective as hedging instruments carrred at fair value
Forward foreign currency contracts held as assets 23 13
Forward foreign currency contracts held as liabilities (32) 27
Net positton at the balance sheet date 09) (14)
Further details on Denvative financial instruments can be found 0 note 33
Maturity analysis of berrowings and derivative financial instruments
Within § year 2-5 years S5+ years lotal
£m £m £m £m
201
Borrowings 80 - - 80
Denvative liabilthies 32 - - 32
I'rade and other payables 610 - - 610
Obligations under finance lcases I8 49 46 12
39 49 46 834
2010
Borrowings 20 - - 20
Denvative habilities 27 - - 27
T'rade and other payables 503 - - 503
Obligations under finance leases 17 49 47 13
567 49 47 66 4
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20 Deferred tax

The tollowing are the major deferrcd tax liabihitics and assets recognised by the Company and movements thereon during the current and

prior reporting penod

Accelerated Share based Other Total

capital payments temporary

allowances differences
£m £m £m fm
As 2 January 2010 28) - 07 21)
Charge to income 01 04 (0 5 -
Charge to equity - - 05 03
As 1 January 2011 27 04d 07 (16)
Credit to 1ncome 02 - - 02
Charge to equity - 01 03) 02)
As 31 December 2011 (235) 03 04 {16)

Certain deferred tax assets and liabilities have been offset The following is the analysis of the deferred tax balances (after oftsct) for

financial reporting purposes

Deferred tax habilities
Deferred tax assets

As at As at
31 Dec 1 Jan
2011 2011
£m £m

{2 5) 27N
09 11
a6 (16)

Deferred tax assets are recognised in respect of temporary differences to the extent that the reahsation of the related tax benefit through
future taxable profits 1s probable  Under current tax legislation, deductible temporary difterences may be carmed torward for rehief against

future tax habilities

The Finance Act 2011 provided for a reduction in the main rate of corporatien tax 1o 25% from | April 2012, and wall decrease by a further
1% each 1 Apnl thereafter until reaching 24% with efiect from | April 2014 The rate of annual wrniting down altowances on qualifying
plant and machinery will reduce by 2%, to 18% lor the general capital allowance pool and to 8% for the integral features pool, with eftect

from 1 Apnil 2012
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21 Obligattons under finance leases
Minimum lease pay ments

Present value of lease

2011 2010 2011 2010
im im
Amounts payable under finance leases
Within one year 13 21 18 16
In the second to fiflh years inclusive 70 83 49 49
After five years 174 219 46 48
262 323 113 113
Less fuwure finance charges (14 9) (209 n/a nfa
Present value of lease obligations 1K} 114 112 It3
less Amount due for settlement within 12 months (shown (18) (1 6)
under current habilities)
Amount due tor settlement after 12 months 95 97

It 1s the Company s policy to lease certain propertics under finance leases The average lease term 1s 37 5 years For the period ended 31
December 2011, the average effective borrowing rate was 16 33% (2010 16 38%) [Interest rates are fixed at the contract date All leases

are on a fixed repayment basis and no arrangements have been entered into for contingent rental payments
All lease obligations are denomnated n sterling
The fair value of the Company’s lease obligations approximates to their carmying amount

The Company’s obligations under finance leases are secured by the lessors’ nghts over the leased assets disclosed m note 13
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23

Other financul habilitres
Trade and other payables

As at As at

31 Dec 1 Jan

2011 2011

£m £m

Trade payables 275 259
Social secunty and other taxes 55 35
Other pavables 76 23
Accrued espenses 181 154
Deferred income 30 28
Amounts due to subsidiary underiakings 78 67
695 566

Trade payables and accrued expenses principally comprise amounts outstanding for trade purchases and ongong costs The average credit
periad taken tor trade purchases 1s 22 days (2010 26 days} For most suppliers no interest 1s charged on the trade payables for the first 30
days from the date of the invoice Thereafier, interest 1s charged on the outstanding balances at vanous interest rates The Company has
financial nsk management policies 1n place to ensure that all payables are paid within the credit imetrame

The Directars consider that the carry ing amount of trade payables approximates to their fair value

Provisions
Onerous
contracts
fm
At 2 January 2010 62
Provision decreasc m the perrod 37
At 1 January 2011 05
Provision decrease in the period 03)
At 31 December 2011 02

All amounts are included within current habilities

The onerous contracts relate to buitdings which the Company no longer occupy The affected lease agreements expire within 2 to 24 years
Where possible the Company sublets the properties  The amounts due net of rents receivable under subleases are discounted at the
eflcctive rate of interest of 7 9%, being the weighted average cost of capital (WACC) determined by L’Oreal SA and as detailed further 1n
note 11

Page 33




THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

24

25

26

Share capital

Issued and fully pmd
226,710,201 ordinary shares ot £0 05 each

‘The Company has one class of ordinary shares which carry no nght to fixed income

Share premium account

Balance at 31 December 2011 and 1 January 2011

The share premum account consists of amounts subscribed for share capital in excess of thewr nominal value

Other reserves

Balance at 2 January 2010
Share oplion expenses
Foreign currency ferward contracts

Balance at 1 January 2011
Share option expenses

Foreign currency forward contracts

Balance at 31 December 2011

Hedging Reserve

As at3] Asatl

December January

2011 2011

im £m

13 i3

Share

premium

£m

47

Hedging Share based Total
reserve pavments

£m £m £m

01 [8 19

- 09 09

(11 - (11)

0

(10 27 17

- 13 13

07 - 07

(0 3) 40 37

The Hedging reserve represents the cumulative portion of gains and losses on hedging instruments deemed effective m cash flow hedges
The cumulative deferred gan or loss on the hedging instrument 15 recognised in profit or less only when the hedged transaction impacts the
profit or loss, or 15 cluded as a basis adjustment 1o the non-financial hedged 1lem, consistent with the applicable accounting policy
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28

29

30

Retained earmings

Balance at 2 January 2010

Dividends paid
Net profit for the period

Balance at 1 January 2011

Dividends paid
Net profit tor the period

Balance at 31 December 2011

Post balance sheet events
No matenal post balance sheet events have occured

Contingent habilities and guarantees

£m
178 2

(22 0)
361

1923

35 8)
400

196 5

The Body Shop Internationat PLC, acting 1t its capacity as holder of all 1ssued shares of The Body Shop Benelux B V has a guarantee in

place to accept, jointly and separately, hability for debts resulting from the legal acts of The Body Shop Benelux B V

Operating lease arrangements
The Company as lessee

As at
| 31 Dec
2011
£m
Mimmum lease payments under operating leases
recognised as an expense in the period 295

As at
1 Jan
201

£m

305

At the Balance Sheet date, the Company had outstanding commitments tor future mintmum lease payments under non-cancellable

operating leases, which fall due as follows

As at
31 Dee
2011
£m

Within one year 283
In the second to fifth years inclusive 790
After five years 333

As at
1 Jan
2011

£m

279
851
106

140 7

Operating lease payments represent rentals payable by the Company for certain ot its vanous outlets, warehouses and offices under non-
cancellable operating leases The leases have varying terms, escalation clauses and renewal nghts  The Company also leases items of plant

and equipment on short and medium terms teases The majonity of leases are subject (o rent reviews
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30 Operating lease arrangements (continsed)
Included in the above operating lease commitments, are leases whereby the Company has subsequently granted sub-leases to franchisces
and other third parties Due to the varying nature of both sub-lease durations and sub-lease incomes, 11 15 not possible to provide accurate
information as to the spht of expected incomes from sublet properties over future penods

Encome from sublet properties recogmised in the income statement 1n the current and pnior penods are as follows

52 weehs 52 weeks

to 31 Dec te 1 Jan

2011 2011

im tm

Income from sub-leases recognised in the period 11 b1

31 Share based payments
The board of directors of L'Oreal SA may, at its discretion grant options to acquire shares in L’Oréal SA 1o ehigible participants in¢luding
directors of The Body Shop Intemational PLC and its subsidiary companies
The dutails of the arrangements of L’Oreal SA were as follows

Stock option scheme

In accordance with IFRS 2 “Share-based payment”™, the value of the options granted calculated at the grant date 1s charged to the income
statement over the vesting peniod, which 1s generally 5 years Only options 1ssued after 7 November 2002 and not fully vested at 1 January
2006 are accounted for in accordance with standard I[FRS 2

The impact on the result of the penod of apphication of standard [FRS 2 1s booked on the Operating expenses line of the income statement
The group recognised total expenses in the year of £1 3m (2010 £1 3m) related to equity setiled share based payments transactions

The fair value of the stock options is determnned using the Black Scholes model This model allows for the charactenistics of the plan such
as exercise pnce and excroise penod, market data at the acquisiton date such as the nsk-free rate share price, volatilhity, expected
dividends and behavioural factors ot beneficianes

The medel 15 based on the following hypotheses

2011 2010
Rish-tfree rate of retumn 342% 2 83%
Expected hife span 8 years 7 years
Expected volatihity 23% 24%
Expected dividends 2 10% 1 86%
Share price 8568 80 50
Exercise price 8319 8003
Fair value 18 58 1717

Expected volatility 1s equal to the implicit volatility of the options listed on the MONEP at the grant dates As from 2007, tn order to
mihgate the eftects of the atypical phenomena, the retained volatility corresponds to the average between the implied volatihty at the grant
date and the lstonic volatility over the expected hife span of the option The expected hife span has been adjusted i order to match as
closely as possible the behavioural hypotheses of the beneficiaries
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32

Share based payments (continued)
The stock options granted to ehigible participants of The Body Shop Intemational PLC have no performance conditions attached These
have an evercise period of 5 years Details of the options granted are as follows

2011 2010
Number of Weighted Number of Weghted
share average share average
ophions  exercise price options  exercise price
{mulhions) (in €) {millions) {tn €)
Stock option schemes
Outstanding at beginning of penod 02 917 02 917
Granted during the penod (30,000 10 2001 1) 00 832 01 800
Forteited during the period - - [(1RY] -
Outstanding at the end of the period 02 02
Exercisable at the end of the peniod - -

Stock opuions were granted on 22 Apnl 2011 The aggregate of the esumated fair values of the options granted at that date 18 £4 1m

Retirement benefit schemes
Defined contrnbution schemes
The Company operates a group personal pension plan for 1ts employees, the assets of which are held in independently administered tunds

The pension charge represents contributions payable to the funds and amounted to £2 8m (2010 £3 O0m) Other creditors includes an
accrual of £0 4m (2010 £0 2m) in respect of accrued pension contributtons

Page 37



THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 31 December 2011

33

Financial Instruments

Categories of financial assets & habihbies

Financial assets
Denvative mstruments in designated hedge accounting relationships
Cash and cash equivalents

Loans & receivables
Tradc recevables
Amounts owed by subsidiary undertakings

Loans & receivables

Fmancial habthihes.
Dersvative instruments 1n designated hedge accounting relattonships

Amortised cost:

Payables

Amounts due to subsidiary undertakings
Borrowings

Amortised cost

Financial risk management objectives

As at 31 Asatl
Dec Jan
2011 2011
£m £m
23 13
145 26
168 273
278 274
267 142
545 415
713 68 8
32 27
617 499
78 67
80 20
775 586
307 613

[he Company actively manages the risks ansing from 1ils operations, as well as the financial mstruments put i place to mitigate

those nshs  The Board ot Directors has overall responsibility for the establishment and oversight of the risk management

tramework, and speaifically for ensuring that the Company has adequate policies, procedures and internal controls in place to
successfully manage and to muitigate the key nishs to which the company 1s exposed  As a whelly-owned subsichary of L Orcal SA,
The Body Shop International Ple 1s comphant with the Group s policies 1n all aspects of financtal management

The principal financial nsh groups for the Company can be categonsed as  foreign exchange nisk, interest rate sk hiquidity nish and

credit nsk
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33  Financial lnstruments (conttnued)
Foreign Currency Risk Management

The Company undertakes transactions denomnated in foreign currencies consequently eaposures to exchange rate fluctuations arse

In accordance with L’ Oréal Group rules all lughly probable future transactions i foreign currency are hedged tully and
sysiematically  This ts explamed in further detail below

The carryimg amount of the Company’s foreign currency denominated monetary assets and liabilities at the reporting date are as

follows,

AUD
CAD
DKK
EUR
HKD
JPY
MXN
SEK
SGD
TtIB
usp

Foreign Currency Sensitivity Analysis

The company 1s exposed to a number of a currencies in the course of 11s normal operations
The fellowing table detals the Company's sensitivity 10 a 8% merease and decrease in Sterling against the relevani foreign

Liabihities
2011 2010
'm 'm
- 01
00 03
04 472
57 40
00 00
02 101
00 183
- 01
08 29
48 446
82 65

Assets
2011

17
14
131
36

02
17
26
00
111

2010

29
106
110
310

84

26

74

37

00

85

currencies 8% represents management's assessment of the reasonably possibie change in foreign eachange rates  The sensitivity
analysis includes only outstanding foreign currcncy denominated monetary stems and adjusts their translanion at the penod end for an
8% change n foreign currency rates A positive number below indicates an increase in profit and other equity where Sterling

strengthens 8% against the relevant currency For a 8% weakening of Sterlsng agamst the relevant currency there would be a

comparable impact on the profit and other equity and the balances betow would be negative

Income statement
Equity

TOTAL

2011 2010
£m £m
(05) (035)
25 16
20 11
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33  Finanaial Instroments (continued)

Income
statement
0] Equity (n)
2011 2010 2011 2010
£m £m £m £m
Sensitivity by currency
AUD - - - -
CAD on on 12 08
DKK 1N - 02 02
EUR (06) (02) 18 20
HKD 0l o1 09 07
Py - - 0t 01
MXN - - 01 01
SEK - - 04 04
SGD - on 02 02
B on - (L0 210
usD 03 - (t4) {0 8)
TOTAL (035 {C3) 25 16

{1} This is mamly attributable to the exposure outstanding on recervables and payables in the Group at the balance sheet date
{u) I'is 1s a result of the changes 1n fair value of derrvative instruments designated as cash flow hedges

In management’s opinion, the sensihivity analysis 1s unrepresentative of the mherent foreigh exchange nisk as the year end exposure
does not reflect the exposure during the year Forward foreign exchange contracts used 1o hedge the following years forecast
cashilows are purchased prior to the end of the year (see below) The nomina! value of the portfolio, and sensitivity of cachange
rates on Other Equity 15 therefore more hikely to be greater than duning the rest of the year Due to the hedging policy operated the
mmpact on the Income Statement continues to be marginal

Yorward Foreign Exchange Contracts

To manage 1ts exposure to currency risks arsing in the course of 1ts normal operations, the Company uses derivatives arranged on 1ts
behalt by L Oreal Group Central Treasury The L'Oreal Group negotiates currency contracts only wath organisations with the
highest credit raungs [n accordance with L’Oreal Group rules, currency dervatives are sct up exclusively for the purposes of
hedging thus ensunng no speculative positions are taken

The Company 15 exposed to currency rish from transactions recorded on the balance sheet and from future transactions considered to
be highly prabable T'he L. Oreal Group's approach to currency nisk from its future commercial transactions 1s to hedge at the end of
the year a very signuficant part ot the currency nsk for the following year using denivative contracts on the basis of operating budgets
established n each subsichary

As part of this process the Company analyses all future foreign currency flows mn detarled forecasts for the coming budgetary year
The resulting nisks identified are hedged to a level between 80% to 100% using mostly forward contracts, and to a lesser extent
oplions, to reduce as far as possible its exposure to currency rishs  No other derivatives are used
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Financial Instruments (continued)

Forward Foreign Exchange Contracts (continued)

For The Body Shop International Plc highly probable transactions for foreign exchange risk fali into three principle categonies,
sales to subsidianes, royalty income and the purchase of stoch  Exchange rish from income anises pnmaniy from the USD, EUR

CAD and HKD which together account for just over 80% of the total exposures at the end of 2011
I'HB and EUR payments accounted for just over 90%

Om the purchases side USD,

o of the curreney portfolio It 1s specifically the volatility of GBI agamst

EUR,THB SEk and USD from the ttme of hedge contract purchase to the closing booking which has generated the fair value
revaluations reported above at 31 December 2011 A complete analysis of the portfolio held at the balance sheet date 2011 and 2010

1s provided

Only operating flows and payments for capital investments are hedged by the Company [t s not practice to hedge either loans,

mvestments or dividends

Summary of Denivative Financial Instruments

The following table details the forward foreign currency ("FC") contracts outstanding as at the year end

Buy
GBP/AUD
GBP/ICAD
GBP/DKK
GBP/EUR
GBPAIPY
GBP/MXN
GBP/SEK
GBP/SGD
GBP/THB
GBPUSD

Sell
GBP/CAD
GBPF/DKK
GBP/EUR
GBPHKD
GBPAPY
GBP/MXN
GBP/SEK
GBP/SGD
GBPAUSD

Net Buy/Sell

15
16
89
12
1198
216
107
20
494

13

26
80
10
120
1277
194
111
20
18

Average Exchange
Rate

20 2010

135
16
87
12
1273
193
107
20
464
16

16
86
12
120
12717
194
1l
20
16

2011
m

(0 3)
(3 6}
33
297
(102 7)
(arn
(00}
(12 7)
(888 8)
(66 9)

298
320
543
711
2902
437
656
197
418

Forergn Currency

2010
'm

04)
(12)
(12)
(193)
(60 2)
(19 6)
on
(112)
(1,339 6)
(545

179
342
619
1194
2957
422
592
154
370

Nominal Marhet Value

011 2010 201 2010
£m £m £m £m
(02} (02} - -
(22} 0 8} 01 -
{0 4) 01} - -
(25 9} (16 3) {09) 04
08  ©3) - -
(05) am - -
0o - - -
62) (56) 01 01
(18 3) (289) 04) (0 3)
427 349 06 04
(97 2) (88 3) (0 5) 06
183 114 0 5) on
37 40 - -
470 525 - 08)
138 100 - -
23 23 - -
20 22 - -
61 53 - (0 3}
96 77 - on
26 6 233 01 (04)
129 4 1189 {0 4) an

LR {at
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Fmancial lnstruments (conttnued)
Matunity analysis of borrowings and dervative financial instruments

Within 1
year 2-5years 5+ years Total
£m £m £m £m
2011
Borrowings 80 - - 80
Dernvative labilities 32 - - 32
Trade and other pavables 610 - - 610
Obligations under finance leases 18 49 46 112
739 49 46 834
2010
Borrowings 20 - - 20
Denivative liabilities 27 - - 27
Trade and other payables 503 - - 503
Obligations under finance [eases 17 49 47 113
567 49 47 66 4

Level 1 fair value measurements are those derived from quoted prices {unadjusted) in active markets for 1dentical assets or
habiliies

Level 2 fair value measurements arc those denived from mnputs other than quoted prices included within Level 1 that are observable
for the asset or tiability either directly (1 € as prices) or mdirectly (1 ¢ denived from prices) and

Level 3 fair value measurements are those derived from valuation techmgues that mclude inputs for the asset or liabihily that are not
based on obscrvable market data funobservable inputs)

2011 2010
Level 1 Level 2 Level 3 Levell Level2 Leveld
£'m £'m £'m £'m £'m £'m
Financial assets
Denvative instruments in
designated hedge accounting
relationships - 23 - - 13 -
Fmancial Liabilities
Derivative instnuments in
designated hedge accounting
relationships - 32 - - 27 -
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Fmanaal Instruments (continued)
Interest rate nsk management

Thus relates to the interest incurred on loans taken out with the L’Oreal 1n-house bank FINVAL and s explamed in further detail 1n
Note 18 Borrowings

Liquidity Rish

The Company 15 exposed to hiquidity nisk as part of its normal activities, which 1s exacerbated by the seasonal nature of the retal
business Borrowings traditionally peak during the third quarter as a result of inventory increases in preparation for Christmas
trading, whlst the benefits from the corresponding cash m-flows from sales receipts come in at the end of the year

The hquidity nisk pohcy ensures that the Company has sufficient funds to meet 1ts obhigations as and when they fall due and 1o
mamtaim sufficient fexibility 1o fund nvestment Liqudity requirements are assessed and reviewed regularlty through the forecasting
process In any case, all the Company's liqumidity needs are met completely and exclusively by 1.’Oreal SA, and as such the hqudity
rish 1S mimmat

Credit risk management
The Company sells to subsidianes, wholesale franchisees, travel retail and to the general public via its retatl outlets I'he Company
has policies and processes in place to ensure that wholesale sales are made to customers with an appropriate credit tustory and

adherence to the credit terms 1s closely monitored  Sales to retail customers are transacted in cash or major credit cards

Denvative counterpartics and cash transactions deait on our behatf through the L Oreal Group are limited to high-credit-qualiry
financial mstitutions The Group has policies that hmit the amount of credit exposure to any one financial mstitution and does not
have any sigmficant exposure to any single counterparty or any group of companies with simifar charactenistics

The carrying amount of financia asseis recorded n the financial statements 1s net of impairment losses and represents the
Company’s maximum exposure to credit nsh without taking account of the value of any collateral obtamed
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Related party transactions
Transactions between the Company and 1is subsidianes and transacuons between the Company and fellow subsidianes of
L."Oréal SA, the Company's ultunate parent undertahing, which are related parties are disclosed below

Trading transactions
During the period, the Company entered into the following transactions

2010

im

05
01
04

Sale of goods Purchase of goods Amounts owed by Amounts owed 1o
related parties net of  related parties net of
Including services Including services mpairment imparirment
2011 2000 2011 2010 2011 2010 20N
fm fm £m £m £m £m £m
TBS {France) SARL 55 39 il - 09 - 10
BS Denmark A/S 26 13 09 - 07 - 04
TBS Germany GmbH 92 54 26 - 14 - 19
TBS {Smgapore} Pre 107 102 08 - 25 12 --
TBS [nt1 {(Asa Pacthic) Pte 10 - 77 74 61 - 06
TBS Hong Kong Ltd 79 - - - - - -
TBS Mighty Ocean Co Lid 130 144 - - 35 23 -
TBS Canada Ltd 201 141 - - t7 19 -
TBS GmbH (Austria) 18 22 - - 05 03 -
TBS Benelux BV 31 14 18 - 07 - ¢4
The Body Shop Netherands BY 25 09 15 - 08 - 15
Dibel 3 19 27 01 - 04 06 -
TBS Svensha 104 84 - - 07 07 -
Cosmenatura SA 29 24 07 - 04 - 06
Buth-Na Bodhaige Inc 312 103 138 - 59 39 18 -
TBS Queenshe Ltd - - . 01 00 - -
TBS Anxrnicas 61 93 01 - 52 - -
1BS Worldwide Ltd - - - - 06 16 -
Cimarrones SA de CV 21 13 04 - 02 - -
The Body Shop Global Trave! Retail Ltd Bl - o1 - 03 - 01
Small subsidianes 09 07 - 00 22 15 09
Moyens Commmuns G G Clichy 01 - 36 21 01 - 01
L'Oreal Marly 05 10 - - - ot -
[ 'Oreal UK Limated - - 133 - - - -
l.elHoux et Jacques - - 62 02 - - -
Cosmenque Acue [nternational - - . 01 - - -
L'Oreal Golden - - - o - - -
Sanoflore Laboratowe Bio - - - 12 - - -
Beaute Createurs France 0l [1]] - - - - -
1.0Oreal USA Corporate - - 01 - - - -

All transactions with related parties are on the Company's standard payment terms of 30 days from the date of the invoice

The amounts outstanding are unsecured and will be settled in cash No guarantees have been given or received Provisions
have been made for doubtful debts b respect of the amounts owed by related parties totalling £0 3m (2010 £0 7m)
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Related party transactions (continued)

Loans from related parties

Loans from FINVAL

2011 2010
£m £m
80 20
80 29

Amounts repayable to related parties carry interest of 0 83% - 4 09% (2008 2 4% - 4 65%) per annum charged on the

outstanding loan balances

Ultimate parent undertalung

The Company's immediate and wltimate parent undentahing 1s L. Oreal SA a company incorporated in France and listed on the

French stock exchange

L*Oreal SA 1s the holding company respectively of the smallest and largest group of which the Company 15 a member and for
which group accounts are prepared  Copies of the group accounts may be obtained from its registered office at 14, rue Royale,

75008 Pans - France
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