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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT

The Dhrectors submit their annual report and the audited financial statements for the 52 week penod ended 29 December 2012 (2011 52
week period ended 31 December 2011)

Business review and principal activities

The Company develops distnbutes and sells naturally mspired skin and harr-care products and related accessories under "The Body Shop”
trademark and other Company owned intellectual property The Company distributes and sells such products through its own shops, home
sales, the internet and through franchised outlets and travel retarl It also acts 85 a holding Company

Dunng 2012 the Company proved resilient 1n a very difficult retail market environment Revenue for the year was £431 Tm (2011 £420 5m),
and a post tax profit of £44 Om (2011 £40 0m) There were 306 (2011 315) stores i the UK at 29 December 2012 of which 297 (2011
304) were company owned.

Growth continued across Asia and the Middle East However the economec chmate continued to hamper footfall m a number of European
countres

At the end of 2012, the brand had a total of 2,837 stores in 63 countnies (2011 2 748 stores in 62 countries)

Future prospects

Whilst we contmue to be confronted by challenges in some markets, as a direct result of the global cconomic downturn, our brand strategy for
2013 will ensure that our customers remain at the heart of all business decisions

In 2012 T'he Body Shop made sigmificant investment n a rebranding exercise “Beauty with Heart  New and exciting products such as, the
new BB cream range, were launched and have proved popular The new and improved "Pulse" store format was launched at the beginning of
2012 Tis improved format has resulted in an improvement 1 performance, foot fall and sales  Further investment will be made in 2013
with more "Pulse” store formats bemng rolled out

Further growth 1n 2013 will come from the launch of an increasing munber of mnovative products The Body Shop will continue to seek out
natural, effective ingredients from all four corners of the globe as part of its Commumity Trade programme which improves the living
conditiens of people worldwide

The Body Shop has been proud to announce the new Brand Activist, global superstar and cruelty-free campaigner, Leona Lewis 2013 will
see the release of Leona Lewss' own Limited Edition Collection

Through an unwavering and consistent implementation of 1ts strategy, putting a focus on generating more mnovative products and trailblazing
values activities to appeal to an increasingly demanding ethical customer, The Body Shop 1s confident i its ability to resist the continued
tough cconomic climate and to open the way to achueving sustainable growth worldwide

Further nformation on the Company 1s set out 1 the Annual Report of L’Oréal SA for 2012 which 1s available from the registered office at
14, rue Royale, 75008 Pans - France

Principal rishs and uncertainties

The Company’s internal control 15 aimed at creating and mamtaining an organisation which enables the prevention and management of risks,
partcularly thosc of an cconomic, financial and legal nature to which the Company may be exposed, even though no absolute guaraniee of a
total absence of sk can ever be provided. The major nisks during the penied were

[ntellectial property — the Company has a portfolio of trademarks, these are strategic assets I'rademarks and the products themselves may
be infringed or counterferied by economic players wishing to illegally benefit from their reputatron and goodwill The Group s legal
department 15 entrusted with the protection of these assets

Before filing trademarks and as a part of the New Product Development process, prior nghts searches are conducted In view of the number
of countries tn which the products are sold, we cannot rule out the possibility that third parties may claun prior nights with regard to certain
The Body Shop® products and services This 1s a potential nisk that has to be cited even though the hkelihood of 1ts occurrence 1s low due to
the care taken when conducting prior nghts searches

Product gnality and safery — Consumer safety 1s an absolute priority The Company evaluates the safety of raw matenals and finished
products, and 1s vigilant with regard o any new scientific data m cooperation with the relevant authorities and 15 cautious n the event of
substitution resulung from a proven nisk
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

fmage and reputanion — The Company s reputation and brand image may be compromised at any time in a globahised world where the report
of an mcident 1s conveyed from one continent to the next at the speed of the internet The Body Shop International PLC has implemented
crisis management procedures o prevent manage and linit the consequences of undesirable events on the Company The Body Shop
Intemational PLC has deployed an ethics charter throughout 1ts Group aimed at remforcing the rules of good conduct which ensures the
integnty of The Body Shop and enforces its ethics The purposc of these rules of good conduct s to guide actions and behaviour inspire
choices and employ the Company’s Values m the everyday acts of every one of its employees

Changes in regulanons — The Body Shop [nternational PLC must fully comply with local legislation and 1t strives to adopt an attitude
beyond repreach The Body Shop International PLC expects its employees to comply with these regulations

Competiion — The Body Shop International PLC 1s subject to constant pressure from local and international competitors Thus competition 15
healthy 1t leads our teams to always do ther best to serve the interests of consumers and our brand

Information systems ~ The nsk of a malfunction or breakdown in our internal information systems tor external or internal reasons cannot be
precluded In order to minimise the smpact that this type of occurrence could have, we have strict rules with regard to data bachups,
profection access and securnity to both computer hardware and software apphications

Financial and market risks ~ Fmancial nishs include toreign exchange nish and credit nsk Due to its international sales, the fluctuation of
main currencies may therefore have an impact on the Company s results The Body Shop Internaticnal PLC adheres to L’ Oreal SA’s foreign
exchange risk hedging policy The credut nisk may result from non-collechion of receivables due to cash problems encountered by customers
Due to the longevity of the franchisee relationshups that The Body Shop International PLC enjoys, the amount considered as posing a nsk of
non-collectton fer which a provision for laabihity 15 therefore booked 1s set out 1n note 16, representing 10 0% (2011 10 9%) of gross
accounts receivable The financial and markets risks of the business are discussed further in note 33

Insurance — The objective of the Company's policy on insurance 1s te protect the Balance Sheet and Income Statement from the occurrence
of identificd matenal nsks that could adversely affect it This risk transfer forms an integral part of the Company’s nsk management process

Liquidiy_Risk — All the Company's liquudity needs are met completely and exctusively by L'Oréal SA, and as such the hquidity nsh 1s
mimmal The L°Oreal Group’s Liquidity rish 1s managed with the pnmary aim of ensuring continued financing and optimising the financial
cost of debt

The L’Oreal Group ss rated by the crednt rating agencies which respectively gaveit, m June 2012 for Standard & Poor s Moody’s and Fitch,
the following short-term credit ratings Al+, Pnime | and F1+

Market and Economic Uncertamnties - As descibed previously, the company faces challenges from global economic condittons Futher
deterioration 1n the economic chimate may affect the company's results

QOther Uncertainties - Like all compan:zes The Body Shop International Plc faces the nisk of losing key employees however close ties with
L'oreal nutigate the potential loss of knowledge and experience

Going concern

The Drrectors have a reasonable expectatton that the Company and the Group have adequate resources as described further in Note 1 on page
13, to continue 1n operational existence for the foresceable future Accordingly, the gomng concern basis has been adopted 1n preparing the
annual report and accounts

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

Capital structure
‘The Body Shop [nternational PLC 15 a wholly owned substdiary of L’Oreal SA Details of the authonsed and 1ssued share capital of the
Company are shown 1n note 24

Results and dividends

As the Company 15 wholly owned by L’Oreal SA, incorporated 1n France, 1t 1s not required to prepare consohdated 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 £39 9m (2011 £46 4m)
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Directors

‘The current directors are listed on page | of the accounts The Directors who served throughout the period were as follows,
Fredenic Ennabl: (Chief Executive Officer) - appomnted 3 1st March 2012

Sophie Gasperment (Executive Chairman)

Jean-Paul Agon - tesigned 19th March 2012

Lady Sylvia jay
Chrnistian Mulliez
Geoff Skingsley

Directors’ indemmties
The ultimate parent undertaking has made qualifying third party indemnsty provisions for the benefit of the Company Drirectors which were
made during the year and remam in force at the date of this repont

Supphlier payment policy

I'he Company agrees payment terms with 1t supphers and in 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 29 December 2012 were equivalent to 20 days (2011 22 days) purchases, based on the average daily amount invoiced by
suppliers durmng the year

Employees

Details of the number of employees and related costs are s¢t out 1n Note 5 to the financial statements

The Company 1s dedicated 1o engaging and inspinng customers to buy naturally inspired personal care products To do this, the Company
focuses on attracting and retaimng cmployees with great skills, knowledge and creative talent  In return, the Company offers a unique
opportumty for employees to be part of a globally recogmised brand and to play an active role i promoting social and environmental change
through the Company's campaigning, volunieering and community-giving programmes

The Company has a long-cstablished policy of promoting diversity throughout the global business Internal and external recrurtment
processes are monttored to ensure there 15 no deliberate bias Human resources policies reflect the Company’s commutment to a fair and equal
organisanion where everyone 1s encouraged to succeed regardless of sex, race, sexual orentation, age or disability

In the event of an employee becoming disabled every effort 15 made to ensure that therr employment with the Company continues and that

appropriate trmming 1s arranged

The Company aims to ensure that employees’ pay and benefits are compettive in the marketplace A flexible benefits programme 1s offered,
n which employees can opt to trade certain benefits, such as addintonal holidays

The Company pndes 1tself on ensuring that all employees are aware of its performance A mix of communication methods ts used to engage
and mform employees mcluding face-to-face commumnication sessions and intranet

The Company formally consults employees via Consultation and Representation Committees, comprising employce-elected representatives

Our Values Agenda

We published a new version of our Values Report n 2012 To vasut the Values Report please go
htip /fwww thel shop com/content/pdfglobal-values report pdf

Sourcing Responsibly

Communit Faw Trade

Community Fair Trade 1s a targeted purchasmg programme pioneered by The Body Shop™ Through careful management, The Body Shop™
uses 1ts demand for ingredients gifis and accessory items, to give marginahsed producers access to a market otherwise out of reach By
frequent engagement with a vanety of staheholders, i particular the producers themselves, The Body Shop™ stnives to do this i a fair way

Our 25 Commumty Fair Trade suppliers posittvely impacts the lives of aver 300,000 people across the 21 countries we trade supporting not
only the farmers and workers, but their familtes and the commumities 1 which they live
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THE BODY SHOP INTERNATIONAL PL.C

DIRECTORS’ REPORT (CONTINUED)

Ethical Trade

The Body Shop™ requires its supplrers to commut to our Ethucal Trade programme, which is based on the principles of implementation of our
membership of the Ethical Trading Imtative (ETI) Through a system of assessments and outreach work, we constantly review information
from the supply base that tells us about the working conditions of the people who make our producis with a view 1o contiuous improvement

As a leading member company of the ET] the focus of our programme 1s to move “beyond ethical assessment to a more collaborative
approach This work 1s designed to raise standards in key areas like working hours, wages, health and safety and freedom of association [t
also aims to help the factorics we buy from find more sustamable ways of running a productive and effective business

We contimually look for ways to expand the boundartes of our programme by including other areas of our spend within 1ts scope  This work
mcludes how we clothe our shop staff. our shop fit and how we run our print and promotions

Our Ethical Trade Programme s externally assessed regularly by the Institute of Marketecology (IMO)

Pain Ol and wood

The Body Shop 15 a prominent member of the Roundiable on Sustamable Palm Ol (RSPO) and now sources 100% of its palm oil from RSPO
certified sustainable sources

The Bedy Shop 15 a member of the Worldwide Fund for Nature’s (WWF’s) Forest and Trade Network All the commercaally sourced wood
that we use in our accessores comes from sustamable sources as certified by the Forest Stewardship Council (FSC)

Protecting The Planet
In 2012 we continued a number of ymportant initiatives to Protect the Planet

The Body Shop coantinues as a prominent member of the Roundtable on Sustainable Palm 01l (RSPO) and now sources 100% of its patm o1l
from RSPO certified sustainable sources

The Body Shop are members of the Werldwide Fund for Nature’s (WWF’s) Forest and Trade Network All the commercially sourced wood
that we use 0 our accessores comes from sustamable sources as certified by the Forest Stewardship Council (FSC)

In 2012 we continued to manage our Wood Positive programme which 1s designed to ensure that ¢ach year we grow and preserve more wood
than we use m our packaging  In collaboration with the World Land Trust, we have already reforested and preserved a total of 102 hectares
n the Guapiagu Reserve in Ecuador  Qur focus has now turned to the Atlantic Ramnforest in Brazil, and the Southern Andes 1n Ecuador

[n 2012, our solar PV mstallations ¢n the roof of our main International Disinibution Centre provided almost a guarter of our elecincity needs
on the site  In 2012 preparations began to expand the mnstallation to 2 further buildings

Pulse 1s our new retail store design that was rolled out to over 300 stores around the globe during 2012 As well as presenting a vibrant and
high quality custemer shopping expenence, Pulse also delivers sigmificant energy savings when compared wath the previous shop fit designs
In 2012 we measured energy savings of up to 40% 1n sample stores across our 3 mternational zones

Against Amimal Tesung

We have never and will never test fimshed cosmetie products or mgredients on ammals and we do not ask others to test on our behalf The
Body Shop was proud to be one of the first cosmeiic companies to comply with the Bnush Umon for the Abolition of Vivisection’s (BUAV)
‘Humane Cosmetics Standard’ (HCS) which 1s intemationally recognised as the world s most stringent Against Ammal Testing accreditation

In 2012 we promoted the HCS's Leaping Bunny logo n all our store windows worldwide and added another chapter to our long history of
campargning Against Anmmal Testing when we supporied the launch of Cruelty Free International, a new tntemational organisation created by
the BUAV dedicated to ending cosmetics animal testing worldwide The Body Shop customers tn 55 countries signed a global pledge
supporting an end to ammal tcsting for cosmetics forever

Qur campaigns

In 2012, The Body Shop s Stop Sex Trafficking of Children and Young People campaign became the largest campaign in the company
history The campaign reached 65 countnies and resulted m over 7 mullion signatures being presented to governments across the world, as well
as the United Nations Human Raghts Council  We believe this to be the largest human nghts petrtions ever presented to the UN  In response
to the campaign petitions, over 20 countries worldwide comrmtted to protect children from sex trafficking by changing laws or adopting
mternational human nights standards creating change, which will remain 1n place for decades to come
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Charitable and commumty involvement

The Company donated £0 7m (2011 £1 Om) to chartable organisations m the penod, of which £0 6m (2011 £0 7m) was donated to The
Body Shop Foundation and the remaming £0 1m (2011 £0 3m) to other orgamsations No political donations were made by the Company
The Company seeks to make a positive impact on the local commumties i which 1 operates In both the Company owned and franchised
markets throughout the world, staff are actively engaged in supporting many different community-based programmes

Research and development
The direct cost of research and development cxpenditure was £3 8m {2011 £3 3m) All research and development costs have been recogmsed
through the Profit and Loss Account

Auditor
Each of the persons who 1s a Director at the date of approval of this annual report confirms that
-s0 far as the Director 15 aware, there 15 no relevant audit information of whech the Company’s auditor 1s unaware, and
- the Director has taken all the steps that hefshe ought to have taken as a Director in order 1o mahe limsel fherself aware of
any relevant audit information and to establish that the Company’s auditor 15 aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of 5418 of the Compames Act 2006
Deloitte LLP have expressed their willingness to continue in office as auditors and a resolution to reappoint them will be proposed at the
forthcoming Annual General Meeting

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

Fredertc Ennabli
Director

Page 6




THE BODY SHOP INTERNATIONAL PLC

DIRECTORS' RESPONSIBILITIES STATEMENT

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

Company law requires the directors to prepare financial statements for cach financial year Under that faw the directors have elected to
prepare the financial statements n accordance with Financial Reporting Standard 101 Reduced Disclosure Framewotrh  Under company law
the directors must not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of the
company and of the profit or loss of the company for that period  In prepanng these financial statements, the directors are required to

- select suitable accounting policies and then apply them consistently,
- mahe judgments and accounting estimates that are reasonable and prudent,

- state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed, subject 1o any matenal departures
disclosed and explained in the financial statements  and

- prepare the financial statements on the going concern basis unless 1115 mappropriate Lo presume that the company will continue in
business

The directors are responsible for keeping adequate accounting records that are sufficient 1o show and explam the company’s transactions and
disclose with reasonable accuracy at any time the financial position of the company and enable them to ensure that the financial statements
comply with the Compames Act 2006 They are also responsible for safeguarding the assets of the company and hence for taking reasonable
steps for the prevention and detection of frand and other uregulanties

The directors are responsible for the maintenance and integnty of the corporate and financial information included on the company’s website
Legislatton m the United Kingdom goverming the preparation and dissemnation of financial statements may differ from legisiation i other
junsdictions
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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 week period ended 29 December 2012 which
compnse the Profit and Loss account, the Statement of Changes in Equity, the Balance Sheet and the related notes | to 35 The financial
reporting framework that has been applied in their preparation s applicable law and Financial Reporting Standard 101 Reduced Disclosure
Framework

This report 1s made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the Companies Act 2006 Our
audit work has been undertaken so that we might state to the company’s members those matters we are required 1o 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 audit work, for this report, or for the opinions we have formed

Respective responsibilities of directors and auditor

As explained more fully 1n the Directors’ Responsibilities Statement, the directors are responsible for the preparation of the financial
statemnents and for being sausfied that they gave a true and fair view Our responsibility 1s to audit and express an opimon on the financial
statements 1n accordance with applicable law and International Standards on Auditing (UK and Ireland) 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 1involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenal misstatement, whether caused by fraud or error This includes an assessment of
whether the accounting policies are appropriate to the company’s circumstances and have been consistently apphied and adequately
disclosed, the reasonableness of significant accounting estimates made by the directors, and the overall presentation of the financial
statements In addition, we read all the financial and non-financial information n the annual report to identify matenal inconsistencies
with the audited financial statements 1f we become aware of any apparent material misstatements or tnconsistencies we consider the
mplications for our report

Opinion on finanaial statements
In our opinion the financial statements
- give a true and fair view of the state of the company’s affairs as at 29 December 2012 and of its profit for the 52 week
penod ended 29 December 2012,
- have been properly prepared 1n accordance with Financial Reporting Standard 101 Reduced Iisclosure Framework, and
- have been prepared in accordance with the requirements of the Compames Act 2006

Opunion on other matter prescnbed by the Compames Act 2006
In our opimion the information given in the Directors™ Report for the financial year for which the financial statements are prepared
1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Companties Act 2006 requires us to report to you 1f, 1n our opinion
- adequate accounting records have not been khept, or returns adequate for our audit have not been recetved from branches
not visited by us, or
- the financial statements are not 1 agreement with the accounting records and returns, or
- certain disclosures of directors’ remuncration specified by law are not made, or
- we have not recerved all the information and explanations we require for our audit

<

Darren Longley (Senior Statutory Audior} FCA
for and on behalf of Deloitte LLLP
Chartered Accountants and Statutory Auditor
Southampton, United Kingdom

2 June 2013

S
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THE BODY SHOP INTERNATIONAL PLC

PROFIT AND LOSS ACCOUNT

For the 52 weeks ended 29 December 2012

Confinuing operations

Turnover
Cost of sales

Gross profit
Operating expenses

Operating profit

[nterest receivable and similar income
[nterest payable and similar charges

Profit on ordinary activities before tax

Tax

Profit for the financial year

Note

27

2012 2011
£m £m
4317 4205
{(2183) (215 6)
2134 2049
{176 0) (168 9)
374 360
155 152
(18) (L 9)
511 493
an 93
449 400
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THE BODY SHOP INTERNATIONAL PLC

STATEMENT OF CHANGES IN EQUITY

At 29 December 2012

Balance at 2 January 2011

Profit tor 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

Profit for the penod

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

Total comprehensive income for the period

Dividends
Share option expenses

Balance at 29 December 2012

Equity attributable to the equty holders of the Company

Share Share Other Profit and

capital premium reserves loss account Total
£m £m £m £m £m
113 747 17 192 3 2800
- - - 400 400

- - 190 - 10

. - 03) - 03)

- - 07 400 407
- - - (35 8) (35 8)

- - 13 - 13
113 747 37 196 5 2862
- - - 449 440

- - (B} - (0n

- - 05 - 05

- - 04 44 0 44 4

- - - {46 4) (46 4)

- - 21 - 21
113 747 62 194 1 2863
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THE BODY SHOP INTERNATIONAL PLC

BALANCE SHEET

As at 29 December 2012

Fixed assets

Goodwill

Other intangible assets
Property plant and equipment
Investments

Current assets

Stock

Debtors

- due within one year

Cash at bank and in hand
Denvative financial instruments
Deferred tax asset

T otal assets

Creditors Amounts falling due within one year:
Trade and other payables

Current tax Liabihties

Obligations under finance leases

Bomrowings

Denvative financial mstruments

Net current assets

Creditors: Amounts falling due after more than one year.
Obligations under finance leases

Provisions for habilities

Total habilities

Net assets

Note

1
12
13
14

16
17
19
20

22
2]

18
19

21

23

2012 2011
£m £m
79 78
41 28

44 2 473

1559 1554

2121 2133

63 4 853

715 693

320 145
20 23
22 09

1711 1723

3832 3856

(77 2) (70 6)

21 G7n

(18) (13

(19 @0

30 (32)

(86 0) (87 3)
851 850

92) 94)

{an 27N

96 9) (99 4)

2863 2862
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THE BODY SHOP INTERNATIONAL PLC
BALANCE SHEET (CONTINUED)

As at 29 December 2012

2012 2011
£m £m
Note
Capnial and reserves
Called up share capital 24 113 13
Share premium account 25 747 747
Other reserves 26 62 37
Profit and loss account 27 194 1 196 5
Total shareholders'funds 2863 286 2

The financial statements were approved by the Board of Directors and authorised for 1ssue on

The Company's registered number 15 01284170

They were signed on its behalf by

Fredenic Ennabli
Director

12106/13
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS

For the 52 weeks ending 29 December 2012

Generalinformation

The Body Shop Intemational PLC 15 a company mcorporated in the United Kingdom under the Companies Act The address of the
registered office 15 given within "Company Informatton™ at the front of these financial statements The nature of the Company’s
operations and uts principal actvities are set out on page 1 of the Directors Report

These financial statements are presented m pounds sterhng because that 1s the currency of the primary economic envirenment tn which
the Company operates

These financial statements are separate financial statements The company 1s exempt from the preparation of consohidated financial
statements because it 1s mcluded n the group accounts of L'Oreal SA The group accounts of L'Oreal SA are availabie to the public
and can be obtained as set out in note 35

Significant accounting policies

Basis of accounting

The company meets the defimtion of a qualifymng entity under FRS 100 (Financtal Reporting Standard 100) 1ssued by the Financial
Reperting Council FRS 101 {Financial Reporting Standard 101) ‘Reduced Disclosure Framework’ was issued, by the Financial
Reporting Council, in November 2012 therefore the company decided on early adoption of the standard and the financial statements
have therefore been prepared in accordance with FRS 101

Details ot the parent in whose consolidated financial statements the company 15 included are shown m note 35 to the financial
statements
As permutied by FRS 101, exemptions frem applying the following requirements have been adopted
a) IFRS 2 ‘Share based Payment’ paragraphs 45¢(b) and 46-52,
b) IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operattons® paragraphs 33(b) and 33{c)
¢) TFRS 7 ‘Financial Instruments Disclosures’,
d} IAS | Presentation of Financial Statements paragraphs 10(d), 10(f), 39(c) and 134-136
¢} 1AS | ‘Presentation of Financial Statements’ paragraph 38 {requirement to present comparative information) n respect of
a IAS 16 ‘Property, Plant and Equipment” paragraph 73(¢)
b [AS 38 ‘[ntangible Assets’ paragraph 118(e), and
¢ IAS 40 *Investment Property” paragraphs 76 and 79{d}
f) 1AS 7 “‘Statement of Cash Flows
g) IAS 8 ‘Accounting Poircies, Changes m Accounting Estimates and Errors’ paragraphs 30 and 31,
h) 1IAS 16 ‘Property Plant and Equipment’ paragraph 74(c),
1) [AS 24 *Related Party Disclosures™ paragraph 17,
1) IAS 36 ‘Impairment of Asscts’ paragraphs 134(d)»(f) and (35(c)-(¢) and
k) 1AS 38 Intangible Assets’ paragraph 122(e)

The company has also taken advantage of the exemption from the requirements in AS 24 ‘Related Party Disclosures’ to disclose
related party transactions entered into between two or more members of the L'Oreal group where those party to the transaction are
wholly owned by a member of the group

Gowng concern

The Company has no external finance, has net assets and 1s in a cash-positive position The directors have confirmed that they have no
mtention to wind up the Company within 12 months from the date of sigming the accounts The directors therefore have reasonable
expectation that the Company has adequate resources to continue 1n existence for the foreseeable future and for this reason, they have
continued to adopt the going concern basis n prepanng the annual report and financial statements

Revenue recogmition
Revenue represents the fair value recervable i the ordinary course of business for goods sold and services provided It excludes
discounts given, VAT and other sales taxes

Revenue 15 recognised as follows

Sale of goods - wholesale
Revenue 15 recognised when the product 15 seld to the customer Retail sales are usually i cash or by credit ¢card The recorded
revenue 1S the gross amount of the sale, including credit card fees payable for the transaction

Sale of goods - retar!
Revenue 15 recogmsed when the product 1s sold to the customer Retail sales arc usually in cash or by credit card The recorded
revenue 1s the gross amount of the sale, ncluding credit card fees payable for the transaction
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

lc

Accounting pohicies (continued)

Sale of goods - online
Revenue 1s recognised upon despatch of the goods Online sales are all by credit card The recorded revenue 1s the gross amount of the
sale, ncluding credit card fees payable for the transaction

Royalty income
Royalty income 15 recogmsed on an aceruals basis in accordance with the substance of the relevant royalty agreements

Sale of gift vouchers
Revenue from the sale of gift vouchers 1s mitially recognised as a hability to the customer This is released to revenue as the vouchers
are redeemed

Saie of lovalty cards

Loyalty cards entitle the holder to discounted purchases and gifts for a linuted amount of tume, m exchange for an imtia) payment fee
Revenues are deferred and amortised over the expected pertod of usage of the loyalty card, related to the initial fee payment In
addition, when a loyalty card 1s sold an appropnate accrual s made for the Company's hability 1o the custemer for gifts of product due
under the terms ot the card

Operating profit

Operating profit 1s stated before imvestment income, finance costs, other gains and movement in fair value of denvatives and forward
contracts

Goodwll
Gioodwill 1s tested annually for impairment and 1s camed at cost less accumulated impairment losses Gams and losses on the disposal
of an entity nclude the write off of the remarming carying amount of goodwill relating to the entity sold

The Company 1s required to test whether goodwill has suffered any impairment The recoverable amount 1s determined based on the
value-in-use calculations The use of this method requires the estimation of future cash flows and the use of a suitable discount rate in
order to calculate the present valuc of these cash flows Details of the impairment review calculation are set out in note 11

Other intangible assets

Other mtangible assets mamly relate to software They are mcasured intually at cost and are then amortised on a siraight-line basis
over ther useful economuc hife of three to five years The amortisation charges for the year are included within operating expenses
the income statement

lmpairment

Assels that have an indefinite uscful hie are not subject to amortisation and are tested annually for impairment  Assets that are subject
to amortisation or depreciation are reviewed for tmpairment whenever assets or changes i circumstances indicate that therr carrying
amounts may not be recoverable An impaiment loss 15 calculated as the amount by which the asset's camying amount exceeds 1ts
recoverable amount The recoverable amount 15 the higher of the assets fair value less costs to sell and value in use For the purposes of
assessiNg imparment, assets are grouped 1n cash generating units for which there are separately identifiable cash flows

Property, plant and equipment
All property, plant and equipment 15 shown at cost less depreciation and provistons for impaimments, with the exception of freehold
land which 1s shown at cost less any provision for imparment

Depreciation 15 provided on a straight-line basis to write off the cost, less estmated residual value, of all tangible fixed assets, except
freehold land, over the expected usefil lives Depreciation 1s calculated using the following rates

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

Stock

Stocks are stated at the lower of cost and net reahsable value

Cost 1s calculated at purchase pnice on the basis of weighted average prices, together with any addiional costs to bring the mventones
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 completion and disposal
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

1e

Accounting policies (continued)

T'rade and other recen ables

Trade and receivables are recogmsed mnmally at far value and subsequently measured at amortised cost using the effective interest
method less provision for impawment

A provision for impairment of trade and other receivables 1s established when there 1s objective evidence that the Company will not be
able to collect all amounts due according to the original terms of recervables The amount of the provision 15 the difference 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 recogmised in the income statement

Provisions

A provision 1s recogmsed when the Company has a present legal or constructive obhigation as a result of a past event, 1t 1s probable
that an outflow of economic benefits will be required to setile the obligation, and a reliable estimate of the amount can be made If the
cffect 1s matenal provisions are measured using the expected future cash flows discounted at a pre-tax rate that reflects current market
assessments of the tme value of money and, where appropnate, the nsks spectfic to the hability

A provision for onerous contracts 1s recogmsed when the expected benetits to be denved by the Company from a contract are lower
than the unavoidable cost of mecting its obligations under the contract

Foreign currency translabon

In prepaning the financial statements, transactions in curencies other than the entity's funchional currency (foreign currencies) are
recorded at the exchange rates prevailing on the dates of the transactions At each balance sheet date, monetary assets and habihites
that are denomunated i foreign currencics are retranslated at the rates prevailing on the balance sheet date

Exchange differences are recogmsed m profit or loss i the peniod in which they arse except for exchange dafferences on transactions
entered mito to hedge certain foreign currency nisks (see below under financial instruments / hedge accounting)

Research and development

Expenditure on mternally developed products 1s capitalised 1f 1t can be demonstrated that

1t 1s techmically feasible to develop the product tor it to be sold,

adcquate resources are available to complete the development,

there 15 an intention to complete and sell the product,

the Company 1s able to sell the product,

sale of the product will generate future econormic benefits, and

expenditure on the product can be measured reliably

Development expenditure not satisfying the above eritena and expenditure on the research phase of internal projects are recogmised in
the Profit and Loss account as incurred

C 0 0 QC 0O

Taxation
The charge for current tax 1s based on the results for the year as adjusted for items 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 i respect of temporary differences ansing from differences
between the carrying amount of assets and habihties mn the financial statements and the corresponding tax basis used in the
computation of taxable profit

In principle, deferred tax habilities are recogmised for al! taxable temporary difterences and deferred tax assets are recogmsed to the
extent that it 1s probable that taxable profits will be available against which deductible temporary difierences can be uttised

Deferred tax 15 charged or credited in the income statement, except when it relates to tems credited or charged directly to equity, m
which case the deferred tax s also dealt with in equity

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

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

Leasmg payments are analysed between capital and interest components so that the interest element 1s charged to the income statement
over the penod of the lease at a constant periodic rate of interest on the remaiming balance of the hability outstanding

All other leases are treated as operating leases with annual rentals charged to the income statement on a straight-line basts over the
term of the lease
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

1c

Accounting policies (continued)

Pension costs

Contributions to the Company's Group Personal Pension Plan are charged to the income statement in the year in whach they become
pavable

Share based payments
Upon the acqursition of the Company by L'Oréal SA i 2006, the Company delisted from the London Stoch Exchange As a result all
share awards and options granted under the Company lapsed as at 25 Juty 2006

Pursuant to the share option scheme of L'Oréal SA (the “Scheme™) the board of directors of L Oreal SA may, at 1fs discretion, grant
options to ehgible participants, including directors of The Body Shop Intemational PLC and its subsidiary companies Details of
options granted under that scheme and of the related costs incurred by the Company can be fourd n notes 6 and 31

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

Full details of the share options scheme of 1. Oreal SA can be found n their financial statements

Financial assets

The Company classifies 1t financral assets nto one of the following categones, depending on the purpose for which the asset was
acquired Other than financial assets in a qualifying hedging relationship, the Company's accounting policy for each category 15 as
follows

Loans and recewvables

These assets are non-denvative financial assets with fixed or determinable payments that are not quoted 1n an active market They arise
principally through the provision of goods and services to customers (trade debtors), but also incorporate other types of contractual
monetary asset They are camed at cost less any provision for impairment

Held-to-matunty investments

These assets are non-denvative financial assets with fixed or determinable payments and fixed maturities that the Company's
management has the positive intention and ability to hold to matunty These assets are measured at amortised cost, which changes
through the income statement

Financial habihties
The Company classifies its financial habilittes into trade payables and other monetary habilities, which are recogmsed at amortised
cost

Derivative financial instruments

The Company uses derivatives (such as forward foreign currency contracts) and non-denvative financial instruments (such as foreign
currency loans) to provide commercial hedges of 1ts net investments m foreign subsidiaries and agamnst forecast cash flows designated
mn currencies other than the Company's functtonal currency

Derivative financial instruments are mitially accounted for at cost and subsequently re-measured to fair value at each reporting date
The gains or losses on re-measurement are aken to the income statement except where the denvative 1s designated as a cash flow
hedge and the hedge 1s effective 1n which case the gains or losses are taken to equity until such time that the hedged transactions are
recognised 1n the ncome statement, at which time the accumulated gams and losses recogmised in equity will also be recognised in the
mcome statement

For financial instruments that do not quahify for hedge accounting, any gamns or losses ansing from the changes in fair value are taken
directly to the incorne statement

Hedging
In accordance with 1AS 39 'Fmancial Instruments Recognition and Measurement' the Company designates certain nsks being hedged
1nto a cash flow hedge

The gamns or losses ansing from hedges of the exposure to vanability in future cash flows relating to firm comrmutments or highly
probable forecasted transactions are deferred in equity Deferred gains or losses are released when the forecasted transactions occur
Any meffective portion of the hedge 15 always recogmsed immedrately (n the income statement
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

1d

Critical accounting yjudgments and hey sources of estimafion uncertainty

The preparation of financial statements under Financial reporting standard 10t 'Reduced diselosure framework’ requires the Company
to mahe estmates and assumptions that affect the application of policies and reported amounts  Estimates and judgements are
continually evaluated and arc based on histoncal experience and other factors including expectations of future events that are belreved
to be reasonable under the circumstances Actual results may differ from these estimates The estimates and assumptions which have a
nsh of causmg a material adjustment to the camying amount of assets and habitics mamly concem the valuation of goodwill,
mtangible and tangible fixed assets, stock provisions, debtors provisions and derivatine valuation

Fair value of dernatives

The directors use thewr judgement 1 selecting an appropriate valuation techmiques for financial mstruments Valuation technigues
commonly used by market practitioners are applicd For derivative fmancial istruments, assumptions are made based on quoted
market rates adyusied for specific features of the instrument This may require estimaton of the future foreign exchange rates, and also
the appropriate discount rate

Trade recervables provisioning

Trade and other receivables are stated at therr norunal amount less expected impairment losses With respect to all provisions that are
based on estimates, there is a nsh that actual losses wicurred will vary sigmficantly from management expectation at the balance sheet
date, 1f hustoncal loss rates are not a good ind:cator of the actual credit sk profile of the year end receivables

Stock provisioning

Where necessary provision 15 made for obsolete, slow moving and damaged stock or stock shrinkage The provision for obsolete, slow
moving and damaged stock represents the difference between the cost of the stock and its replacement value The stock shrinkage
provision 1s based on a combmnation of both an estmate of the mventory nussing at the reporting date using histonical shrinkage
expenience as well as the prefile of aged stocks For further detasls on the provisions for inventory, refer to note 15

Impairment of intangible and tangible fixed asseis

There were no impanments recorded in the current or preceding year The pnncipal assumptions applied by management in amving at
the value in use of each cash generating umit are detailed in note 1 of the financial statements Whilst the imparrment review has been
conducted based on the best available esitmates at the impamment review date, the Group notes that actual events may vary from
management expectation

Dilapidanons provisions

The majonty of the Company’s premises are leased under operating leases Leases include end of lease rectificahion clauses which
impose certain requurements on the Company to complete repairs and maintenance, or re-decoration activities if required The
Company provides for repaurs and maintenance ebligatiens as 1t becomes aware of any sigmificant amounts that will be required The
Company does not provide for amounts where the potential exposure cannot be reliably measured and accordingly does not anticipate
potential repairs and maintenance on the portfolio of stores Addittonally, the Company maintains the stores to a high standard and
completes any necessary repairs and maintenance on a timely basis, addressing any events that require expenditure throughout the
lease penod as and when required Such costs are expensed as meurred
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weehs ending 29 December 2012

2 Turnover 52 weeks 52 weehs
to 29 Dec te 31 Dec
2012 2011
£m £m
Sale of goods 3961 3834
Rovalties 306 321
Freight income 50 50
4317 4205

Other operating income
Interest receivable and similar income (note 7) 155 152
4472 4357

Busimness and geographical segments

Information 15 presented for the business segments above An element of the company 5 revenue 15 generated through sale of goods te
franchisees based across the world Given the nature of the franchisee relationship the company's revenue has not been spht by geographical
marhet as 1t would be prejudicial to the interests of the Company

3 Operating expenses

52 weekis 52 weeks

t0 29 Dec to 31 Dec

2012 2011

£m £m

Operating costs relating to Company-owned shops, The Body Shop At Home™ and the internet 922 881

Selling and distribution costs 16 6 156

Administrative expenses 672 652

1760 1689

4 Profit on ordinary activities
Profit on erdinary activities for the period has been arrived at after (crediting)/charging

52 weeks 52 weeks

to 29 Dec to 31 Dec

2012 2011

£fm £m
Net foreign exchange losses 02 13
Research and development 38 33
Depreciation of angible fixed assets 87 85
Depreciation of tangible fixed assets held under finance leases 13 13

Reversal of impairment of tangible fixed assets - (07)
Amortisation of intangible assets 14 I3
Loss on disposal of tangible fived assets 09 01
Stoch wnitten off 23 14
Bad debts written of T - 01
Operating lease rentals - Land and buildings 302 287
Operating lease rentals - Other 07 08
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

4 Profit on ordinary activities (continued)

52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 2011
£m £m
Auditer's remuneration
Fees payable to the company s audutor for the audit ot the company's
annual accounts 03 03
Fees payable to the company’s auditor and their associates for other services
to the group the audn of the company’s subsidiaries pursuant to legislation 04 03
07 06
5 StafY costs and numbers
Costs duning the penod, including directors’ emoluments which are disclosed 1n note 6 were as follows
52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 2011
fm £m
Wages 571 559
Social security and other taxes 67 51
Pension 26 28
Share based payments 2t 10
685 64 8
The average number of employees during the period was as follows
52 weeks 52 weeks
to 29 Dec to 31 Dee
2012 201t
£m £m
Administration 501 574
Distribution / manufacturing 123 122
Shops 2,395 2,269
3,019 2,965
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

6 Directors’ remuneration
The total amounts for directors remuneration was as follows

52 weeks 52 weehs
10 29 Dec to 31 Dec '
2012 M1
£m £m
Emoluments 16 07
I
16 07
There were no directors 10 the Company defined contnbution pension scheme n either period
No director was 1ssued share options during the period (2011 one director)
Two directors exercised share options during the period (2011 none) !
Durmg the year two directors received shares under long term incentive schemes (2011 one director)
The emoluments of the lighest paid director were £1m (2011 £0 7m)
The Board consicer the directors to constitute hey management personnel .
7 Interests recervable and simlar income
52 weeks 52 weeks
to 29 Dec to 31 Dec
202 2011
im £m
Dividends received 155 151
Interest revenue
Loans and recewvables (including cash and bank balances) - 01
155 152
I
8 [Interest payable and similar charges
52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 2011
£m £m
Interest payable on banh overdrafts and wtercompany loans 06 07
[nterest on obligatons under finance leases E2 12
18 19
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

9 Tax
Analysis of charge 1n perrod
52 weeks 52 weehs
to 29 Dec to 31 Dec
2012 W0n
£m £m
Current tax
Current period charge 90 97
Prior period credit 1) 02}
89 a5
Deferred tax
Current period (creditY/charge {14) ©2)
Prior peniod credit 04)
Total tax charge 71 93
Tax on tems charged to equity
52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 01
£m £fm
Deferred tax on share based payments 05 01
Deferred tax on cash flow hedges - 03
05 ©2)
The charge for the peniod can be reconciled to the profit per the income statement as follows
52 weeks 52 weeks
to 29 Dec to 1 Jan
2012 2011
£m im
Profit on ordinary activities before tax 511 493
Profit on ordinary acuivittes multiplied by the rate of Uk corporation tax of 24 5% (2011 26 5%) 125 131
Effects of
Expenses not deductible for tax purposes 09 07
Non taxable dvidends (3 8) “0
Qverseas tax suffered 15 10
Double taxaton relief (14} 10y
Other 21y (02)
Prior period adjustment (05} @3)
Total taxation 71 93
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

0 Dividends

52 weeks 52 weeks
to 29 Dec to 1 Jan
2012 2011
im £fm
Amounts recogmsed as distnbutions to equuty holders n the
period
Final dividend for the peried ended 31 December 2011 of
20 5p per share pad in 2012 46 4 B
Final dividend for the period ended 1 January 2011 of 15 8p
per share paid tn 2011 - 358
46 4 358
Proposed final dividend for the penod ended 29 December
2012 of 17 ép per share 399 .
Proposed final dividend for the period ended 31 December
2011 of 20 5p per share .- a6 4

The proposed final dividend 15 subject to approval by shareholders at the Annual General Meeting and has not been included as a hability
within these [inancial stalements

11 Goodwill

Cost £m
At 1 January 2012 78
Additions 01
At 29 December 2012 79
Carrying amount

At 29 December 2012 79
At 31 December 2011 78

Impatrment tests for cash generating units containing goodwill

Goodwill with an indefirute useful ife ts allocated to the Company's cash generating units  Management have determined the cash
generating unit to be the sales district. This 15 based on the cash inflows of the stores within the same district being interdependent

The recoverable amounts of the Company's cash generating uniis are determined based on value-in-use calculations These calculations use
cash flow projecuens based on actual eperating results and on budgets approved by management Cash flows beyond the imitial budgeted
period are extrapolated using a growth rate of 0% (2011 0%) The growth rate does not exceed the long-term average growth rate for the
cosmetics and beauty products retail business 1n which the cash generating unit operates A pre-tax discount rate of 7 8% (2011 7 8%) has
been used 1 discounting the projected cashflows This discount rate i1s determined by L*Oréal SA and 1s the weighted average cost of
caputal (WACC), adjusted by applying a country nish premiurn 1f necessary

The Company has conducted a sensitivity analysis on the impamment test of each Cash Generating Umit A cut in the sales growth rate by
sixty basis points would result in the carying value of goodwill being reduced to its recoverable amount  The sales growth rate for years 1
to 5 ranges from -0 5% to 1 5%
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12

i3

Other intangible assets

Software
£m
Cost
At 1 Janupary 2012 127
Addinons 25
Asset reclassiftcation (note 13) 02
At 29 December 2012 154
Amortisation
At 1 January 2012 99
Charge for the penod 14
At 29 December 2012 113
Carrying amount
AL 29 December 2012 41
At 31 December 2011 28
Property, plant and equipment
Short term
Frecehold leasehold Plant and
properties property equipment Total
tm £m £m im
Cost or valuation
At 1 January 2012 04 562 705 127 i
Additions - 10 70 80
Disposals - @5) 61 {6 6)
Asset reclassification (note 12) - ¢l ©03) 02y
At 29 December 2012 04 568 71 128 3
Accumulated depreciation
At 1 January 2012 0t 317 480 798
Charge for the penod - 19 81 100
Impairment - - - -
Disposals - (C4) (53) 7N
At 29 December 2012 ¢l 332 S08 84 1

Carrying amount
At 29 December 2012 03 236 203 442

At 1 January 2012

03 245 225 473
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13

14

*)

*m

v

*tn

*y

Property, plant and equipment (continued)

Imparwrment loss

Fixed assets are reviewed annually for impairment The Impairment tests are conducted as described 1n Note 11

No assets have been pledged to secure the borrowtngs of the Company {sce note 18)

The Company's obligations under finance leases (see note 21} are secured by the lessors title to the short term leasehold property, which

have a carrying amount of £10 2m (2011 £10 5m)

At 31 December 2012 the Company had entered into contractual commutments for the acquisition of property, plant and equipment

amounting o £0 7m (2011 £09m)

Subsidiaries

Cost of mvestments m subsidwaries (fess provisions)
Bought forward

Increase in provisions agamst subsidiary undertahings
Provisions aganst subsidiary undertakings written back

Carned forward

The Company's principal subsidiaries at 29 December 2012 were

%s Holding of

ordinary

shares

The Body Shop Queenslhie Limated 100
The Body Shop Worldwide Limited 100
The Body Shop Global Travel Retail Limited 100
The Body Shop Canada Limrted 100
Skin & Hair Care Preparations Inc 100
Buth-Na-Bodhaige Inc 100
The Body Shop (Singapore) Pie Ltd 100
The Body Shop Intemational (Asia Pacific) Pte Ltd 100
The Body Shop Hong Kong Limited 100
Mighty Ocean Company Limited 100
The Body Shop (France)} SARL 100
The Body Shop Beteilligungs GmbH 100
The Body Shop Benelux BY 100
The Body Shop Netherlands BV 100
The Body Shop GmbH 100
B S Denmark A/S 100
The Body Shop Svensha AB 100
Cosmenatura SA 100
Dibel SA 100
Inbel 3 SA 100

Country of
incorporation
and gperation

Great Bntamn
Great Bntain
Great Britain
Canada

USA

USA
Stngapore
Stingapore
Heng Kong
Hong Kong,
France
Germany
Netherlands
Netherlands
Ausina
Denmark
Sweden
Spain
Portugal
Portugal

52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 2011
£m im

1554 1555
06}

0s 05
1559 1554

Aggregate

amount of Retained

share capital
and reserves
as at 29 Dec
12

£m

30
90
©1}
101
384
45
58
13
187
118
59

on
(03)
34
18

19
30
03

profit or (loss)
for the pertod
ended 29 Dee

2012

£m

(15)
17
1)
26
10
{66 9)
57
12

117
a8
25
©on
(03)
83

72
14
03
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 29 December 2012

14 Subsidiaries (continued)

*1 Denotes that Buth-Na-Bodhaige Inc 1s ndirectly owned by The Body Shop International Plc, direct ownership 1s held by Shin & Harr

Care Preparations Inc

*n Denotes that Mighty Ocean 15 indirectly owned by The Body Shop Intemationzal Ple, direct ownership is held by The Body Shop Hong

kong Limited

*in Denotes that The Body Shop (France) SARL and B § Denmark A/S are indirectly owned by The Body Shop International Plc, direct

ownership ts held by The Body Shop Worldwide Limited

*1v Denotes that The Body Shop Netherlands BV 1s indirectly owned by The Body Shop International Ple, direct ownership 1s held by The

Body Shop Benelux BY

*v Denotes that Dibel 3 SA 1s indirectly owned by The Body Shop International Ple, direct ownership 1s held by Dibel SA

Investments

The Body Shop Queenslie Limited

The Body Shop Worldwide Limited

The Body Shop Global Trave! Retail Limited

The Body Shop Canada Limited
Buth-Na-Bodhaige Inc

The Body Shop (Singapore) Pte Ltd

The Body Shop Intemational (Aswa Pacific) Pte Litd
The Body Shop Hong hong Linuted

Mighty Ocean Company Limited

The Body Shop Beteiigungs GmbH

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

The Body Shop Svenska AB
Cosmenatura SA

Dibel SA

Principal activity
This company Is now non-trading but holds the debt owed by
Soapworks Ltd

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

This company trades in The Body Shop® products through airline
and arrport outlets around the world

This company trades in The Body Shop® products in Canada

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

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

This company operates the Asia Pacific region on behalf of The Body
Shop International PLC

This company acts as a holding company in Hong Kong and does not
otherwise trade
This company trades i The Body Shop® products in Hong Kong

This company trades in The Body Shop® products i Germany
through its wholly owned subsidiary The Bady Shop Germany gmbH

This company trades i The Body Shop® products in the Netherlands
This company trades m The Body Shop® products i Belgium

This company trades in The Body Shop® products in Austria

This company trades i The Body Shop® products in Sweden

This company trades m The Body Shop® products in Spain

This company trades in The Body Shop® products in Portugat
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14

16

Subsidiaries (continued)

Dibet 3 SA

The Body shop Monaco SARL

The Body Shop Luxembourg SARL

The Millenium Administration Company Linnited
The Body Shop Retatl Properties Limited

The Body Shop (Isle of Man)} Lamited

GA Holdings (Guemsey) Limited

GA Holdings (1979} Limuted

The Body Shop On-line (1) Lumited

Th Body Shop Intemational Pension Trustee Company
Limmited

Stocks

Finished goods

Thts company trades in The Body Shop® products in Portugal
through 1ts parent Dibel SA

This company trades in The Body Shop® products in Monace
This company trades in The Body Shop® preducts i Luxembourg
This company 1s dormant

This company trades in The Body Shop® products in England
This company trades in The Body Shop® products n Isle of Man
This company trades wn [he Body Shop® products in Guemsey
This company trades in The Body Shop® products 1 Jersey

This company 15 dormant

This company 15 dormant

There 15 no matenal difference between the balance sheet value of stocks and their replacement cost

Debtors

Amouvnts falling due within one year
Amount receivable for the sale of goods
Allowance for doubtful debts

Amounts owed by subsidiary undertal.ings
Prepayments and accrued imcome
Other debtors

Asat As at
29 Dec I Jan
2012 2011
£m £m
634 853
52 weeks 52 weeks
to 29 Dec to 31 Dec
2012 2011
£m £m
343 308
34 an
309 277
262 279
121 124
23 13
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17

18

Cash and cash equivalents

Asat Asat

29 Dec 31 Dec

2012 2011

£m £m

Cash and cash equivalents 320 1435

Cash and cash equivalents comprise cash held by the Company and short-term bank depesits with an onginal maturity of three months or
less [n the opinion of the Directors, the cammying amount of these assets approximates to their fair value

Borrowings
Asat As at
29 Dec 31 Dec
2012 2011
fm £m
Unsecured borrowing
Loans from retated pares 19 80
Amount due for settlement within 12 months 19 80
Sterhng Euros
£m £m
31 December 2011
Loans from related parues 60 20
29 December 2012
Loans from related parties - 19

Amounts repayable to related parties of the Company carry mterest of 0 98% - 1 16% (2011 0 97% - 1 82%) per annum charged on the
outstanding loan balances

The Bedy Shop International Ple 1s financed entirely through FINVAL, which 1s the financmg arm of the L'Oreal SA in-heuse bank, via
L'Oreal Group Central Treasury The Company has no external borrowing facihities Interest i1s charged on loans by FINVAL at arms-length
rate, that betng 50 basis points above LIBOR or EURIBOR. The Company 1s therefore subject 1o interest rate vartations, and does not
hedge 1its interest rate sk exposures

Interest due to FINVAL on loans 1s payable at the end of each monthly accounting penod  Interest amounts outstanding at 315t December
2012 are included in accruals

Denwvative financial instruments

As at As at
29 Dec 3 Dec

2012 2011
£m £m

Dervatives that are designated and effectrve as hedging imstruments carmed at fair value

Forward foreign currency contracts held as assets 20 23
Forward foreign currency contracts held as habilites 30 (32)
Net position at the balance sheet date aom 09

Further details on Denvative financial instruments can be found 1 note 33
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20 Deferred tax

The following are the major deferred tax hiabilities and assets recogmsed by the Company and movements thereon duning the current and

prior reporting pertod

As 1 January 2011
Charge to income
Charge to equity

As 1 January 2012
Credit to Income
Charge to equity

As 29 December 2012

Deferred tax habilities (see note 23)
Deferred tax assets

Accelerated Share based Other Total
capatal payments temporary
allowances differences

£m £im £m £m

27 04 07 {16)

02 - - 02

- 01 (0 3) (02)

(2 5} 05 04 {1 6)

053 [15°] 1) 17

- 05 - 05

{16} 19 03 06

As ot As at

29 Dec 1 Jan

2012 2011

£m £m

(16) 25

22 09

06 {16)

Deferred tax assets are recogmsed in respect of temporary differences to the extent that the reahsation of the related tax benefit through
future taxable profits i1s probable Under current tax legislation, deductible temporary differences may be carried forward for relief against

future tax habilibes

The Finance Act 2011, which provides for a reduction 1n the mam rate of corporation tax from 26% to 25% effective from | Apnl 2012,

was substantively enacted on 19 July 2011 A further reduction to 24% took effect under the Provisional Collection of Iaxes Act 1968

(PCTA), when 1t was ncluded within The Finance Act 2012 budget resolutions, which were passed on 26 March 2012

The Fnance Act 2012 also provided a further reduction 1 the main rate of corporate tax from 24% to 23% effective from 1 Apnl 2013,

which was substantively enacted on 3 July 2012

The Finance Act 2013 provides a further reduction 1n the main rate of corporate tax from 23% to 21% effective from 1 Apnl 14 As this
was not substantively enacted at the balance sheet date, the rate reduction s not vet reflected 1n these financial statements n accordance

with FRS 21, as it 15 a non-adjusting event occurnng after the reporting period

The Govemnment intends to enact a firther reduction in the main tax rate of 1%, down to 20% by | April 2015
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21

22

Obhigations under finance leases

Amounts payable under finance leases
Within one year

In the second to fifth years inclusive
After five years

Less future finance charges

Present value of lease obligations

Less Amount due for settlement within 12 months (shown
under current liabitities)

Amount due for settlement after 12 months

Minimum lease payments

Present value of lease

2012 2011 2012 2011
im im

18 18 18 I8
70 T0 49 49
156 17 4 43 46
244 262 110 13
{(134) {149} nfa n/a
10 113 10 113
(1) 138

92 95

It 15 the Company’s policy 1o lease certain properties under linance leases The average lease term 18 37 5 years For the period ended 29
December 2012, the average effective borrowing rate was 16 33% {2011 16 33%) Interest rates are fixed at the contract date All leases are
on a fixed repayment basis and no arrangements have been entered to for contingent remtal payments

All lease obligations are denormnated in sterling

The fair value of the Company’s lease obligations approximates to thewr camrying amount

The Company s obhigations under finance leases are secured by the lessors nghts over the leased assets disclosed in note 13

Trade and other payables

Trade payables

Social secunity and other taxes

Other payables

Accrued expenses

Deferred mcome

Amounts due to subsidary undertakings

As at As at
29 Dec 31 Dec
2012 2011
£m £m
258 274
54 55
30 76
163 181
28 30
239 S0
772 706
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23

24

Provisions 212 2011
Onerous contracts 01 02
Deferred tax (see note 20) 16 25
17 27
Onerous  Deferred Tax Totat
contracts

£m £m £m

At 1 January 2012 02 25 27
Provision utilised in the period on (09) (Lo
At 29 December 2012 01 16 17

The onerous contracts relate te buildings which the Company no longer occupy The affected lease agreements expire within 2 1o 26 years
Where possible the Company sublets the properties  The amounts due net of rents recervable under subleases are discounted at the effective
rate of mterest of 7 8%, being the weighted average cost of capiial (WACC) determined by L’Oreal SA and as detailed further in note 11

Share capital

Issued and fully paid
226,710,201 ordinary shares of £0 05 each

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

Share premium account

Balance at 29 December 2012 and 31 Decetnber 2011

As at 29
Decemiber
2012

£m

13

Asatl
January
2011

13

The share premium account consists of amounts subscrnibed for share capital 1n excess of their nominal value

Share
premium
£m

747
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26

27

25

29

Other reserves

Hedging  Share based Total
reserve payments

im £m £m
Balance at | January 20i1 (im 27 17
Share option expenses - 13 13
Foreign currency forward contracts 07 - 07
Balance at | January 2012 ©3) 40 37
Share option expenses - 21 21
Deferred tax on share based payments - 05 05
Foreign currency forward contracts (01} - 1)
Balance at 29 December 2012 0 4) 66 62

Hedging Reserve

The Hedging reserve represents the cemulative portion of gams and losses on hedging instruments deemed effecuve 1n cash flow hedges
The cumulative deferred gamn or loss on the hedging instrument s recognised in profit er loss only when the hedged transaction tmpacts the
profit or loss, or 15 tncluded as a basis adjustment to the non-financial hedged item, consistent wath the applicable accounting policy

Profit and Loss account

£m
Balance at | January 2011 192 3
Dividends paid (358)
Net profit for the penod 400
Balance at 1 January 2012 196 5
Dividends pad (46 4)
Net profit for the period 40
Balance at 29 December 2012 194 1

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

Contingent habilities and goarantees
The Body Shop International PLC, acting 1t 1ts capacity as holder of all tssued shares of The Bedy Shep Benelux B V has a guarantee 1n
place to accept, jontly and separatety, hability for debts resulting from the legal acts of The Body Shop Benelux B V
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30 Operating lease arrangements
The Company as lessee

Minimum lease payments under operating leases
recogmised as an expense n the penod

As at Asat
29 Dec 31 Dec
2012 011
£m £m
309 295

Al the Balance Sheet date, the Company had outstanding commutments for future minimum lease payments under non-cancellable operating

leases, which fall due as follows

Withm one year
In the second to fifth years inclusive
After five years

Asat As al
19 Dec 31 Dec
2012 won
£fm £m
280 283
741 790
283 333
130 4 140 6

Operating lease payments represent rentals payable by the Company for certain of its various outlets, warehouses and offices under non-
cancellable cperaung leases The leases have varying tenms, escalation clauses and renewal rights  The Company also leases tiems of plant

and equipment on short and medium terms leases  The majonty of leases are subject to rent reviews

Included in the above operating lease commitments, are leases whereby the Company has subsequently granted sub-leases to franchisees
and other third parties Due to the varying nature of both sub-lease durations and sub-lease 1ncomes, 1t 1s not possible to provide accurate

information as to the sphit of expected incomes from sublet properties over future penods

Income from sublet properties recognised in the income statement in the current and prior periods are as follows

Income from sub-leases recogmsed m the period

As at As at
29 Dec 31 Dec
2012 2011
£m im
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31

32

33

Share based payments

The board of directors of L’Oréal SA may, at its discretion, grant options to acquire shares in L’Oréal SA to ehgible participants, including
directors of The Body Shep International PLC and its subsidiary companies

The details of the arrangements of L’Oréal SA were as follows

Lguity-setiled share option schemes

In accordance with IFRS 2 ‘Share-based payment”, the value of the options granted calculated at the grant date 1s charged to the profit and
loss account over the vesting penod, which 1s generally 5 years Only options issued afier 7 November 2002 and not fully vested at 1
January 2006 are accounted for in accordance with standard 1IFRS 2

The fair value of the stock options 15 determmed using the Black Scholes model This model allows for the charactenstics of the plan such
as exercise price and exercise period, market data at the acquisition date such as the nish-free rate, share price, volatihity, expected dividends
and behavioural factors of beneficianies

The weighted average share price at the date of eaercise for share options exercised during the petiod was €71 96 The options outstanding
at 31 December 2012 had a weighted average exercise price of €73 90

The impact on the result of the penod of application of standard IFRS 2 15 booked on the Operating expenses line of the Profit and loss
account The company recogmsed total expenses in the vear of £2 1m (2011 £1 3m) related to equnty setiled share based payments
transactions

Retirement benefit schemes
Defined contribution schemes

The Company operates a group personal pension plan for its employees, the assets of which are held in independently admimistered funds
The pension charge represents contnibutions payable to the funds and amounted to £2 6m (2011 £2 8m) Other creditors includes an
accrual of £0 3m (2011 £0 4m) 10 respect of accrued pension contnbutions

Financial Instruments

As at 29 Dec As at 31 Dec
Categones of financial instruments

2012 2011
fm £m
Financial assets at fair value
Foreign Exchange Forward Contracts (Principal value)
Buy Contracts 397 (522)
Sell Contracts 611 441
214 3n
Finaneial habilities at fmir value
Foretgn Exchange Forward Contracts (Pnncipal value)
Buy Contracts {61 9) (44 9)
Sell Contracts 602 853
an 404
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33 Financial Instruments (continued)

Changes 1n yalue of financial instruments at fair value

As at 29 Dec As at 31 Dec
Profit for the year has been arnived at after charging/{(crediting) 2012 2011

£m £m

Financial assets at fair valoe
Foreign Exchange | orward Contracts (Fair Value through P&L)

Buy Contracts 01 (0 0)
Sell Contracts o0 02)
01 (02}
Financial habilvtres at fair value
Foreign Exchange Forward Contracts (Fair Value through P&L)
Buy Contracts 01 02
Sell Contracts o1 (00)
00) 02

Changes n farr value recogmsed 1n a revaluation reserve of financial instruments classified as avalaible for sale are presented in note 19

Valuation techniques and assumphions applied for the purposes of measunng fair vatpe

The fair vatues of dervative instruments are calculated using quoted prices Where such prices are not available,
a discounted cash flow analysis 15 performed using the applicable yield curve for the duration of the mstrumenis
for non-optional denvatives, and option pricing models for optional derivatives Foreign currency forward
contracts are measured using quoted forward exchange rates and yield curves denved from quoted miterest rates
matching rmaturtties of the contracts

Denvatives

The Company enters nto a vaniety of derivative financial instruments to manage 1ts exposure o

foreign exchange rate risk, including foreign exchange forward contracts

It 15 the policy of the Company to enter into forward foreign exchange contracts to cover specific foreign currency
payments and receipts withmm 80 per cent to 100 per cent of the exposure generated The Company also enters 1nto
forward foreign exchange contracts to manage the nsk associated with anticipated sales and purchase transactions out
tol2 months within 80 per cent to 100 per cent of the exposure generated Basts adjustments are made to the carrying
amounts of non-financial hedged 1tems when the anticipated sale or purchase transaction takes place
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34

35

Related party transactions

Loans from related parties

2012 2081

£fm £m

Loans from FINVAL 19 80
19 80

Amounts repayable to related parties cary interest of 0 98% - 1 16% (2011 0 85% - 4 09%) per annum charged on the outstanding loan
balances

Ultirnate pareat undertaking

The Company's tmmediate and ultimate parent undertaking 1s L'Oréal SA, a company incorporaled in France and histed on the French stock
exchange

L’Oréal SA 15 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 obtamed from its registered office at 14, rue Rovale, 75008 Pans - France
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