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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT

The Drrectors submut their annual report and the audited financial statements for the 52 week pentod ended | January 2011 (2009 53 week
penod ended 2 January 2010)

Business revtew and principal activiiies

The Company develops, distributes and sells naturally mspired skin and hair-care products and related accessories under "The Body Shop" ®
trademark and other Company owned wntellectual property The Company distnibutes and sells such products through 1ts own shops, home
sales, mail order catalogues, the mternct and through franchised outlets and travel retail 11 also acts as a holding company

Dunng 2010 the company proved resilient in a severely affected retail market environment Revenue for the year was £332 Im (2009
£320 5m), and a post tax profit of £36 tm (2009 £34 Om) There were 3t1 (2009 329) stores in the UK at | January 2011, of which 297
(2009 295} were owned

There was solid growth across Asia and the Middle East Hewever the economic chimaie continued to hamper footfall in a number of
European countries

At the end of 2010, the brand had a total of 2,605 stores in 63 countries (2009 2,550 stores 1n 63 countries)

Future prospects

The successful reorgamsation of The Body Shop in 2009 which fundamentally icreased our focus on customers the world over, was an
inportant foundation for the long-tesm, sustainable growth of our brand Whilst we continue to be confronted by challenges in some markets,
as & direct result of the global econormc downtumn, our brand strategy for 2011 will ensure thal our customers remain at the heart of all
business decisions

Growth n 2011 will come from the Jaunch of an increasing number of innovative products The Body Shop will continue to seek out natural,
effective ingredients from all four corners of the globe as part of 1ts Community Trade programme which improves the hiving conditions of
more than 25,000 people worldwide Our current Values campagn, Stop Sex Trafficking of Children & Young People , will endeavour 1n its
aim 1o bring thus fast growing 1ssue to public attentton, and to inspire those with decision-making power to take effective measures to address
the situation We have so far gathered over 6,000,000 sighatures during the course of this campaign

Through an unwavening and consistent implementation of its strategy, putting a focus on generating more novative products and trailblazing
values activities to appeal to an increasingly demanding ethical customer, The Body Shop 1s confident in its ability 1o resist the continued
tough economic climate and to open the way to achieving sustainable growth worldwide

Further information on the Company 18 set out in the Annual Report of L'Oréal SA for 2010 which 1s available from the registered office at
14, rue Royale, 75008 Pans - France

Principal risks and uncertainties

The Company’s internal control 1s aimed at creating and maintaining an organisation which enables the prevention and management of nisks,
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 nisk can ever be provided The mayor nisks during the penod were

intellectual property — the Company has a portfolio of trademarks, these are strategic assets Trademarks and the products themselves may
be infringed or counterfeited by economuc players wishing to 1liegally benefit from therr reputation 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 rights searches are conducted 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 (0 certamn
The Body Shop® products and services This 1s a potential risk that has to be cited even though the likelihood of 1ts occurrence 15 low due to
the care taken when conducting pnior rights searches

FProduct quality gnd safety — Consumer safety 1s an absolute prionty The Company evaluates the safety of raw materials and finished
products, and 15 vigilant with regard to any new scientific data in cooperation with the relevant authoniies and 1s cauvtious 1n the event of
substitution resulting from a proven nsk
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Image and reputation - The Company’s reputation and brand tmage may be compromised at any ime 1n a globalised world where the report
of an incident 1s conveyed from one continent to the next at the speed of the internet The Body Shop Iniernational PLC has incorporated
crisis management procedures to prevent, manage and himit the consequences of undesirable events on the Company The Body Shop
International PLC has deployed an ethics charter throughout 1ts Group aimed at reinforcing the rules of good conduct which ensures the
integrity of The Body Shop® and enforces its ethics The purpose of these rules of goed conduct 1s to gude actions and behaviour, mspire
choices and employ the Company’s Values 1n the everyday acts of every one of its employees

hanges mn regulations — The Body Shop [ntermauonal PLC must fully comply with local legislation and 1t strives to adopt an attitude
beyond reproach The Body Shop Intemational PLC asks its employees to comply with these regulations

Competition — he Body Shop Intemational PLC 1s subject to constant pressure from local and international competitors This competition 15
healthy 1t leads our teams to always do their best to serve the interests of consumers and our brand

Information systems — The nsk of a malfunction or breakdown m our nternal information systems for exogenous or endogenous reasons
cannot be precluded In order to mumumse the impact 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 soflware appheations

Financial and market risks — Financial risks mclude foreign exchange risk and credit risk Due to 1ts international sales, the fluctuation of
main currenctes may therefore have an impact on the Company’s results The Body Shop Imermnational PLC adheres to 1."Oreal SA’s foreign
exchange risk hedging policy The credit nsk may result from non-collection of receivables due to cash problems encountered by customers

Due 1o the iongevity of the franchisee relationships that The Body Shop International PLC enjoys, the amount considered as posing a risk of
non-collection for which a provision for hability 1s therefore booked 1s set out n note 16, representing 5 3% of gross accounts receivable The
financial and markets risks of the business are discussed further in note 33

Liguidity Risk — All the Compames' liqudity needs are met completely and exclusively by L’Oreal SA, and as such the hquudity risk 1s
munmal The L'Oreal Group's hiqmdity risk 1s managed with the primary aim of ensuning continued financing and opuimising the financial
cost of debt

The L Oreal Group 15 rated by the credit rating agencies which respectively gave i, 1n November 2010 for Standard & Poor s and n July
2010 for Moody’s and Fitch, the following short-term credit ratings Al+, Pnme | and F1+

The Directors have a reasonable expectation that the Company and the Group have adequate resources to continue 1n operational existence for
the foreseeable future Accordingly, the going concem basis has been adopted in preparing the annual report and accounts

Insurance — The objecuive of the Company’s policy on insuran<e 15 to protect the Balance Sheet and Income Statement from the occurrence
of dentified material nisks that could adversely affect it This risk transfer forms an integral part of the Company’s nisk management process

Post balance sheet evenlts

Since the date of the balance sheet, the Company sold the trade and assets of Soapworks Lid, a wholly owned subsidiary, as part of a
management buy out Soapworks Lid changed 11s name to The Body Shop Queenshe Lid on 5th January 2011  Further details of this are
contamned within note 28

Capital structure
The Body Shop Imernational PLC 15 a wholly owned subsidiary of L'Oreal SA Details of the authonised and 1ssued share capital of the
Company are shown 1 note 24

Results and dividends

As the Company 1s wholly owned by L.’Oreal SA, incorporated in France, 1t 1s no longer 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 recommend the payment of a dividend of £35 8m (2009 £22m)
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Directors

The current directors are listed on page 1 of the accounts The Directors who served throughout the period were as follows,
Sophie Gasperment (Chief Executive Officer)

Jean-Paul Agon {Chairman)

Lady Sylvia Jay

Christian Mulliez

Geoft Skingsley

Directors’ indemnities
The ultimate parent undertaking has made qualifying third party indemmty provisions for the benefit of the Company Directors which were
made during the year and remaimn in force at the date of this repornt

Supplier payment policy

The Company agrees payment terms with 1t suppliers and in the absence of any dispute, payments are then made as expeditiously as possible
withia such terms  Terms will vary according to the country of supply and type of goods and services provided Trade payabies of the
Company at 1 January 2011 were equivalent to 26 days (2009 27 days) purchases, based on the average daily amount invoiced by suppliers
during the year

Employees

Detauls of the number of employees and related costs are set out 1n Note 5 to the financial statements

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

The Company has a long-established policy of promoting diversity throughout the global busmess Internal and external recruitment
processes are monitored Lo ensure there 1s no deliberate bias Human resources policies reflect the Company's commuitment to a fawr and equal
orgamisation where everyone 1s encouraged to succeed regardless of sex, race, sexual orientatton, age or disability

In the event of an employee becomuing disabled every effort 1s made 10 ensure that their employment with the Company continues and that
appropriate traimng 1s arranged

The Company amms to ensure that employees' pay and benefits are competitve 1n the marketplace A flexible benefits programme 1s offered,
in which employees can opt to trade certain benefits, such as addihonal holidays

The Company prides itself en ensuring that all employees are aware of us performance A mix of communication methods 1s used to engage
and inform employees, including face-to-face communication sessions and intranet

The Company formally consults employees via Consultatton and Representation Commuttees, comprising employee-elected representatives

Our Values Apenda

QOur 2010 Values Report has been published online 1n an exciting interactive format To visit the Values Report please go 1o
http //www thebodyshop com/_en/_ww/values-campaigns/index aspx

Sourcing Responstbly

Commumiy Fair Trade

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

- Our Community Fair Trade Programme 1s now certified by the Instiut Fuer MarkiOeklogie (IMO), a Swiss organisation with
internationally renowned expertise in fair trade systems

- [n 2010 our efforts were focussed on the creation of a new CEFT Charter, as well as the promotion of one of our oldest and newest
mgredients - CFT shea butter and CFT orgamc alcohol

- [n 2011 the CFT team 15 facilitating a series of visits of The Body Shop Executive Board to CFT suppliers 1n order to raise
awareness of the power and potential of fair trade

~
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THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)

Ethical Trade

The Body Shop™ requires its suppliers to sign up to our Cthical Trade programme, based on the principles of engagement of the Ethical
Trading Imtiative Through a system of audits and outreach work, we constantly review information from the supply base that tells us of the
rights and conditions of the workers who make products on our behalf with a view to continuous improvement

- In 2009 we also started a large expansion of the scope of the programme which prior to 2009 focussed mainly on direct product
purchases It witl now include our indirect and 2nd tier sourcing activities,

- In 2010 we began to expand our Ethical Trade programme to mclude capacity bullding mitiatives with key suppliers i ligh nisk
countries and industries

- In 2010 this programme was also assessed by IMO, the findings of which will be implemented throughout 2011

Palm Oi and wood

- The Body Shop 15 a prominent member of the Roundtable for Sustanable Palm O1l (RSPQ) and has a target that 100% of our
directly visible palm o1l will come from RSPO certified sustainable sources by the end of 2011 We are already 90% of the way to
meeting that target

The Body Shop are members of the Worldwide Fund for Nature’s {(WWI s} Forest and Irade Network and by the end 0f2011 all of
our wooden accessories will come from FSC certified sustainable sources

Mimmising our Impact on the environment

- Climate Change — We have set new carbon reduction targets for our own business a 50% reduction in offices and warehouses by
2015 and a 50% reduction 1n stores energy consumption by 2020

- Responsible products — We introduced an 'eco-conscious' standard in 2010, that meets our own stringent set of environmental
cntena of respecting the aquatic environment, level of biodegradabihity and limiting of packaging waste The Lco-conscious Ramforest
Hair Collection 1s our first range of products to meet this standard

Agawnst Ammal Testin

We have never tested fimished cosmetic products on ammals 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 Abolition of Vivisection
(BUAV)

- [n 2009 we were awarded a Lifetime Achievement Award by the Royal Society for Prevention of Cruelty 1o Amimals (RSPCA)
for our contribution to achteving an EU wide ban on animal testmg on finished cosietic products

Qtﬂ' CAMPAIZNS

True to The Body Shop’s campaign heritage mernational campaigns continued to create change around the world

The Stop Sex Trafficking of Children and Young People campaign, launched in August 2009, in partnership with ECPAT Intemational (End
Child Prostitution and Trafficking of Persons), continued throughout 2010 Created mn response to a human rights abuse which affects over 1
million chuldren and young people every year, touching every country in the world, this 3 year campaign aums to raise awareness and inspire
decision makers to take action to give children and young people greater protection By December 2010 over 980,000 unis of the *Soft
Hands Kind Heart’ campaign hand cream had been sold to customers the world over and proceeds donated to ECPAT and other NGO
partners to support advocacy and awareness raising ibhiatives and to directly help those affected or at nisk

Charitable and community involvement

The Company donated £1 3m (2009 £1 9m) to chantable orgamisations last penod, of which £0 7m (2009 £0 7m) was donated to The Body
Shop Foundation and the remaining £0 6m (2009 £1 2m) to other orgamisations No political donations were made by the Company The
Company secks to make a positive impact on the local communities in which 1t operates  In both the Company owned and franctised 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 expenditure was £2 4m (2009 £2 2m)

Page 5




THE BODY SHOP INTERNATIONAL PLC

DIRECTORS’ REPORT (CONTINUED)
Dhirectors’ responsibality statement

The darectors are responsible for preparing the Annual Report and the financial statements 1n accordance with applicable law and regulauions

Company law requires the directors to prepare financial statements for each financral year Under that taw the directors have elected to
prepare the financial statements n accordance with International Financral Reporting Standards (IFRSs) as adopted by the European Umon
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 preparing these financial statements, International
Accounting Standard | requires that directors

- properly select and apply accounting policies,

- present information, including accounting policies, 1n a manner that provedes relevant, sehable, comparable and understandable
nformation,

- provide additional disclosures when comphiance with the specific requirements in IFRSs are msufficient to enable users 1o
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 abality to continue as a gomg concern

The directors are responsible for keeping adequate accountuing records that are sufficient to show and explan the company’s transactions and
disclose with reasonable accuracy at any time the financial posiion of the company and enable them to ensure that the financial statements
comply with the Companies 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 fraud and other uregulaniies

The directors are responsible for the maintenance and integnty of the corporate and finaneial mformation cluded on the company’s website
Legislation 1n the United Kingdom goverming the preparation and dissemination of financial statements may differ from legislation in other
Jurisdictions

Each of the persons who 1s a Director at the date of approval of this annual report confirms that
- so far as the Director 1s aware, there 1s no relevant audit information of which the Company's auditors are unaware, and
- the Director has taken all the steps that he/she ought to have taken as a Director in order to make himself/herself aware of
any relevant audit information and to establish that the Company's auditors are aware of that information

This confirmation 1s given and should be interpreted in accordance with the provisions of s234ZA of the Companies Act 2006

Deloitte LLLP have expressed therr willingness to centinue in office as audttors and a resolution to reappomnt them will be proposed at the
forthcoming Annual General Meeting

Approved by the Board of Directors and signed on its behalf by

Sophte Gasperment
Drrector
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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 Intemnational PLC for the 52 week period ended | January 2011 which
comprise the Income Statement, the Statement of Changes in Equity, the Balance Sheet, the Cash Flow Statement and the related notes 1 to
35 The financial reporting framework that has been applied in their preparation 15 applicable law and International Financial Reporting
Standards (IFRSs) as adopted by the Ewropean Union

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

Respective respensibilities of directors and auditor

As explained more fully in the Directors” Responsibilittes Statement, the directors are responsible for the preparation of the financial
statements and for bemg satisfied that they give a true and fair view  Qur responsibility 1s 1o audit and express an opimon on the financtal
statements in accordance with applicable law and International Standards on Audiung (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board’s Ettucal Standards for Auditors

Scope of the audit of the financial statements
An gudit involves obtaning evidence about the amounts and disclosures in the financial statements sufficient to give reasonable assurance

that the financial statements are free from matereal misstatement, whether caused by fraud or error  This includes an assessment of
whether the accounting pelicies are appropriate to the company’s circumstances and have been consistently applicd and adequately
disclosed, the reasonableness of sigmificant accounting estimates made by the directors, and the overall presentation of the financial
statements

Opinion on financial statements
In our opimion the financial statements
- give a true and fair view of the state of the company’s affairs as at 1 January 2011 and of its profit for the 52 week
peniod ended | January 2011,
- have been properly prepared n accordance with IFRSs as adopted by the Eurepean Umion, and
- have been prepared in accordance with the requirements of the Companies Act 2006

Opinion on other matter prescribed by the Compames Act 2006
In our opinton the information given 1n the Directors® Report for the financial year for which the financial statements are prepared 1s
consistent with the financiatl statements

Matters on which we are required to report by exception

We have nothing to report n respect of the following matters where the Compantes Act 2006 requires us to report to you if, in our opimon
- adequate accounting records have not been kept, or returns adequate for our audit have not been received from branches
not visited by us or
- the Rnancial statements arc not tn agreement with the accounting records and returns, or
- certawn disclosures of directors’ remuneration specified by law are not made or
- we have not received all the information and explanations we require for our audit

Darren Longley (Senior Statutory Auditor)
for and on behalf of Detoitte LLP
Chartered Accountants and Statutory Auditor
Southampton, United Kingdom

2‘,( June 2011
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THE BODY SHOP INTERNATIONAL PLC

INCOME STATEMENT

For the 52 weeks ending 01 January 2011

Continuing operations

Revenue
Cost of sales

Gross profit
Operating expenses
Restructuring costs

Operating profit

Investment revenues
Finance costs

Profit on ordinary activities before taxation

Tax

Profit for the period from contiming operations

Note

L")

27

52 weeks 53 weeks
to 1.Jan to 2 Jan
2011 2010
im £m
3321 3205
(1338) (115 8)
198 3 204 7
(165 1) (181 2)
06) (110)
326 125
151 24 4
@2n (22)
456 347

(9 5) 07
1 340
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THE BODY SHOP INTERNATIONAL PLC

STATEMENT OF CHANGES IN EQUITY

At (1 January 2011

Balance at 27 December 2008

Profit for the period

Profit recogmsed on cash flow hedges
Deferred tax on cash flow hedges

Deferred tax on loyalty scheme IFRIC 13
Total comprehensive income for the period

Share option expenses
Dividends

Balance at 2 Januvary 2010

Profit for the period
Loss recogrused on cash flow hedges
Deferred tax on cash flow hedges

Total comprehensive income for the period

Divadends
Share option expenses

Balance at 1 January 2011

Attributable to the equity holders of the Company

Share Share Other Retaimned Total
capital premium reserves earnings equity
£m £m £m £m £m
113 747 42) 1558 2376
- - - 340 340
- - 73 - 73
R . 2n - 21
- - 01 - 1N]
- - 53 340 393
- - 08 - 08
_ - - (11 6) (116)
113 747 19 178 2 266 1
- - - 361 361
- - (L6} - (16)
- - 05 - 05
- - (11) 361 350
- - - (22 0) 220)
- - 09 - 09
113 747 17 192 3 2800
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THE BODY SHOP INTERNATIONAL PLC
BALANCE SHEET

At 01 January 2011

Asscts

Non-current assets

Goodwill

Other mtangible assets
Property, plant and equipment
Investments

Deferred tax asset

Current assets

Inventories

I'rade and other receivables
Current tax receivables

Cash and cash equivalents
Derwvative financial mstruments

Total assets

Liabtlhities

Current habihties

Trade and other payables
Current tax Liabihities
Obligations under finance leases
Borrowings

Provisions

Denvative financial instruments

Net current assets

Non-current habihities
Deferred tax habiliy
Obhgations under finance leases

Total habilities

Net assets

Note

11
12
13
14
20

15
16

17
16

22

21
18
23
19

20
21

01-Jan 02-Jan
2011 2010
£m £m
77 71
24 26
480 565
1555 157 8
11 07
214 7 2240
659 522
542 565
- 13
260 125
13 26
1474 1251
3621 349 1
(56 6) (571)
(62) -
an 2n
20 20
(05) (62)
() 20
(69 7) (69 4)
777 557
27 (28)
97 (115)
(124) (13 6)
{82 1) (830)
2800 2661
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THE BODY SHOP INTERNATIONAL PLC
BALANCE SHEET (CONTINUED)

At 01 January 2011

Equiy

Share capital

Share premium account
Other reserves
Retamed earnmings

Total equity

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

The Company's registered number 15 31284170

They were signed on its behalf by

Sophe Gasperment
Director

Note

24
25
26
27

113 113
747 747
17 19
1923 178 2
2800 2606 |
June 2011
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THE BODY SHOP INTERNATIONAL PLC

CASH FLOW STATEMENT

At 01 January 2011

Cash flows from operating activities

Operating profit

Depreciation

Loss on disposal of property, plant and equipment
Loss on disposal of subsidianies

Amortisation

Reversal of Impaiment of assets

Share option charge/(credit)

Other gains and losses

Exchange movement

Changes 1n working capital (excluding the effects of acquisitions)
(Increase)/decrease mn nventories

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

Income tax paid

Net cash from operating activities

Imvesting activities

Interest recerved

Interest pard

Purchases of property, plant and equipment
Acquisition of intangible assets
Acquisition of geodwill

Dividends received from subsidianies

Net cash from investing activities

Cash flows used n financing activities
Capital element of finance lease rental payments
Dividends paid to Company's sharcholders
Raising/(Repayment) of borrowings

Net cash used in linancing activities
Net increase in cash and ¢ash equivalents

Cash and cash equivalents at beginming of period

Cash and cash equivalents at end of period

52 weeks 53 weeks
to 1 Jan to 2 Jan
2011 2010
£m im
izé 125
115 s
27 03
23 36
16 21
(23) amn
09 08
an 53
03 -
(137 152
23 123
(0 5) (23 0)
(57) 25
(2 6) (4 5)
28.3 373
01 03
(21) (22)
(3 6) {4 4)
(12) (03)
(06) @2)
150 241
76 17.3
(0 4) 02)
(22 0} (116)
- (39 8)
(22 4) (516)
135 30
125 95
260 128
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS

For the 52 weeks ending 01 January 2011

1a  Basis of preparation and general mformation
The Body Shop International PLC 15 a company incorporated in the Umited Kingdom under the Compames Act The address of the
registered office 1s given within "Company Information” at the front of these financial statements The nature of the Company’s
operations and its principal activities are sct out on page 1 of the Directors Report
These financial statements are presented in pounds sterling because that 15 the currency of the primary economic environment in which
the Company operates
All the Compames hquidity needs are met completely and exclusively by L’Oreal SA, and as such the hquidity nisk s minimal The
L’Oreal Group’s liquidity risk 1s managed with the primary aim of ensuring continued financing and opumising the financial cost of
debt
All references to 2010 in these financial statements relate to the 52 weehs ending 1 January 2011, or balances as at that date
Likewise, all references to 2009 relate to the 53 weeks ending 2 January 2010, or balances as at that date

1b  Adoptwon of new and revised standards
The following new and revised standards and Interpretation have been adopted i the current year Their adoption has not had any
significant impact on the amounts reported i these financial statements but may impact the accounting for future transactions and
arrangements
IFRS 3 (2008) - Business Combinations
1AS 27 (2008) - Conselidated and Separate Financial Statements
TAS 28 (2008) - fnvesiments in Associates
Improvements to IFRSs (2009)
IFRIC 17 - Dustributions of Non-cash Assists to Gwners
IFRS 2 (amended) - Group Cash-seitled Share-based Payment Transactions

Al the date of authonsation of these financial statements, the following Standards and Interpretations which have not been apphed in

these financial statements were tn ssue but not vet effective (and 1n some cases had not yet been adopted by the EU)
IFRS 9 - Financial Instruments

1AS 24 (amended) - Related Party Disclosures

IFRIC 19 - Extinguishing Financial Liabsiies with Equuty Instruments
IFRIC 14 (amended} - Prepayments of a Mintmum Funding Requirement
Improvements to [FRSs (May 2010)

IAS 32 (amended) - Classification of Rights Issues

The directors anticipate that the adoption of these Standards and Interpretations in future periods will have no material impact on the
financial statemenis of the Company except for the measurement and disclosures of Financial Instruments when IFRS 9 comes mto
effect for periods commencing on or after | January 2013

Ic  Accounting policies
The prin¢ipal accounting pelicies adopied in the preparation of these financial statements are set out below The policies have been
conststently applied to all peniods presented, unless otherwise stated These financial statements have been prepared in accordance with
International Financiat Reporting Standards (IFRSs and IFRIC mierpretations) ssued by the International Accounting Standards Board
(IASB) as adopted by the EU and with those parts of the Compamies Act 2006 applying to compames prepaning their accounts under
IFRS

Consohdated financial statements have not been prepared as the Company has taken advantage of the exemption granted by section
228 of the Compamies Act 2006, smce the Company itself 15 a wholly-owned subsidiary 1is immediate parent undertakang 1s L' Oréal
SA, a company incorporated in France, and therefore established under the law of a member state of the European Community As a
result, these accounts present information 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 01 January 2011

l¢  Accounting policies (continued)
Critical accounting judgments and key sources of estimation uncertainty
The preparation of financial statements under IFRS requires the Company to make estimates and assumptions that affect the
apphication of policies and reported amounts Estimates and judgements are continually evaluated and are based on historical
expenence and cther 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 nisk of causing a material adjustment to the
carrying amount of assets and [tabiities matnly concem the valuation of goodwill and provisions

Impairment of goodwill

The Company 1s required 10 test whether goodwill has suffered any imparrment The recoverable amount 15 deterrmined 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 tn
order to calculate the present value of these cash flows Details of the impairment review calculation are set out an note 11

Provisions

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

Revenue
Revenue represents the far value receivable in the ordinary course of business for goods sold and services provided It excludes
discounts given, VAT and other sales taxes

Revenue 1s recogmsed as follows

Sale of goods - wholesale

Revenue 1s recogmised when the Company has transferred to the customer the significant risks and rewards of the ownership of the
goods, and retains neither continuing managerial involvement to the degree usually associated with the ownership, nor the effective
control over the goods

Sale of goods - relail
Revenue 1s recognised when the product 1s sold to the customer Retail sales are usually i cash or by credit card The recorded
revenue 1s the gross amount of the sale, including credst card fees payable for the transaction

Rovalty imcome
Royalty income 1s recogrused on an accruals basts m accordance with the substance of the relevant royalty agreements

Sale of gift vouchers
Revenue from the sale of gift vouchers 1s mnally recognised as a liability te the customer This 1s released to revenue as the vouchers
are redeemed

Sale of loyalty cards

Loyalty cards entitle the holder 1o discounted purchases and gifts for a mited amount of time, i exchange for an 1mual payment fee
Revenues are deferred and amortised over the expected period of usage of the loyalty card, related to the mnihal fee payment In
addmen, when a loyalty card 15 sold an appropnate accrual 1s made for the Company's liability to the customer for gafts of product due
under the terms of the card

Operating profit
Operating profit 15 stated before investment income, finance costs, other gains and movement n fair value of derivatives and forward
contracts

Goodwill
Goodwill 15 tested annually for impairment and 1s carnied at cost Yess accumulated impairment losses Gawns and losses on the disposal
of an entty nclude the wnite off of the remaining carrying amount ef goodwill relating to the entity sold

Other intangible assets

Other ntangible assets mainly relate to software They are measured intially at cost and are then amertised on a straight-line basis over
their useful economic Wife of three to five years The amortisation charges for the year are included within operating expenses n the
income statement
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS {(CONTINUED)

For the 52 weeks ending 01 January 2011

lIc  Accounting pohcies (continued)
Impairment

Assets that have an indefimte useful hfe are not subject to amortisation and are tested annually for imparment Assets that are subject
to amortisation or depreciation are reviewed for impairment whenever assets or changes in circumstances indicate that their carrying
amounts may not be recoverable An impairment loss (s calculated as the amount by which the asset's carrying amount exceeds s
recoverable amount The recoverable amount 1s the higher of the assets fawr value less costs to sell and value in use For the purposes of
assessing 1mpairment, asscts are grouped at the lowest levels for which there are separately identifiable cash flows

Property, plant and equpment
All property, plant and equipment 1s shown at cost less depreciation and provisions for impairments, with the exception of freehold
land which 1s shown at cost less any provision for impairment

Depreciation 1s provided on a straight-line basis to wnte off the cost, less estimated residual value, of alt tangible fixed assets, except
frechold land, over the expected useful [ives Depreciation is calculated using the followng rates

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

Inventory

[nventories are stated at the lower of cost and net realisable value

Cost 1s calculated at purchase price on the basis of weighted average prices, together with any additional costs to bring the inventories
to their present location and condition, net of any provision for obsolete and slow moving tems

Net realisable value 1s based on estimated selling price less further costs to completion and disposal

Trade and other receivables

Trade and other receivables arc recogmsed mitially at fair value and subsequently measured at amortised cost using the effective
interest method, less provision for impairment

A provision for impairment of trade and other recervables 15 established when there 15 objective evidence that the Company will not be
able to collect all amounts due according to the oniginal terms of receivables The amount of the provision is the difference between the
assel’s camrying amount and the present value of esimated future cash flows, discounted at the effecine interesi rate  T'he amount of
the provision 1s recognmsed in the income statement

Provisions

A provision 15 recognised when the Company has a present legal or constructive obligation as a result of a past event, it 1s probable
that an outflow of economic benefits will be required (o settle the obligation, and a reliable estimate of the amount can be made If the
effect 1s matenial, provisions are measured using the expected future cash flows discounted at a pre-tax rate that reflects current market
assessments of the time value of money and, where appropriate, the risks specific to the Liability

A provision for onerous contracts 1s recogmised when the expected benefits to be derived by the Company from a contract are lower
than the unavoidable cost of meeting 1ts obligations under the contract

Foreign currency translation

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

Exchange differences are recognised in profit or loss i the period in which they arise except for exchange differences on transactions
entered into 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 01 January 2011

Ie  Accounting policies (continued)
Research and development
Expenditure on internally developed products 15 capitalised if it can be demenstrated that
o 1t 18 techmcally feasible to develop the preduct for 1t to be sold,
adequate resources are available to complete the development,
there 15 an wntention to complete and seli the product,
the Company 15 able o sell the product,
sale of the product will generate future economec benefits and
expenditure on the preduct can be measured reliably
Devetopment expenditure not satisfymng the above cnitena and expenditure on the research phase of ntemnal projects are recognised n
the income statement as incurred

cC o0 O0¢C

Taxanon

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

Deferred tax 15 accounted for using the balance sheet liability method in respect of temporary differences ansing from differences
between the cammying amount of assets and lLiabilities wn the financial statements and the corresponding tax basts used 1n the
computation of taxable profit

In principle, deferred tax habilities are recogmised for all taxable temporary differences and deferred iax assets are recognised 1o the
extent that it 1s probable that taxable profits will be available against which deductible temporary differences can be utihsed

Deferred tax 1s charged or credited in the income statement, except when 1t relates to items credited or charged directly to equity, i
which case the deferred tax 15 also dealt with 1n equity

Leased assets

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

Assets held under finance leases are capitalised at the lower of the far value of the leased asset and the present value of the mimmum
lease payments The comesponding leasing commitments, net of finance charges, are included in habihtes

Leasing payments are analysed between capital and interest components so that the interest element 1s charged to the income statement
over the pertod of the lease at a constant periodic rate of interest on the remaiming balance of the lability omstanding

All other leases are treated as operating leases with annual rentals charged to the mcome statement on a straight-line basis over the
term of the lease

Pension costs
Contributtons to the Company's defined contnbution scheme are charged to the income statement in the year in which they become
payable

Share based payments

Upen the acquisition of the Company by L. Oréal SA tn 2006, the Cempany delisted from the London Stoch Exchange As a result all
share awards and options granted under the Company lapsed as at 25 July 2006

Pursuant to the share option scheme of L.’Oréal SA (the “Scheme™) the board of directors of L*Oréal SA may, at its discretion, grant
options to eligible participants, including directors of The Body Shop Internauonal PLC and its subsihary companies Details of
options granted under that scheme and of the related costs mcurred by the Company can be found in 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
vesied as of 29 February 2004 or have been granted since that date

Full detatls of the share options scheme of [.’Oréal SA can be found m therr financial statements

Financial assets

The Company classifies 1t financial assets into onc of the following categornes, depending on the purpose for which the asset was
acquired Other than financial assets 1 a qualifying hedging relationship, the Company's accounting policy for each category 15 as
follows
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

1c  Accounting policies (continued)
Loans and receivables
These assets are non-denvative financial assets with fixed or determinable payments that are not quoted n an active market They anse
principally through the proviston of goods and services to customers (trade debtors), but also incorporate other types of contractual
monetary asset They are carried at cost ess any provision for impairment

Held-to-maturity investments

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

Financial habihines
The Company classifies its financial liabilities nto trade payables and other monetary habiliies, which are recognised at amortised
cost

Derwvative financial mstruments
The Company uses derivatives (such as forward foretgn currency contracts) and non-denivative financial instruments (such as foreign
currency loans) to provide commercial hedges of its net investments in foreign subsidiaries and agatnst forecast cash flows designated

n currencies other than the Company's functional currency
Derivative financial instruments are mitially accounted for at cost and subsequently re-measured to farr value at each reporting date

The 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 15 effective in which case the gains or losses are taken 10 equity until such tume that the hedged transactions are
recogmsed n the income statement, at which time the accurnulated gams and losses recogmised i equity will also be recognmised n the
income stalement

For financial instruments that do not quahfy for hedge accounting, any gains or fosses ansing from the changes n fair value are taken
directly to the mncome statement

Hedgimg
In accordance with 1AS 39, the Company designates certain nishs being hedged into a cash flow hedge

The gains or losses ansmg from hedges of the exposure to vaniability in future cash flows relating to firm commitments or highly

probable forecasted transactions are deferred 10 equity Deferred gains or losses are released when the forecasted transactions occur
Any meffective portion of the hedge 15 always recogmsed immediatety in the income statement
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

2 Revenue

Sale of poods
Royalties
Fretght income

3 Operating expenses
Operating profit for the pertod has been arrived at after charging

Operating costs relatmg to Company-owned shops, The Body Shop At Home™ and the internet
Selting and distnbution costs
Adminstrative expenses

Restructurtng costs

4 Operating profit
Operating profit for the period has been armved at after (crediting)/charging

Net foreign exchange gains

Research and development

Depreciation of property plant and equipment

Reversal of impairment of property plant and equipment
Amortisation of intangible assets

Loss on disposal of property plant and equipment

Stoch wnitten off

Bad debts wnitten off

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

52 weeks 53 weehs
to 1 Jan te 2 Jan
2011 2010
£m £m
2956 2958
342 230

23 17
3321 3205
52 weeks 53 wecks
to 1 Jan te 2 Jan
2011 2010
£m £m

863 914
144 146
644 750
1651 1812
@6 1o
1657 1922
52 weehs 53 weeks
to 1 Jan to 2 Jan
2011 2010
£m £m

04 (12)

24 22
15 119
23 (17)

16 21

27 03

08 20
(04) 04
298 206
07 07
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

4

Operating profit (conttnued)

53 weeks
to 2 Jan
2010

£m

02

03

05

53 weeks
to 2 Jan
2010

£m

553
42
50
32
08

685

53 weeks
to 2 Jan
2010

£m

642
127
1991

52 weeks
to 1 Jan
2011
£m
Auditors retnuneration
Fees payable to the company s auditors for the audit of the company’s
annual accounts 02
Fees payable to the company’s auditors and their associates for other services
to the group the audit of the company’s subsidiaries pursuant to legislation 03
Fees payable to the company's auditors fer non-audat services
05
Staff costs and numbers
Costs durtng the period including directors emoluments which are disclosed 1n note 6, were as follows
52 weeks
to 1 Jan
2011
£m
Wages 550
Redundancy costs 01
Social secunty and other taxes 47
Pension 30
Share based payments 13
64 |
The average number of employees during the period was as follows
52 weeks
to 1 Jan
2011
£m
Admimistration 594
Distributton / manufacturing 196
Shops 2,199
2 989

2 760
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

6 Directors® remuneration
The total amounits for directors’ remuneration was as follows

Emoluments

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

One director was 1ssued share options duning the pertod (2009 one director)

(One director exercised share options duning the period (2009 no director)

Dunng the year one director received shares under tong term mcentive schemes (2009 one director)
The emoluments of the highest paid director were £0 7m (2009 £0 7m)

The Board consider the directors to constitute key management personnel

7 Investment revenues

Dividends recerved

Interest revenue
Loans and recetvables (including cash and bank balances)

8 Fimance costs

Interest on bank overdrafts and intercompany loans

Interest on obligations under finance leases

52 weeks 53 weeks
to 1 Jan to 2 Jan
201 2010

£ £m

07 11

07 11
52 weeks 53 weeks
to 1 Jan to 2 Jan
2011 2010
£m £m

150 241

01 03
151 244
52 weeks 53 weeks
to 1 Jan 02 Jan
2011 2010
£m £m

02 03

19 19
21 22
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

9 Tax
Analysis of charge in perod

Current tax
Current peniod charge
Prior penod (credit)

Deferred tax
Current pertod (credit)charge
Total tax charge

Tax on items charged to equity

Deferred 1ax on share based payments
Deferred 1ax on cash flow hedges

The charge for the peniod can be reconciled to the profit per the income statement as follows

Profit on ordimary activines before tax

Profit on ordinary activines multiplied by the rate of UK corporation tax of 28% (2009 28%)

Effects of

Expenses not deducnible for tax purposes
Non taxable dividends

Onerseas tax suffered

Double taxation relief’

Other

Prior peried adjustment

Total taxahion

52 weeks 53 neeks
to 1 Jan to 2 Jan
2011 2010

£m £m

107 25
{12} 23)

95 02

- 05

95 07
52 weeks 53 weeks
to 1 Jan to 2 Jan
201 2010

£m £m

. 01

05 21)
05 {2®)

52 weeks £3 weeks
to 1Jan to 2 Jan
201 200

£m £m

456 347
128 97

17 18
42) o7

05 11
035) ()
01 28

©9) {13

93 07
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

10 Dividends

52 weeks 53 weeks
to 1 Jan to 2 Jan
2011 2010
£m £m
Amounts recogmised as distnbutions 1o equity holders in the
peniod
Final dividend for the period ended 2 January 2010 of 9 7p
per share paid 1n 2010 220 -
[ntenim dividend for the penod ended 27 December 2008 of
5 1p per share paid mn 2009 - 16
220 116
Proposed final dividend for the peniod ended 1 January 2011
of 15 8p per share asg .
Proposed final dividend for the period ended 2 January 2010
of 9 7p per share - 220

The proposed final dividend 15 subject to approval by shareholders at the Annual General Meeting and has not been included as a iabilhity

withmn these financial statements
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

11 Goodwill
Cost im
At 27 December 2008 68
Addiuons 03
At 2 January 2010 71
Additions 06
At 1 January 2011 77

Carrying amount
At 1 January 2011

At 2 January 2010 71

N

Impairment tests for cash generating units containing goodwill

Goodwill with an indefinite useful Iife 15 allocated to the Company's cash generating umts

The recoverable amounts of the Company's cash generating units are determined based on vatue-in-use calculations  These calculations
use cash flow projections based on actual operating results and on budgets approved by management Cash flows beyond the 1mitial
budgeted penod are extrapolated using a growth rate of 0% (2009 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 untt eperates A pre-1ax discoun rate of 7 9%
(2009 7 9%) has been used 1n discounting the projected cashflows This discount rate 15 determined by 1 *Oréal SA and 1s the weighted
average cost of capital (WACC), adjusted by applying a country risk premium 1f necessary

The Company has conducted a sensitivity analysis on the impairment test of each Cash Generating Unit A cut in the sales growth rate by
three percentage points would result in the carmying value of goodwit! bewng reduced to its recoverable amount
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

12 Other intangible assets

Software
At 27 December 2008 120
Additions 03
Disposals 12
Asset reclassification {note 13) 06
At 2 January 2010 117
Additions 12
Disposals (21
Asset reclassification (note 13) 02
At 1 Ja2nuary 2011 110
Amortisation
At 27 December 2008 80
Charge for the penod 22
Disposals (an
At 2 January 2010 91
Charge for the penod 16
Disposals 21
At | January 2011 86
Carrying amount
At 1 January 2011 24

At 2 January 2010 26
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

13 Property, plant and equipment

Short term
Freehold leasehold Plant and
properties property equipment Total
rm tm im m

Cost or valuation
At 27 December 2008 04 559 7718 134 1
Additions - 01 43 44
Disposals - (0 1) (34) 35)
Asset reclassification {note 12) - - 06) (06)
At 2 January 2010 04 559 781 134 4
Additons 00 02 34 36
Disposals - 26) (10 (36)
Asset reclassification (note 12) - - 02 02)
At 1 January 20H1 04 535 8013 1342
Accumulated depreciation
At 27 December 2008 - 311 398 709
Charge for the penod - 18 101 119
Impatrment reversal - (20) 03 (an
Disposals - ©h an 32
At 2 January 2010 - 308 471 7719
Charge for the peniod 01 22 92 115
Impairment reversal - @n 0z (23)
Disposals - - % (09)
At 1 January 2011 01 309 552 862
Carrying amount
At 1 January 2011 03 226 251 480
At 2 January 2010 04 251 310 565

Impairment loss

In 2006 an impairment loss arose as a result of a significant sub-tenant of a manufactunng property, of which the Company holds the
head lease, entering admunistration dunng the period  As a result the sub-tenant vacated the property, which remained unoccupied until
2009 when the Company began utilising the property itself As a result a portion of this impairment was reversed in 2009

In 2010 the Company exiled a finance lease asset arrangement  [mpairment had previously been recognised 1n relation to this asset and
was teversed (n 2010 as a result of this transaction

No assets have been pledged 1o secure the borrowings of the Company (see note 18)

The Company’s ocbligations under finance leases (see note 21) are secured by the lessors nitle to the short term leasehold property which
have a carrying amount of £11 8m (2009 £13 5m)

At 1 January 2011 the Company had entered into contractual commuitments for the acquisition of property, plant and equipment
amounting to £0 3m (2009 £0 4m)
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

14 Subsidiaries

Cost of investments in substdiaries (less provisions)
Bought forward

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

Carned forward

The Company's pnincipal subsidiaries at 1 January 2011 were

Soapworks Limited

The Body Shop Worldwtde Linited
The Body Shop Canada Limited
Skin & Hair Care Preparations Inc
Buth-Na-Bodhaige Inc

The Body Shop (Singapore) Pte Ltd
The Body Shop Intemnattonal (Asia Pacific) Pte Lid
The Body Shop Hong Kong Limited
Mighty Ocean Company Limited
The Body Shop (France) SARL

The Body Shop Beteiligungs GinbH
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

Dibel 3 5A

52 weehs 53 weeks

to 1 Jan to 2 Jan

2011 2010

£m £m

1578 161 4

[€K)] 04

10 320

- (352)

1555 1578

Aggregate Retamned

amount of profit or

% Helding of Country of share capital  (loss) for the
ordinary incorporation  and reserves penod ended
shares and operation asatl Jan 1l 1 Jan 2011
£m im

*100  Great Britain 37 13

100 Great Britain 00 86

100 Canada 78 21

100 USA 911 00
100 USA 55 29
100 Singapore 55 34

100 Singapore i2 07

100 Hong Kong 289 94
100 Hong Kong 26 04
w4100 France (56) {17
100 Germany i38 00
100 Netherlands {02) O
He24100 Netherlands (13) {0 8)
100 Austmna 07 03
w00 Denmark 17 g1
100 Sweden 78 46
100 Spain 09 (0 4}

100 Portugal 29 04
wrRrEr100 Portugal 03 co

* Denotes that Soapworhs [ td changed its name on 4 January 2011 to The Body Shop Queenshe Ltd and that 11 sold its trade and assets

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

** Denotes that Buth-Na-Bodhatge Inc 15 indirectly owned by The Body Shop International Ple, direct ownership s held by Skin & Hair

Care Preparations Inc

**** Nenotes that The Body Shop (France) SARL and B S Denmark A/S are indirectly owned by The Body Shop International Pl direct

ownership 15 held by The Bedy Shop Worldwide Limited

*a4%4 Denotes that The Body Shop Netherlands BV 15 indirectly owned by The Body Shop International Ple direct ownership 1s held by

The Body Shop Benelux BV

#*#+2% Denotes that Dibel 3 SA 15 indwectly owned by The Body Shop International Pl 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 w eeks ending 01 January 2011

14

Subsidiaries (continued)

Investments

Soapworks Lirmited *

The Body Shop Worldwide Limited
The Body Shop Canada Limited
Skin & Hair Care Preparations [nc
Buth-Na-Bodhaige [nc

The Body Shop (Singapore} Pee Lid

The Body Shop International (Asia Pacific) Pte Ltd

The Body Shop Hong Kong Limued
Mighty Ocean Company Lunited
The Body Shop {France) SARL

The Body Shop Beteiligungs GmbH

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

B S Denmark A/S

The Body Shop Svenska AB
Cosmenatura 5A

Dnbel 5A

Dibel 3 SA

Principal activity
This company manufactures soap home fragrance otls and related
products

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

This company trades 1n The Body Shop® products in Canada

This company acts as a holding company in 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

Ttus company trades 1n The Body Shop® producis in Singapore
through reta:l cutlets

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

This company acts as a holding company 1n Hong Kong and docs
not otherwise trade

This company trades in The Body Shop® products 1n Hong Kong
This company trades in The Body Shop® products in France

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

This company trades in The Body Shop® products in the
Netherlands

This company trades in The Body Shop® products in Belgium
This company trades 1n The Body Shop® products in Austna
This company trades tn The Body Shop® products in Denmark
This company trades in The Body Shop® products in Sweden
This company trades in The Body Shop® products in Spamn
Thes compzny trades in The Body Shop® products in Portugal

This company trades in The Body Shop® producis in Portugal
through 1ts parent Dibel SA

* Denotes that Soapworks Ltd changed 1ts name on 4 January 2011 to The Body Shop Intermational Queenshe Lid and that 1t became a

non-trading company

Inventories

Fimshed goods

As at As al
I Jan 2 Jan
2011 2010
m £m
659 522
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

16 Other financial assets
Trade and other receivables

Current assets
Trade receivables
Less provisions for impairment of receivables

Trade receivables - net

Amounts owed by subsidiary undertakings
Prepayments
Other recevables

Trade recen ables

52 weeks 53 weeks
to § Jan to 2 Jan
2011 2010
£m £m

288 272
{3 21
274 251
142 209
19 102
07 03
542 565

The standard credit peniod provided on sales 15 30 days Trade receivables at the balance sheet date that have exceeded that period are aged
below Standard Company pohicy 1s to provide fully for all receivables thal are past due beyond 120 days and trade recenabtes between 30
days and 120 days are provided for based on estimated irrecoverable amounts determined by reference to past default expenience or local
knowledge Interest 15 not charged on overdue receivables Receivables in respect of franchisees ave provided for where there 15 an
dentified loss event, such as admimistration recervership or hquidation which is evidence of a reductton 1n the recoverabihity of the cash

flows

The Company polictes with regard to credit nsh and details of the management of such risk, 1s discussed in note 33

Agemg of past due receivables

90-120 days
120+ days

Total

Movement in the allowance for doubiful debts

Balance at the beginming of the penod
Impairment losses recognised
Impairnent losses reahised

Batance at the end of the period

The provision balance above includes 2n element relating to some intercompany receivable balances

As gt As at
1 Jan 2 Jan
o 2010
im £fm
03 07
04 02
03 -
06 03
16 12
2010 2000
£m £m
21 13
01 11
o7 {03)
15 21
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THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

17

Cash and cash equivalents

Asat As at

1 Jan 2 Jan

2011 2010

fm £m

Cash and cash equivalents 260 125

Cash and cash equivalents compnse cash held by the Company and short-term bank deposits with an ongmal matunity of three months or
less In the opimion of the Directors, the carrying amount of these assets approximates to thetr far value

Borrowings
As at As at
1 Jan 2 Jan
2011 2010
£m £m
Unsecured borrowing
Loans from related parties 20 20
Amount due for settlement within 12 months 20 20
Sterling Euros
£m £m
02-jan-10
Loans from related parties - 20
01-Jan-11
Loans from related partics - 20

Amounts repayable to related parties of the Company carry nterest of 0 7195 - 0 91% per annum charged on the outstanding loan
balances

The Body Shop International Plc 1s financed entirely through FINVAIL, which is the financing arm of the LOreal SA in house bank via
L'Oreal Group Central Treasury The Company has no external borrowing facilities Interest is charged on loans by FINVAL at arms-
length rate that being 50 basis pownts above LIBOR or EURIBOR  The Company 13 therefore subject 10 interest rate vamations and does
not hedge 1ts interest rate rish exposures

Interest due to FINVAL on loans 1s payable at the end of each monthly accounting perod  Interest amounts outstanding at |st January
2011 are included 1n accruals  The average effective interest rates for 2010 were 0 91% and 0 86% for loans denormnated in Sterling and
Euros respectively
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19 Derivative financial instruments

As al As at
1 Jao 2 Jan
201 2010
£m £m
Dernvatnes that are designated and effective as hedging instruments carried at fair value
Forward foreign currency contracts held as assets 13 26
Forward foreign currency contracts held as liabilities 27 (20)
Net position at the balance sheet date (14) 06
Further details on Denvative financial mstrurnents can be found 1n note 33
Maturity analysis of borrowings and derivative financal instruments
Within | year 2-5years 5+ years Total
£m £m £m £m
2010
Botrowings - - -
Denvative habihities 27 - 27
Trade and other payables 545 83 219 847
572 83 219 874
2009
Borrowings 20 - 20
Dernative habiities 20 - 20
Trade and other payables 515 83 240 238
555 83 240 878

20 Deferred tax

The following are the major deferred tax Labiliies and assets recogmsed by the Company and movements thereon dunng the current and
prior reporting period

Accelerated Share based Other Total

capital payments tem porary

allowances differences
£m £m £m £m
As 27 December 2008 [€R)} - 35 04
Charge to income 03 - {08 (035)
Charge to equity - - 20 20)
As 2 January 2010 (28) - 07 (21}
Charge to income a1 04 {05) -
Charge to equity - - (1] 05
As | January 2011 27 04 ) (16)

Page 30




THE BODY SHOP INTERNATIONAL PLC

NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

20 Deferred tax {continued)

P4

Certain deferred tax assets and liabilities have been offset The following 1s the analysis of the deferred tax balances (afler offset) for
financial reporting purposes

As at As at

1 Jan 2 Jan

201 2010

£m £m

Deferred tax iabilities (4! (28)
Deferred tax assets 11 07
(7] 21}

Deferred tax assets are recogmsed i respect of temporary differences to the extent that the reahisation of the related tax benefit through
future taxable profits 1s probable Under current tax legislation deductible temporary differences may be carmed forward for relief
against future tax habilities

Obligations ander finance leases

Minimum lease payments Present value of lease
2010 2009 2010 2009
£m £m
Amounts payable under finance leases
Within one year 21 21 16 21
In the second to fifth years inclusive 83 83 49 58
After five years 219 240 43 57
323 344 113 136
Less future finance charges (20 9) (20 8} na n/a
Present value of lease obligations 114 136 113 136
Less Amount due for settlement witlun 12 months (shown (16} @n
under current habilities)
Amount due for settlement after 12 months 97 115

It 15 the Company s policy to lease certain properties under finance leases The average lease term 15 37 5 years For the penod ended |
January 2011 the average effective borrowing rate was 16 38% (2009 16 38%) Interest rates arc 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 denotrunated in sterhing

The farr value of the Company s lease obhigations approximates to their carrying amount

‘The Company s obhigatrons under finance leases are secured by the lessors” nghts over the leased assets disclosed sn note 13
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22

3

Other financial habilities
Trade and other payables

Asat As at

1 Jan 2 .Jan

2011 2010

£m £m

Trade payables 259 200
Social secunity and other taxes s 36
Other payables 23 48
Accrued expenses 154 196
Deferred income 28 34
Amounts due to subsidiary undertakings 67 57
566 571

Trade payables and accrued expenses principally compnse amounts outstanding for trade purchases and ongoing costs The average credit
pertod taken for trade purchases 1s 26 days (2010 27 days) For most supphers no interest 1s charged on the trade payables for the first 30
days from the date of the invoice Thereafter, interest 1s charged on the outstanding balances at various inierest rates The Company has

financial risk management policies in place to ensure that all payables are patd withan the credit timeframe

The Dhrectors consider that the carrytng amount of trade payables approximates to thewr fair value

Provisions

At 27 December 2008
Provision ingrease in the penod

At 2 January 2010
Provision decrease in the penod

At 1 January 2011

All amounts are included within current liabihties

Onerous
contracts

£m

37
25

62
57)

- 05

The onerous contracts relate to buildings which the Company no longer occupy The affected lease agreements expire within 2 to 25
years Where possible the Company sublets the properties  The amounts due net of rents receivable under subleases are discounted at the
effective rate of interest of 7 9%, being the weighted average cost of capital (WACC) determuned by L’Oreal SA and as detadled further in

nete 11
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24

26

Share capital

Issued and fully paid
226,710,000 ordinary shares of £0 05 each

The Company has one class of ordinary shares which carry no night to fixed mcome

Share premium account

Balance at 1 January 2011 and 2 January 2010

The shate premium account consists of amounts subseribed for share capital 1n excess of thetr nonunal value

Other reserves

Balance at 27 December 2008
Share option expenses
Foreign currency forward contracts

Balance at 2 January 2010
Share option expenses

Foreign currency forward contracts

Balance at t January 2011

Hedging Reserve

As at 1 Asat2

January January

2011 2010

£m £m

113 i3

Share

premium

£m

747

Hedging  Share based Total

reserve paviments

£m fm £m

{52) 10 (42)

- 08 08

53 - 53

01 18 e

- 09 09

(1 . an
(10 27 17

The Hedging reserve represents the cumulative portion of gams and losses on hedging instruments deemed effective 1n cash flow hedges
The cumulative deferred gamn or loss on the hedging nstrument 1s recogmsed i profit or loss only when the hedged transaction impacts
the profit or loss or 15 included as a basis adjustment 1o the non-financial hedged 1tem, consistent with the applicable accounting policy
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28

29

30

Retamed earnmengs

£m
Balance at 27 December 2008 1558
Dhwvidends pad (116)
Net profit for the period 340
Batance at 2 january 2010 1782
Drwadends pard (220
Net profit for the pertod 361
Balance at 1 January 2011 1923
ey

Post balance sheet events
No matenal post batance sheet event has eccured

The information in note 14 cutlines a wholly owned subsidiary changed its name and sold 1ts trade and assets after the balance sheet date
This 1s not considered to be a matertal post balance sheet event

Contingent habthties and guarantees
The Body Shop Intemational PLC acting it its capacity as hotder of all 1ssued shares of The Body Shop Benelux B V has a guarantee mn
place to accept jontly 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 As at
1 Jan 2 Jan
2011 2010
£m £m
Mimmum lease payments under operating leases
recogmised as an expense 1n the penod 305 313

At the Balance Sheet date the Company had outstanding comtmitments for future mmmumum lease payments under non-cancellable
operating leases which fall due as follows

As at As at

1.Jen 2 Jan

2011 2010

£m £m

‘Within one year 279 285
In the second to fifth years inclusive 851 801
After five years 406 606
1536 165 5

Operating lease payments represent rentals payable by the Company for certain of 1ts various outlets warehouses and offices under non-
cancellable operating leases The leases have varying terms escalation clguses and renewal nights  The Company also leases items of
plant and equpment on short and medium terms leases  The majonty of leases are subject to rent reviews
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30 Operating lease arrangements (continued)

3

Included in the above operating lease commtments, 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-lezse incomes, 1t 15 not possible to provide accurate
information as to the sphit of expected tncomes from sublet properties over future penods

Income from sublet properiies recogmsed 1n the imcome statement in the current and prior pertods are as follows

52 weeks 52 weeks

to 1 Jan to 2 Jan

2011 ZU10

tm tm

Income from sub-leases recogmsed 1 the penod 11 11

Share based payments

The board of directors of L Oreal SA may, at tts discretion, grant options to acquire shares in L Oréal SA to eligible paructpants
mcluding directors of The Body Shop International PLC and 11s subsidiary companies
The details of the arrangements of I Oréal SA were as follows

Stock option scheme

In accordance with [FRS 2 Share-based payment  the value of the ophons granted calculated at the grant date 1s charged to the income
statement over the vesting penod, which 1s generally 5 years Only options 1ssued after 7 November 2002 and not fully vested at 1 January
2005 are accounted for in accordance with standard IFRS 2

The impact on the result of the period of application of standard IFRS 2 15 booked on the Operating expenses line of the income

statement The group recogmsed total expenses in the year of £1 3m (2009 £0 8m) related to equity settled share based payments
transactions

The fatr value of the slock options 15 determined using the Black Scholes model This model allows for the charactenstics of the plan such
as exercise price and exercise penod market data at the acquisstion date such as the rish-free rate, share pnce, volatihity expected
dividends and behavioural factors of beneficiaries

The mode] 15 based on the following hypotheses

2010 2000
Risk-free rate of return 283% 315%
Lxpected hife span 7 years 7 years
Expected volatility 24% 32%
Expected dividends 1 86% 283%
Share price B0S 5094
Exercise price B0 03 5011
Fair value 1717 1216

Expected volatlity is equal to the implicit volatility of the options hsted on the MONEP at the grant dates As from 2007 in order to
mitigate the effects of the atypical phenomena, the retained volatility corresponds to the average between the implied volatility at the grant
date and the histonic volatility over the expected life span of the option The expected hie span has been adjusted 1n order to match as
closely as possible the behavioural hypotheses of the beneficiaries
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31 Share based payments (continued)

The stock options granted to ehigible parhicipants of The Body Shop Internationzl PLC have no performance conditions attached These
have an exercise period of 5 years Detatls of the opions granted are as follows

2010 2009
Number ot Weighted Number ot Weightea
optons (n €) options {mm €)
{mllions) {milhons}
Stock option schemes
Outstanding a1 beginming of period 02 97 02 917
Granted during the peried ol 800 01 301
Forfened duning the peniod on - {01 -
Outstanding at the end of the period 02 02
e
Exercisable at the end of the period - -
e — T ———

Stock options were granted on 27 Apnil 2010 The aggregate of the estunated fair values of the options granted at that date 1s £3 2m

32 Retirement benefit schemes
Defined contribution schemes

The Company operates a group personal pension scheme for s employees the assets of which are held i independently admimistered
funds The pension charge represents contnbutions payable to the funds and amounted to £3 Om (2009 £3 2m) Other creditors includes
an accrual of £0 2m (2009 £0 2m) 1n respect of accrued pension contributions
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KX

Financiat Instruments

Categories of financial assets & habthlies

Fmancial assets
Derivative mstruments (n designated hedge accounting relationships

Loans & receivables.

Trade reccivables

Amounts owed by subsidiary undeniakings
Cash and cash equivalents

Loans & receivables

Financial habilities
Dervative mstruments i designated hedge accounting relationships

Amortised cost*

Payables

Amounts due to subsidiary undertakings
Bemmowings

Amortised cost

Financia) risk management objectives

Asat ] As at 2
January January
2011 2010
£m £m

13 26
274 251
142 209
260 125
676 585
689 611
27 20
499 514
67 57
20 20
586 591
613 611

The Company actively manages the risks ansing from 1ts operations, as weli as the financial instruments put in place to mitigate

those nsks The Board of Directors has overall responsibihity for the establishment and oversight of the risk management

framework, and specifically for ensuring that the Company has adequate policies, procedurcs and miernal controls 1n place to
successfully manage and to mtigate the key nisks to which the company 1s exposed  As a wholly-owned subsidiary of L*Oréal SA
fhe Body Shop International Plc 1s comphiant with the Group’s pelicies in all aspects of financial management

The principal financial nisk groups for the Company can be categorised as foreign exchange risk, imterest

rate nisk, hquidity nisk and credit nsk
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33 Financial Instruments (continued)
Foreign Currency Risk Management

‘The Company undertakes transactions denominated in foreign currencies, consequently exposures to exchange rate fluctuations arise
In accordance with L' Oreal Group rules, all lughly probable future transactions in foreign currency are hedged fully and
systematically This 1s explammed in further detail below

The carrying amount of the Company's foreign currency denominated monetary assets and habilities at the reporting date are as

follows
Liabilities Assets
2010 2009 2010 2009
'm ‘m m 'm
AUD 61 - - -
CAD 03 00 29 58
DKK 42 - 106 95
EUR 49 2Z7 110 121
HKD 00 00 310 273
JPY 101 44 84 -
MXN 183 - 26 260
SEK 01 - 74 153
SGD 29 59 37 61
THB 44 6 26 00 -
UsD 65 07 85 42

Foreign Currency Sensitivity Analysis

The company 1s exposed to a number of a currencies n the course of its normal operations

The following table details the Company's sensttivity to a 8% increase and decrease 1n Sterling against the relevant foreign
currencies 8% represents management's assessment of the reasonably possible change n foreign exchange rates  The sensitivaty
analysis includes only outstanding foreign currency denominated monetary items and adjusts their translation at the period end for an
8% change n foreign currency rates A positive number below dicates an increase 1n profit and other equity where Sterling
strengthens 8% agamst the relevant currency For a 8% weakening of Sterling against the relevant currency, there wouldbe a
comparable impact on the profit and other equity, and the balances below would be negative

2010 2009

£m £m

Income statement (03%) 02
Equty 16 39
TOTAL 11 41
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33  Financial [nstruments {continued)

Income

statement Equity

) ()
2016 2009 2010 2009
£m £m £m £m

Sensitivity by currency

AUD - - - -
CaD 01) 02 08 11
DKK - - 02 -
EUR (02) 03) 20 23
HKD on 01 07 09
JPY - - 01 -
MXN - - 01 -
SPFK - 01 04 04
S5GD oL - 02 -
THB - - 21 -
uspD - 01 08 (08)
TOTAL (0 5) 02 16 39

(1) This 1s mainly attibutable to the exposure outstanding on recetvables and payables i the Group at the balance sheet date
(1) This 1s a tesult of the changes in farr value of derivative instruments designated as cash flow hedges

Ir management's opinion, the sensiivity analysis 1s unrepresentative of the imherent foreign exchange nsk as the year end exposure
does not reflect the exposure durning the year Forward foreign exchange contracts used to hedge the following years forecast
cashflows are purchased prior 1o the end of the year (see below}  The nominal value of the portfolio, and sensitivity of exchange
rates on Other Equity 1s therefore more likely 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 margmnal

Forward Foreign Exchange Contracts

To manage 1ts exposure 10 currency risks arising in the course of its normal operations, the Company uses derivatives arranged on its
behalf by L'Oreal Group Central Treasury The L.’ Oreal Group negotiates currency contracts only with orgamisations with the
highest credit ratings In accordance with 1.’ Oreal Group rules, currency denvatives are set up exclusively for the purposes of
hedging thus ensuring no speculative positions are taken

The Company 1s exposed to currency nisk from transactions recorded on the balance sheet and from future transactions considered to
be highly probable The L.’ Creal Group's approach to currency nisk from its future commercial transactions is 1o hedge at the end of
the year a very significant part of the currency nisk for the following year using denvative contracts on the basis of operating budgets
established 1n each subsidiary

As part of this process the Company analyses all future foreign currency flows in detailed forecasts for the coring budgetary year
The resulting nsks 1dennified are hedged to a level between 80% to 100% using mostly forward contracts, and to a lesser eatent
options, to reduce as far as possible its exposure to currency risks  No other derivatives are used
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33

Financial lInstruments {continued)

Forward Foreign Exchange Contracts {continued)

For The Body Shop International Plc, highly probable transactions for foreign exchange nisk fall into three principle categories,

sales to subsidianes, royalty income and the purchase of stock  Exchange nisk from income anises pnimanly from the USD, EUR
CAD and HKD which together accoun for just over 80% of the total exposures at the end of 2010 On the purchases side, USD,
THB and EUR payments accounted for just over 90% of the currency portfolio It 1s specifically the volatility of GBP agamst
EUR,THB ,SEK and USD from the time of hedge contract purchase to the closing booking whach has generated the fair value
revaluations reported above at 01 Janvary 2011 A complete analysis of the portfelio held at the balance sheet date 2010 and 2009 15
provided

Only operating flows and payments for capital investments are hedged by the Company 1t 1s not prachice to hedge either loans,
mvesiments or dividends

Summary of Derivative Financial Instruments
The following table details the forward foreign currency ("FC") contracts outstanding as at the year end

Average Exchange

Rate Foretgn Currency Nommal Market Value

2010 2009 2010 2009 2010 2009 2010 2009
‘m ‘m £m £m £m £m

Buy
GBP/AUD 15 - (¢ 4) - (02) - - -
GBP/CAD 16 17 (12) 28) (0 8) {17 - -
GBP/DKK 87 82 (12) 48) 0 (0 6) - -
GBP/EUR 12 11 (19 3) (26 8) (16 3) (233) 04 05
GBPAIPY 1273 148 5 ©02} (2598) (05) (18 - -
GBP/MXN 193 - (196} - (10 - - -
GBP/SEK 107 s (01 04 - - - -
GBP/SGD 20 22 (112) (304) (56) (13 6) 0l (02)
GBP/THB 46 4 - (1,339 6) - (289) - (0 3) -
GBP/USD 16 16 (54 5) 69 7) (349) (426) 04 05
(883) (836 06 08

Sell
GBP/ICAD L6 17 179 285 114 70 1) 03
GBP/DKK 86 83 342 298 40 36 - 01
GBP/EUR 12 L1 619 539 525 472 (0 8) 07
GBP/HKD 120 12 6 119 4 1677 100 133 - -
GBPAIPY 127 7 148 2 2957 243 0 23 16 - -
GBP/MXN 194 213 4212 384 22 18 - -
GBP/SEK 11 115 562 63 1 53 55 (03) -
GBP/SGD 20 22 154 180 77 80 on o1
GBP/USD 16 16 370 519 235 321 (04) o1
118 6 130 1 (17 01
Net Buy/Sell (an 07
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33 Fmnancal Instruments (continued)
Maturity analysis of borrowings and derivanive financial mstruments

Within 1

year 2-Syears 5+ yjears Total
£m £m £m £m

2010
Borrowings - - - -
Denvative hiabihties 27 - - 27
Trade and other payables 545 83 219 847
572 83 219 874

2009
Borrowings 20 - - 20
Denvative liabilities 20 - - 20
Trade and other payables 515 83 240 838
555 83 240 87 8

Level 1 fair value measurements are those derived from quoted prices (unadjusted) tn active markets for 1dentical assets or habilities
Level 2 fair value measurements are those derived from mputs other than quoted prices mcluded within Level 1 that are observable
for the asset or habilaty, esther directly (1 ¢ as prices) or indirectly (1 € derived from prices), and

Level 3 fair value measurements are those derived from valuation techniques that include inputs for the asset or hability that are not
based on observable market data (unobservable inputs)

2010 2009
Level 1 Level2  Level 3 Levell  Level2 Level3
£'m £'m £'m £'m £'m £'m
Financial assets
Derntvative instruments in
designated hedge accounting
relationships - 13 - - 26 -
Financial Liabilities:
Denvative mstruments n
designated hedge accounting
relationships - 27 - - 20 -
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33 Financal Instruments (continued)
Interest rate sk management

Thus relates to the interest incurred on loans taken out with the L’ Oreal in-house bank FINVAL
and 15 explamed in further detail in Note 18 Borrowings

Ligumdity Risk

The Company 1s exposed to liquidity nisk as part of its normal activities, which 1s exacerbated by the seasonal nature of the retail
business Borrowings traditionally peak during the thard quarter as a result of inventory mcreases in preparation for Christmas
trading, whilst the benefits from the corresponding cash mn-flows from sales receipts come 1n at the end of the year

The hgudity risk policy ensures that the Company has sufficient funds te meet 1ts obligations as and when they fall due and to
maintain sufficient flexibility to fund investment Ligwidity requirements are assessed and reviewed regularly through the forecasting
process In any case, all the Company's hquidity needs are met completely and exclusively by L’ Oreal SA, and as such the hqudity
risk 18 mimimal

Credit sk management

The Company sells to subsidiaries, wholesale franchisees, travel retail and to the general public via its retaif outlets The Company
has polictes and processes 1 place to ensure that wholesale sales are made to customers with an appropriate credit history and
adherence to the credit terms 1s closely momtored Sales to retail customers are transacted n cash or major credit cards

Denvative counterparties and cash transactions dealt on our behalf through the L Oreal Group are himited to lgh-credit-quality
financial nstitutions The Group has pohicies that it the amount of credit exposure to any one financial institution and does not

have any stgmficant exposure to any single counterparty or any group of compames with similar characteristics

The carrying amount of financal assets recorded in the financial statements 15 net of impairment losses and represents the
Company’s maximum exposure to credit nish without taking account of the value of any collateral oblaned

Page 42




THE BODY SHOP INTERNATIONAL PLC
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)

For the 52 weeks ending 01 January 2011

34 Related party transacthions (continued}

Loans from related parties

2010 2009

£m £m

Loans from Finval 20 20
20 20

Amounts repayable to related parties carry interest of 0 85% - 4 09% (2008 2 4% - 4 (65%) per annum charged on the
outstanding loan balances

35  Ultimate parent undertaking

The Company's immediate and ultimate parent undertaking 1s L’ Oreal SA, a company mcorporated m 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 1s 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 Paris - France
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34  Related party transactions
Transactions between the Company and uts subsidianies and transactions between the Company and fellow subsidianies of
[.’Oréal SA, the Company's ullumate parent undertaking which are related parties are disclosed below

Trading transachons
Duning the pened, the Company entered into the following transactions

Sale of goods Purchase of goods Amounts owed by Amounts owed to
related parties net of  related parnes net of
Including services Including services impairmeni mmpairment

010 2009 1010 1009 2010 1009 1010 2009

£m £m im £m £m im £m fm

The BS (France) SARL 39 80 - - - 04 05 -
BS Denmark A/S 13 15 - - - 04 01 -
TBS Germany Gmbl{ 54 84 - - - 06 04 -
TBS (Singapore) Ple 02 90 - - 12 26 - -
TBS Intl (Aswa Pacific) Ptc - - 74 84 - - 11 29
The BS Mighty Ocean 144 94 - - 25 26 - -
TBS Canada Led 141 164 - - 19 34 - -
TBS GmbH (Austna) 22 11 - - 03 06 - -
TBS Benelux BV 14 33 - - - 035 01 -
The Body Shop Netherlands BY 09 35 - - - 01 03 -
Dibel 3 27 27 - - 06 09 - -
TBS Svenska 84 92 - - 07 13 - -
Cosmenatura SA 24 35 - - - - 01 07
Buth-Na Bodhage Inc 103 201 - 146 39 41 - -
Soapworks Ltd - - 01 14 - - 15 07
TBS Amencas 93 - - - - - 06 -
TBS Worldwide Ltd - - - - 16 18 - -
Cumarrones SA de CV 13 17 - - - 12 08 -
Small subsidiartes 07 08 - 28 15 03 11 07
Maoyens Communs G G Clichy - 00 21 25 - - 00
1.Oreal Marly 10 - - - 01 - -
L'Oreal UK Lumted - - - 06 - - - -
LeHoux et Jacques - - 02 - - - - -
Cosmetique Active Intemzthional - - 01 - - - 01 -
L Oreal Golden - - 10 04 - - o1 01
Sanoflore Laboratoire Bio - - 12 13 - - - -
Beaute Createuss France 01 Q2 - - - - - -

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 1n cash No guarantees have been given or received Prowvisions
have been made for doubtful debts 1n respect of the amounts owed by related parues totalling £0 7m (2009 £2 2m)
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