L'Oréal buyer with our supplier Tupack (Austria)
who has supplied us worldwide with high quality
plastic tubes for the last 21 years.




» LOREALS COMMITMENT

To build long-term partnerships with suppliers,
based on mutual respect, transparency and sharing of information,
strong communication and high standards.

SUPPLIER
RELATIONS

OUR LOREAL BUY & CARE PROGRAMME

L'Oréal is proud of our close, long-term relationships with suppliers,
based on a fundamental respect for their business and their culture;
more than 75% of our partners in terms of purchasing value

have been collaborating with us for at least ten years. In fact,

the majority of these suppliers have been working with us

for several decades.

This year, after a large consultation exercise
we redesigned the structure of our purchasing
organisation to enhance its depth, coherence
and expertise globally. We consolidated our
seven purchasing teams into four expert
teams, covering Europe, South America, Asia
and North America, with one global govern-
ance system for long-term vision and commit-
ment. Our buyers have worked to improve
relationships with suppliers by reducing
boundaries, working towards common goals,
sharing growth, and integrating the concepts
of innovation and sustainability at every stage.
In 2008 we created two specific teams for part-
nerships and sustainable innovation and
developed new communication channels.

L'Oréal manufactures 94% of our finished
products in our own plants, and subcontracts
the remaining 6%, either for specific technolo-
gies such as lip or eyeliners and facial wipes,
or where we have a capacity shortage. Our
42 factories and 63 warehouses manufacture
and distribute finished products around the
world, and are at the centre of a supply chain
including all packaging, raw materials, indus-
trial equipment, indirect purchasing, sub-
contracting and promotional item suppliers.

ENGAGING WITH SUPPLIERS

BUILDING LONG-TERM
RELATIONSHIPS WITH SUPPLIERS
This year again 400 business reviews were
organised with the group’s main suppliers.
During these reviews, L'Oréal’s Quality, Logis-
tics, EH&S (Environment, Health & Safety),
Research and Purchasing teams meet with
suppliers’ General Management, to identify
strategic business opportunities, draw up
improvement and development plans, and
initiate opportunities for innovation.

2009 TARGETS

e Conduct our business reviews with more
emphasis on innovation and environmental
footprint to provide competitiveness to our
brands.

eIssue all our buyers with an update of our
L'Oréal Purchasing Code of Ethics:

“The Way We Buy” in September 2009.

KEY ACHIEVEMENTS

¢ Introducing a supplier section
on the www.loreal.com website
to share values, requirements,
commitments and developping
new on line tools to share

more information and facilitate
data collection.

e Creating two dedicated
purchasing teams for monitoring
partnerships and sustainable
innovation.

e Continuous work of
consistency and improvements
reported through two annual
business reviews by key suppliers
(CSR key performance indicators
and reduction of environmental
footprint actions).

e Carrying out 688 independent
audits on labour standards at
our suppliers, subcontractors
and traders’ production sites.

¢ Involving 29.5% of our supply
base (by revenue) in the Carbon
Disclosure Project’s Supply
Chain Leadership Collaboration
survey to encourage supplier
disclosure on carbon emissions.

® Supporting CSR Europe's

new Responsible Supply Chain
Portal, a web-based learning
tool to disseminate best practice
amongst suppliers and buyers.

e Contributing to public
guidance documents by
Traidcraft and IMS- Entreprendre
pour la Cité on labour standards
and supplier diversity.

¢ Holding capacity building
meetings on remediation
with traders.

¢ Holding several internal

and external meetings to

raise awareness and train staff
and suppliers on our labour
standards requirements,
environmental impact, health
and safety and supplier diversity.
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! !We are a leading company in the luxury folding boxes and stickers industry. There is no doubt

that, since the very beginning in 1964, our relationship with L'Oréal has allowed us to join forces and build

a relationship upon strong values, especially the respect for the environment as part of our shared vision.

Our main objectives are to follow the evolution and to control the quantities of generated waste,

to commit to continuous improvement and pollution prevention, to prevent incidents and reduce
environmental impacts (raw materials, air emissions) and to reduce our consumption of water and energy... I;

Social responsibility

SHARING OUR VALUES WITH

OUR SUPPLIERS

94% of our finished products are manufactured
by our own factories; nevertheless our suppliers
are part of our ecosystem and we ask them to

share and cascade our values down their own
Environmental footprint supply chain.

During the L'Oréal annual business reviews,
suppliers shared their progress in monitoring
risk and creating value via sustainability.

L'Oréal is committed to holding forums for
suppliers. In April 2008, L'Oréal organised two
meetings on sustainable performance: one
in Europe "Together for Line Performance”,

and one in the United States “Together for
Speed to Market”. Around 70 key suppliers
took part in day-long meeting and exchanged
best practice.
In June 2008, L'Oréal introduced a dedicated
section to our website for existing and pro-
spective suppliers, detailing our values and
policies. The area was created to help build an
understanding of what L'Oréal looks for and
expects from its suppliers. It also explains the
differentroles of the L'Oréal departments and
how they interact with each other. This informs
potential suppliers about who they need to
contact and what will be required of them. We
explain our requirements for business integrity,
innovation and sustainable development, and
our commitment to responsible sourcing and
how that manifests itself in practice. This sec-
tion was designed after formal consultation of
200 key suppliers.

RISK MANAGEMENT ——

VALUE CREATION

Environmental innovation

GERARD AUTAJON,
CEO of Autajon group.

2009 TARGETS

e Encourage best practice sharing,
introduce a collaborative platform for our
key suppliers via the www.loreal.com site.
Key suppliers will be able to access our
latest news, key performance indicators
and will be able to share information.

e Plan to hold a series of workshops with
each of our top 10 suppliers focused on
sustainable development and innovation.
We hope that specific sustainability projects
will result from these workshops, including
local community projects where we operate
in the same locality. We held the first of
these series with Alcan in early 2009, and
are working together on reducing
packaging, sharing labour standard audit
results and a community project in China.

BUSINESS INTEGRITY

LOréal's “Purchasing Code of Ethics”
The Purchasing Department integrates
L'Oréal's fundamental values into

all its dealing with suppliers. All buyers
are notified of our commitment when
they take on their position via

the Purchasing Code of Ethics, and
undertake to respect all items in this Code.
In 2008, an updated version was written
and will be disseminated to our buyers
in 2009.

L'OREAL SUPPLY CHAIN
PURCHASING - SUPPLY MANUFACTURING DISTRIBUTION

SALES

Suppliers LOréal factories (42) L'Oréal warehouses (63) ) Stores

¢ Raw materials ® 94% of the finished goods
¢ Packaging
e Industrial equipment
¢ Indirect purchasing
(overheads) Subcontractors
® Promotional items ® 6% of the finished goods
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e Supermarkets

¢ Perfume shops

® Department stores
* Etc.

L'Oréal external = L'Oréal internal




HIGHLIGHTS OF AUTAJON GROUP ENVIRONMENTAL COMMITMENT

Important operational projects are arising from our group policy: recycling, reducing our energy consumption, using green electricity
and reducing the use of volatile solvants. The 2009 carbon survey will quantitatively testify to the progress made in sustainable devel-
opment: responsible purchases by reducing the risky chemical components and by eliminating toxic products; eco-conception by the
FSC certification and integration of vegetable materials or biodegradable. ISO 14001, FSC certification or social audits are among the
milestones that structured and strengthened our relationship over our common development, today our environmental policy is the
driving force behind innovation, and it is definitely a strong point shared with L'Oréal.

We assess our suppliers
against five criteria:

Social responsibility

Innovation

Quality

Logistics

Competitiveness

UPHOLDING
ENVIRONMENTAL STANDARDS
AMONG OUR SUPPLIERS

IMPLEMENTING

OUR ENVIRONMENTAL
PROGRAMME WITH

OUR SUPPLIERS

The partnership with the Carbon Disclosure
Project (CDP) encourages disclosure on carbon
emissions by suppliers.

In October 2007 L'Oréal joined the CDP’s Supply
Chain Leadership Collaboration project to
encourage suppliers to measure and manage
their carbon emissions. The SCLC sent the CDP
questionnaire to our 40 main suppliers, with
an additional section focusing specifically on
the supply chain.

Suppliers representing 29.5% of our spend
responded, and the results can be seen
opposite.

Other achievements in 2008 included:

®we integrated energy consumption as a
criterion in our request for quotation form for
industrial equipment;

® we supported suppliers in achieving FSC certi-
fication, packaging and energy reduction;

® we encouraged and co-developed environ-
mental innovation by suppliers.

2009 TARGETS

e Follow up with our largest 40 direct
suppliers and invite key suppliers from
Asia and South America to participate in
the Carbon Disclosure Project’s Supply
Chain Leadership Collaboration initiative.
e Support suppliers in achieving

FSC certification, packaging and

energy reduction.

e Encourage and co-develop
environmental innovation by suppliers.

REPORTED EMISSIONS™
(emissions by scope Mt/CO, in %)

90

29

20

-2

Scope 1 Scope2 Scope3

mm Annex B
Non-Annex B
mm Logistics
Use & disposal of services

EMISSIONS REDUCTION TARGETS
AND PLANS™
(approaches to reducing GHG emissions)

18
17 16

1

Energy Renewable Seques-
efficiency energy tration

Process Offsets Other
modification

62%

of LOréal'’s respondents
have developed emissions
reduction targets

/7%

of L'Oréal’s respondents
have a GHG emissions
reduction plan in place

(1) Results of our 2008 CDP Survey
of suppliers on their carbon emissions.
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! ! The Portal for Responsible Supply Chain Management is an important outcome of the work of the European
Alliance for Corporate Social Responsibility. By integrating social and environmental issues into their buyer requirements,
enterprises can better manage risks, create stronger relationships with suppliers, and encourage innovative solutions to
sustainability challenges. Responsible supply chain management also plays an important role in the worldwide
promotion of decent work and improved labour standards.;;

L'Oréal Supplier Convention with
our equipment suppliers for sustainable
business.

L'OREAL 2008 SUSTAINABLE DEVELOPMENT REPORT

GUNTER VERHEUGEN,

Vice-President of the European Commission responsible for Enterprise and Industry, and

VLADIMIR SPIDLA,

European Commissioner for Employment, Social Affairs & Equal Opportunities.

SUPPLIER ASSESSMENT AND
INTEGRATION

Long-term relationships based on transparency
and partnership are key values that L'Oréal has
maintained with our suppliers for many years. To
integrate a new supplier or subcontractor into
the community of L'Oréal suppliers, our teams
follow a structured process called “Welcome
on Board” with several formal stages, starting
with an analysis of information related to the
supplier’s financial and technical capacity,
structure and geographic location.

We also commission third party audits of qual-
ity, health and safety and labour standards. We
then use on-site meetings, information sharing,
requests for quotations, and detailed monitor-
ing of any initial project to assess the supplier’s
competitiveness. All high-risk suppliers undergo
third party audits on labour standards before
we start working with them.

THE CHALLENGE WE FACE

The new four sourcing centres will help us to
monitor in difficult time, our buyers listen to
suppliers needs and provide support across
more various demands; our buyers manage
swing and increases of the cost drivers and
promote various CSR implementations.

We modernise our way to exchange with our
suppliers to ensure the one voice L'Oréal with
a very important project HAPY:

® Harmonize: work on business,

¢ Accelerate: being close to our purchasers,
¢ Purchasing: one project for the global purchas-
ing community,

e efficiencY: build solutions to enhance purchasing
efficiency, guarantee integrity, and collabora-
tive work with our suppliers.

WORKING WITH SUPPLIERS

L'Oréal’s purchasing approach is centred on our
"Buy and Care" programme—a commitment
to long-lasting relations with our suppliers
and subcontractors involving joint efforts to
promote growth, business opportunities abroad,
innovation, and encouraging high-quality and

frequent exchanges of information. Where
difficulties are faced, workshops are organised
with our experts to share best practice.

Our commitments and expectations are
implemented via:

e our General Terms of Purchase—a contract
sent to all suppliers before any order,

e documents that are specific to each field
(e.g., quality, logistics), including guidelines,
specifications, and charters. Some of these
documents are currently available on the
Internet since July 2008,

e business visits made by our teams, audits
performed by third party specialist companies,
and shared improvement plans.

To support our suppliers over the long term,
L'Oréal:

*makes our needs as visible as possible, for
example with monthly news reports,

e promotes high-quality exchanges and shares
our expertise to overcome challenges (regular
business reviews, quality, logistics, development,
packaging, innovation meetings, etc.).

UPHOLDING
LABOUR STANDARDS AMONG
OUR SUPPLIERS

L'Oréal does its utmost to ensure that its suppliers
respect labour standards, notably the International
Labour Organisation’s (ILO) conventions, and
has strengthened this commitment through a
methodology aimed at monitoring our community
of suppliers and subcontractors (see pages 66
and 67). In the case where immediate suppliers
are intermediaries or traders we consider that
supply chain risks must be controlled by an audit
of the actual production site.




THE RESPONSIBLE SUPPLY CHAIN PORTAL

The Responsible Supply Chain Portal is the result of the Laboratory for
Responsible Supply Chain Management, led by HP, Titan, Volkswagen and
L'Oréal, with facilitation from CSR Europe, the Business Social Compliance
Initiative and the Hellenic Network for CSR. The Laboratory aims to raise
awareness and build capabilities of suppliers, buyers and other practition-
ers to enhance their ownership and capabilities in the area of sustainability,
both within their company and among their suppliers.

L'Oréal Aulnay-sous-Bois campus director drives the site's sourcing from SMEs for catering,
cleaning and security. L'Oréal France uses the service of le Clos du Nid, a company set in 1967
to help the mentally and physically disabled to be reintregated into professional life.

290 disabled staff are working with us in cooking or cleaning services.

PROCESS FOR MONITORING
LABOUR STANDARDS

L'Oréal has developed a 3-stage process:

1. Suppliers sign our letter of ethical
commitment, undertaking to
respect our labour standards policy
Our policy on labour standards is laid out
formally in a letter of ethical commitment, which
has been translated into 11 languages. In this
policy, L'Oréal requires conformity with the ILO
labour standards, local and applicable laws and
demands that the minimum age for contracted
workers is 16. This letter of ethical commitment
was revised in 2006 and sent to over 7,000 suppli-
ers, who signed it, thus committing themselves
to respecting our standards and accepting the
principle of independent audits.

2. Third party audits

Audits are based on the principles set out by
the SA 8000 standard, and carried out by a
specialised third-party in the local language.
Audits cover mainly labour standards, but also
basic environmental standards. The initial audit

is paid for by L'Oréal, and the resulting report
is sent to the supplier in the same format and
at the same time. Audits are carried out unan-
nounced during a pre-arranged period of 30 days,
and include a visit to the factory, workshops,
offices, places of residence and gathering, a
documentary journal, and individual interviews
with employees. All subcontractors are audited
wherever they operate, as well as all suppliers
of packaging and raw materials in countries we
have identified as “atrisk”: a list we have drawn
up with the help of Intertek and SGS. Results
of the 688 audits carried out this year can be
found on page 67.

3. Creation and monitoring of

a corrective action plan

where necessary

Cases of non-compliance and the required
corrective actions are identified and recorded
in a corrective action plan and presented to
the factory managers at the closing meeting.
Our buyers monitor the implementation of the
corrective action plans. More details of our
response to non-conformities can be found on

pages 66 and 67. Our emphasis is as much on
compliance with our standards as it is ability
and willingness of the supplier to implement
corrective action.

SCOPE

The labour standards audit programme applies
to our own sites as well as to suppliers, trader’s
production sites and subcontractors, using
the same process and the same method of
evaluation.

VIEWPOINT: FIONA GOOCH,
TRAIDCRAFT @ @ @

“Traidcraft, as a part of the Responsible
Purchasing Initiative appreciates L'Oréal’s
efforts to integrate social and
environmental considerations into
purchasing team. Traidcraft has not
visited any of L'Oréal’s suppliers but
based on our experience of meeting with
suppliers and workers groups we are able
to make the following comments about
L'Oréal’'s methodology. It is essential that
the approach to improving working
conditions at suppliers’ sites of
production is done in such a way that
suppliers, as the employers of workers,
take ownership for making improvements
at their sites and that their actions are
recognised by the purchasing team within
L'Oréal. Improving conditions is a joint
responsibility so it is good to see that the
owner of each supplier is asked to sign a
letter committing to good working
conditions, and that L'Oréal pays for the
first audit, in recognition of their interest
in better conditions. As a leading
company we look forward to hearing
about how L'Oréal’s purchasers will be
encouraged to buy from sites with good
conditions.”

FIONA GOOCH,
Private Sector Policy Adviser.
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IMPLEMENTING OUR LABOUR STANDARDS

THE PLATFORM WE HAVE BUILT

INFORM AND
General Terms of Purchase NO FORCED NO CONCEALED NO DANGEROUS

COMMUNICATE [y LABOUR LABOUR LABOUR
Letter of

Ethical . . NO CHILD LABOUR
: Audit requirement > UNDER NO Diea N
Commitment THE AGE OF 16

COMPLIANCE WITH
Corrective action plan process APPLICABLE LAWS AND FREEDOM OF ASSOCIATION
REGULATION OF THE COUNTRY

OBJECTIVES
» Inform our suppliers about: » Get suppliers commitment on:
® our requirements on labour standards ® our requirements
* social audit objectives and programme ® social audit principles

Training: » Packaging, quality, industrial, financial and purchasing managers and
managers and buyers teams are informed and trained at international meetings and local events

) » External auditors—independent and impartial experts on labour
Audits conducted by issues, with a worldwide network
external audit company » Auditors chosen after survey, meetings with several companies,
benchmark based on a precise specification

» Audit check list, based on main principles of SA 8000 standard

carried out in local language

» Audilt steps:

H ¢ preliminary questionnaire
Audit process . gn the da;/ycﬂ( the audit: open meeting, interviews, visit,

documentation review, meeting with management to share and
vallidate issues before ending audit
o follow-up of the corrective action plan, together with suppliers

Reports sent to L'Oréal and suppliers in full transparency, same day,
Audit report same format
 Pictures Report format: 10 major chapters, finding and rating for each chapter,
e Corrective action plan best practices/pictures of plants, workshops, findings, etc. Suggested
corrective action plan

FOLLOW UP AP RESULT  NON-CONFORMITY ACTIONS

" «  No non-conformity/ Both commercial and
SATISFACTORY" |t practices production relationship go on

[ [ m—— Both commercial and

“NEEDS ] - !
7 : : roduction relationship may go
IMPROVEMENT continuous improvement gn e s plan%ed

" Interruption of commercial
NEEDS MAJOR . . ruptio d

q . M d t lationship Re-audit und
Audit results classified 3 MPROVEVENT pelrEInel (e 50 days miimarm. o

accordlng toa ratlng scale Child labour under 16 years/

concealed, forced, prison,
“ZERO dangerous labour with
TOLERANCE” immediate life threat
"Access denied” or “Needs
major” improvement twice
consecutively

Interruption of all relationships
(both commercial and
production) Formal follow-up
of children whenever stated

“ACCESS Total or partial “Access denied”  Re-audit to be planned as soon
DENIED” to some documents, workers/ as alert received 2" “Access
some parts of the plant, etc. denied” = zero tolerance

MONITOR » Worldwide database with reports, results by supplier/plant/date
. » Monthly management reports
Audit database » Monitoring and encouraging supplier improvement
» Social audits results integrated into our purchasing policy
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PROGRAMME WITH OUR SUPPLIERS

PROGRESS IN 2008 AMBITIONS FOR 2009

Continuing our audits, corrective action plans, and capacity building meetings.

688 independent audits were carried out. Continue to develop the L'Oréal Buy and Care

programme.
Release “The Way We Buy”,
the new Code of Purchasing Ethics.

Due to the profusion of Code of Conducts on labour standards available on
the market, we decided to stop working on a new one. Instead we plan to
increase awareness of existing initiatives so each stakeholder can develop its ownership.
We will focus our efforts on educational and training programmes. Hold further capacity building meetings

on EH&S & labour standards.

Carry out 500 supplier audits globally.
Our aim is to have audited the vast majority of
our suppliers by the end of 2009.

For suppliers evaluated as “zero-tolerance”, our trading relationship comes to an end.
However, we have decided that if immediate remedial action is taken (with our help) and
an audit shows the results to be positive, we will resume commercial relations with the supplier.

Continue our work on supplier diversity
with Equity Lab, IMS Entreprendre Pour la Cité
and other companies.

We worked with CSR Europe and BSClI to create a European Portal on Responsible
Supply Chain Management, to give suppliers access to key international standards and
principles, training materials and background information.

I .
™

M Satisfatory /
Needs improvement

Our audit programme has been taken on by the teams of buyers for

each market and purchase category. The database of audit reports

is used on a global level by buyers. It is recognised as a key tool,

aiding the incorporation of company audits into supplier selection process.

As shown opposite, in 2008 we continued the roll out of our audit
programme to the following groups of suppliers:

» All subcontractors.
» Suppliers of packaging and raw materials in “at-risk” countries.

» “Resident” suppliers of security, cleaning services and company cafeterias
(indirect purchasing) in “at-risk” countries.

» Suppliers of promotional items.

Production

Raw materials

Packaging

DISTRIBUTION OF AUDITS CARRIED OUT
BY THE PURCHASING TEAM

Not
categorised
3
Indirect costs 1% Subcontractors 6%

Packaging components 9% Raw materials 3%

Promotional items
78%

- -

Finished product Point of sale
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Consumer Advisory Department,

Sandton (South Africa).
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CONSUMER

RELATIONS

» LOREAL'S COMMITMENT

To provide innovative products,
excellent benefits, service and advice
to our consumers, and to market

our products responsibly.

Consumers are L'Oréal’s ultimate stakeholder. It is consumers’
need and desire for L'Oréal cosmetics, fragrances and hair care
products that makes for a successful company. Treating consumers
with respect and responsibility is deeply ingrained in the way

L'Oréal does business.

L'Oréal sells more than 4.6 billion individual
products each year—each and every purchase
is the result of a free choice by a consumer or
by a professional using our products (beauty
salons). This is certainly a source of pride but
even more a call for responsibility. We have to
do our best in order to deserve the consum-
ers’ confidence. This is why we are committed
to satisfying and empowering the consumer
further.

During 2008 we formalised our long-standing
and strong consumer policies and commitments
into a comprehensive Corporate Consumer
Responsibility vision. This vision outlines our
commitments to consumers in the following
seven key areas:

INNOVATIVE PRODUCTS AND
CONTINUOUS IMPROVEMENTS

IN PRODUCT EFFICACY

L'Oréal has always based its development on
cutting edge research. Today we consider
innovation to be a primary driver of customer
satisfaction.

L'Oréal is determined to make sure that
consumers are completely satisfied with our
products. This means first and foremost that
products must fulfil their purpose. Consum-
ers do not continue to buy products that
let them down or fail to meet their needs.
We assess the efficacy of every product,
and we are committed to launch those that
bring a real result that is perceptible by the
consumer.

The extensive L'Oréal Marketing and R&D
Departments are designed not only to develop
new and better products, but to improve every
product on a continuing basis. Thorough testing
before launch is complemented by continued
monitoring against a background of evolving
marketing and scientific understanding.

PRODUCT SAFETY

L'Oréal’s priority is to ensure that the use of
our products pose no threat to human health.
To this end we:

¢ evaluate the safety of our products before their
launch, according to the strictest regulations
applicable and on the same universal basis, no
matter in which country the product is sold,
e during safety evaluations, take into account
the most recent scientific studies available,

¢ continuously monitor the safety of products
on the market through our outstanding "Post-
Marketing Surveillance” network,

e actively engage with trade bodies, govern-
ments and NGOs, share scientific research and
continually improve the information available
to consumers,

® where the weight of scientific evidence casts
doubt on the safety of an ingredient, exercise
the precautionary principle and phase out the
ingredient in question (see pages 43 to 45).
Our Post-Marketing Surveillance network moni-
tors the undesirable effects consumers might
experience with the use of a product. This
tool represents a very effective way of rapidly
detecting even slight signs of intolerance to

KEY ACHIEVEMENTS

¢ We formalised our Corporate
Consumer Responsibility vision.

* We handled worldwide in
excess of 1.3 million post-sale
consumer contacts.

® 71% of these contacts were
by telephone, 23% by email and
5% by letter, 1% by online chat,
SMS or personal visit.

® North America, United States
and Canada combined, account
for 46% of our total contacts.

® Around 70% of all contacts
relate to enquiries or advice,
28% to a complaint and 2%
to compliments.

e Around 3% of the enquiries

we received in 2008 were related
to sustainability issues such as
ingredients and animal testing.

® The GarNIER and L'OREAL
ProFEssiONAL brands pioneered
a move towards using
eco-friendly constituents such
as FSC and recycled content
in their point of sales

and marketing materials.

SUSTAINABLE DEVELOPMENT REPORT L'OREAL 2008

69



70

! ! In today’s difficult economic climate,
it is important that we listen and respond to our consumers
in order that we deliver the service and advice
they have come to expect from L'Oréal.

My mission is to ensure that the consumer is
at the heart of everything we do and that
we continue to provide transparent and accurate advice.ll

MARIA JONES,

Director of International Consumer Affairs.

Consumer Advisory Department, Saint-Ouen (France).

our products, allowing us to immediately take
the required corrective measures whenever
necessary.

SUSTAINABLE MARKETING

There is an increasing demand among mainstream
consumers for their regular brands to come
with environmental and social responsibility
"builtin”. As aresult, 'Oréal strives to integrate
sustainable values into the DNA of its brands.
This process is already happening within our
R&D and Packaging Departments (see pages 34
and 35, and 45 to 49), and it will progressively
become amore important element in the way
that our marketing teams work.

To this end, we are committed to:

e carry out regular and detailed research into
what aspects of sustainability consumers most
want integrated into their products, and share
the results with our marketing teams,

e encourage marketing teams to take envi-
ronmental and social factors into account in
product development, packaging design,

L'OREAL 2008 SUSTAINABLE DEVELOPMENT REPORT

marketing, and advertising,

e use appropriate channels to help consumers
understand environmental and social issues,
and give them information on issues such as
product disposal and recycling, sustainable
consumption, and the impacts of products
on the environment,

e work with industry to build a standard carbon
labelling system that meets the requirements
of consumers.

RESPONSIBLE ADVERTISING

L'Oréal is committed to advertising responsi-
bly. Our Code of Business Ethics commits us
to the following:

e ensure that all advertising and promotional
material is based on proven performance and
scientific data,

® give a fair and truthful description and visual
representation of our products and their
effects,

e endeavour to ensure that the purpose and
correct usage of our products are readily
understandable by consumers,

*be sensitive to the possible reaction of reli-
gious, ethnic, cultural or social groups to our
advertising,

eensure that we do not undertake product
placement with any outlets (TV or radio
programmes, magazines or digital media)
whose strategy for attracting an audience
relies on exploiting violence, pornography or
encouraging offensive behaviour or hatred
toward others. Such strategies are contrary
to L'Oréal’s principles,

e take great care to ensure our actions are consist-
ent with the U'Oréal spirit if we are envisaging
advertising to children and young people.

Further guidance is given to employees in
the Code using examples of potential issues,
such as using overly thin models or making
exaggerated claims for product performance.
The Code of Business Ethics is available at
www.loreal.com.

EVALUATION METHODS OF L'OREAL

PRODUCT PERFORMANCE:

COMPLIANCE WITH LOCAL REQUIREMENTS

In terms of making claims for product performance, we have a high standard:

the scientific approach to evaluating product performance is rigorous and based

on sophisticated techniques of measurement. Given that protocols can vary between
countries, L'Oréal faces the constant challenge of ensuring that local particularities
are fully taken into consideration.




We are engaged with major advertisers’
organisations and NGOs in a strategic dialogue process
whose objective is to confirm self regulation as the most efficient
shared and transparent tool to guarantee efficient communication

and responsible advertising.

We recognise the International Chamber of
Commerce's International Code of Advertis-
ing Practice” as the principle global guidance
on responsible advertising, and fully support
its principles and implementation. Moreover,
in 2007, we signed up to the French Union of
Advertisers’ (UDA) Charter on Responsible
Communication. Our progress against the five
commitments of the Charter can be found in
the table on pages 72 and 73.

In April 2008 we also signed up to the French
Government's Charter for Voluntary Engage-
ment on Body Image (Charte d’engagement
volontaire sur I'image du corps), and fully
support its position on the use of diverse
body images.

We will uphold the principles in these codes on
a global basis in all our advertising. We would
like to go further, making sure that our advertis-
ing is atool to increase the perceived value of
diversity and to fight against stereotypes.

TRANSPARENCY AND CARE

'Oréal is committed to the integration of the
principles of accessibility and transparency into
all our dealings with consumers. Consumers
should always have easy access to the advice
and information they need, as well as effec-
tive mediation mechanisms when this proves
necessary.

We aim to have a corporate Consumer Advi-
sory Department (internal or outsourced) in
each country or zone, staffed by highly trained
individuals who have an expertise in haircare,
skincare, make-up and communication. To
date, we have 331 specialist Consumer Advis-
ers in more than 50 countries where we have a
subsidiary. These departments also serve all
the other countries where our products are
sold. Our Consumer Advisory Departments
advise and receive feedback which we then
use to build value into our products. Our teams
aim to do this by:

* helping consumers to address issues they

LOIC ARMAND,

Senior Vice-President of External Affairs 'Oréal,
President of Union des Annonceurs,

Member of the Executive Committee of

the World Federation of Advertisers.

TOPICS OF
THE 2008 ENQUIRIES

Around 3% of the enquiries we received
in 2008 were related to sustainability
issues. Analysis of these enquiries

in 26 countries showed that the large
majority of questions were on ingredients
(50%). Enquiries about our animal testing
policy represented 7% of the total,

with environmental at 2% and ethical
enquiries under 1%.

may have using our products,

¢ providing feedback to the rest of the company
about consumer experiences with our products
in order to improve our products and learn
more about our consumers.

L'Oréal appointed a Director of International
Consumer Affairs in 2007. This position helps
us to achieve our aim of providing the best
advice, support and education to our consumers.
We are working to improve the in-house and
external training undertaken by our managers
and advisers to ensure that we give the best
possible service.

AVAILABILITY OF

OUR PRODUCTS

L'Oréal products are distributed through many
different channels according to products type
and nature: non-selective distribution channels
(the mass market), selective and exclusive distri-
bution channels, franchise networks, direct sales
and lastly mail order and e-commerce.

As a pioneering manufacturer, L'Oréal believes
that internet sales are a complementary chan-
nel to reach consumers, still in a relatively early
stage of development. We also believe that the
existence of selective distribution network is
indispensable to the existence of our industry
and the preservation of the image and economic
value of high-end branded products. From an

economic point of view, the importance of invest-
ment in brand image and in highly sophisticated
capital and labour intensive distribution networks
is only viable if its intangible value is protected
from free-riding.

SHARING BEST PRACTICE WITH
INDUSTRY AND STAKEHOLDERS
We believe that Corporate Consumer Respon-
sibility (CCR) could be approached in the same
way as Corporate Social Responsibility (CSR):
via a process of sharing best practice and
dialogue with stakeholders to work together
towards improvement.

We will participate pro-actively in relevant
industry groups to share best practice, and
ensure that where changes need to be industry
wide, we are leading by example and encour-
aging our peers to make sure that these are
effectively implemented.

We will also pro-actively engage with consumer
organisations. We will listen to their concerns,

explain our position, and take action, whenever
needed.

(1) www.iccwbo.org/policy/marketing/id8532/index.html
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OUR PROGRESS AGAINST THE FIVE COMMITMENTS OF

COMMITMENT 1. ENSURE ALL EXTERNAL COMMUNICATION COMPLIES WITH
ITS CODE OF RESPONSIBLE COMMUNICATION

ACTIONS

1. “The Way we Work"

2. Consumer
relation services

3. Ensure consumers are
aware of the dangers of
overexposure to the sun
and explain the new
pictograms on sun care
products

4. Approval of
technical arguments in
communication by
external organisations
and explanation of
the logos used

OBJECTIVES AND ACHIEVEMENTS

Our Code of Business Ethics describes
our values and requires that all employees
align group practices to these values.

A chapter is dedicated to advertising

and marketing.

In the 50 countries where L'Oréal has a subsidiary,
300 specialists answer consumers’ questions
about product use, provide advice and log

their comments, enabling us to respond better to
their expectations. More than 1.3 million contacts
with consumers were logged in 2008.

GARNIER has developed, in partnership with

the Association of European Cancer Leagues (ECL)
in eight European countries, awareness actions for
consumers about the dangers of overexposure to
the sun, reaching more than 10 million people.
The brand has undertaken to promote the new
pictograms recommended by the European

Union to raise consumer awareness about
responsible behaviour in the sun.

Ushuaia Bio brand: all communication is approved
by Ecocert; information is systematically

provided to consumers about the logos on

the packaging, in TV films, press, and POS equity.

TYPE OF
COMMUNICATION INVOLVED

Internal and
stakeholder communication

Free phone numbers,
post, Internet

Press, print and films,
website

Advertising,
communication,
point of sale and
packaging

COMMITMENT 2. PROMOTE RESPONSIBLE BEHAVIOUR TO CONSUMERS

ACTIONS

1. Ensure hairdressers and
their clients are aware of
AIDS prevention

2. Generate public
awareness of the lack of
women in science

3. Generate consumer
awareness of the need to
sort waste packaging

4. Generate public
awareness of the need to
protect natural heritage

5. Generate public
awareness of the need to
protect biodiversity

OBJECTIVES AND ACHIEVEMENTS

Our "Hairdressers against AIDS” programme
in partnership with UNESCO.

Our “For Women in Science” initiative in
partnership with UNESCO.

GARNIER set up a partnership with Eco-Emballages
to prompt consumers to recycle packaging as

per labels on Fructis bottles, with each new launch.
In October 2008, GarNIEr pledged to reduce

the weight of its plastic packaging by 15% by 2012
in agreement with the French Ministry for Ecology.

The Ushuaia brand has partnered with

the French Forestry Bureau (ONF) to establish
alarge biological reserve in the Estérel Forest
(France).

L'OReAL Paris has entered into partnerships in
Europe to protect bees, save plant biodiversity
and sponsor the “"Bees: environmental sentry”
programme introduced by the French Union
of Beekeepers.
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TYPE OF
COMMUNICATION INVOLVED

Hairdressers against AIDS
website, educational kit,
press campaign

Events, press,
non-advertising films,
consumers

Packaging, website
(www.garnier.com)

Press, website

Press, events

PLANS FOR 2009

Ensure marketing managers
are aware of the need to
respect the principles of
responsible advertising and
marketing when writing
advertising briefs for

their agencies.

Reassess contact systems
with consumers to improve
accessibility.

Carry forward during 2009.

PLANS FOR 2009

Carry the operation
forward, boosting both
its scope and visibility.

Continue annually.

Extend this selective
sorting awareness action to
include Ultra Doux
shampoo and bodycare
products.

Continue the partnership.

Continue these initiatives.
In 2009, support the
Apimondia conference

of the world's leading
beekeeping stakeholders
and raise awareness

on the issue.



THE UDA CHARTER ON RESPONSIBLE COMMUNICATION

COMMITMENT 3. PERSONAL DATA OF CONSUMERS SHOULD BE USED WITH CARE

ACTIONS

Include
a CNIL correspondent in
the group

COMMITMENT 4. INSTITUTE AN INTERNAL PROCESS TO

OBJECTIVES AND ACHIEVEMENTS

A correspondent from the French National
Commission for Information and Civil Liberties
(CNIL) alerts marketing, communication and
sales teams about CNIL rules, the need to
safeguard private data and only to retrieve that
data which is absolutely necessary.

TYPE OF
COMMUNICATION INVOLVED

Meetings, email

VALIDATE COMMUNICATIONS PRIOR TO THEIR EXTERNAL DISTRIBUTION

ACTIONS

Existence of an internal
process for approving
communications

OBJECTIVES AND ACHIEVEMENTS

An internal procedure for the creation and
systematic checking of claims has been instituted
involving the various teams at the global level:
marketing, R&D, businesses, International Product
Communication Evaluation Division (DIECP), and
legal department. More than 3,000 approval
requests were submitted in 2008.

TYPE OF
COMMUNICATION INVOLVED

Media and non-media

COMMITMENT 5. INTEGRATE ENVIRONMENTAL IMPACT IN
THE CRITERIA FOR THE SELECTION OF COMMUNICATION METHODS

ACTIONS

1. Membership of
eco-organisations

2. Reduce
the environmental impact
of printed material

3. Reduce

the environmental impact
of POS communication
material

OBJECTIVES AND ACHIEVEMENTS

L'Oréal was a founder of the household packaging
waste body Eco-Emballages in 1992, and in 2007
of the printed paper organisation Ecofolio, and sits
on the board of both.

100% of internal and external communication media
produced by GARNIER uses paper with a minimum
70% recycled content, using inks manufactured
from vegetable oils and using green electricity.
GARNIER's documentation is carbon neutral: all actual
greenhouse gas emissions are offset through the
printer partnership Sustainable Printing with Carbon
Action. An environmental analysis is made for each
document printed.

The launch of the L'OREAL PROFESSIONAL

Nature Series products involved a carbon
analysis of all the furniture; the presentation cases
and furniture are all made of 100% recyclable

oak sourced from FSC forests, painted using
organic dyes (FSC); the decoration stickers and
desk book comply with FSC standards, and

bags are 100% biodegradable and printed

using vegetable inks.

100% of press files and sales material for

the Ushuaia brand'’s new bio range are printed on
100% recycled paper, using vegetable inks,

FSC certified. POS equity, furniture and
presentation cases are all made of recyclable
Kraft board.

TYPE OF
COMMUNICATION INVOLVED

Printed packaging and
paper

Consumer brochures and
press files

Points of sale

Points of sale,
consumer brochures and
press files

PLANS FOR 2009

Establish and
disseminate an internal
Charter governing

the use of personal data.
Develop a project that will
lead us to manage
anonymous data only.

PLANS FOR 2009

Continue and formalise
the procedure and

its implementation at
the international level in
written form.

PLANS FOR 2009

Continue membership.

Continue these efforts.

Extend the carbon balance
to all Professional Products
Division brands for all
points of sale material:
furniture, sales material,
booklets, small gifts, etc.

Continue this initiative.
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The L'Oréal Foundation is the exclusive partner
of “Opération Sourire”, a reconstructive
surgery pro?ramme from Médecins du Monde.

oung girl before her operation, in the arms
of her mother (Nigeria).




» LOREALS COMMITMENT

To be an exemplary corporate citizen,
promoting science, helping vulnerable individuals and
encouraging access to education.

CORPORATE
PHILANTHROPY

As a company that believes in good corporate citizenship,

L'Oréal is keen to contribute to projects that serve

the wider community and that reflect the values we have upheld for
almost a century. In every country where we do business,

we support projects that contribute to the community at large
through philanthropy and long-term partnerships.

These local initiatives reflect our longstanding dedication to

such worthy causes as promoting science, helping

vulnerable individuals and encouraging access to education.

L'Oréal has long been involved around the world
in issues of general interest. In October 2007,
the company reached a major milestone when
Sir Lindsay Owen-Jones and Jean-Paul Agon
created the L'Oréal Corporate Foundation to
strengthen and maintain the company’s com-
mitment to social responsibility over the long
term. With a multi-year budget of €40 million,
the Foundation reflects the company’s values,
based on scientific research, the transmission of
knowledge, diversity and respect for others.

The Foundation has defined three missions: to
promote science, help vulnerable individuals
and encourage access to education. Since
its first year, the Foundation has become
involved in new projects that are consistent
with L'Oréal’s values, working with partners
who are well-known in their fields and active
in many countries. It has also strengthened
the company’s major corporate philanthropy
programmes, such as “"For Women in Science”
and "Hairdressers against AIDS".

L'Oréal’s annual corporate giving amounts
almost €18 million. This includes the activi-
ties of the Foundation and several hundred
philanthropic initiatives sponsored by the
group’s subsidiaries around the world in the
Foundation'’s areas of interest.

KEY ACHIEVEMENTS

e Signature of the Charter of
Commitment For Women in
Science, on March 6th, 2008,

oF the occasion of the 10t anniversary
o

the LOREAL-UNESCO Awards

For Women in Science, by over 40 of
the programme’s Award Laureates,
to promote science, support

the cause of women and change

the image of science.

* Extension of the UNESCO-L'OREAL
“For Women in Science” national
fellowship programme to 40 countries
and

of the “Hairdressers against AIDS”
programme to 24 countries.

e Launch of partnership with

the Médecins du Monde project
"Opération Sourire”, a facial repair
surgery programme whose goal

is to restore the appearance of

people who suffer from facial
malformations caused by war, illness or
malnutrition in a number of African and
Asian countries.

o Commitment of the L'Oréal
Foundation and several brands of
the group to EuroGiki, the “Gifts in
Kind Charity” whose goal is to fight
exclusion and poverty by providing
donations of new, unsold, non food
products to the needy.

¢ Overall, we invested almost
€18 million in philanthropy around
the world in 2008.
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CORPORATE
PHILANTHROPY

THE 10-POINT CHARTER
MARKS 10 YEARS OF
THE AWARD

As members of the “For Women in
Science” community,

the Award Laureates commit to:

1. Act as a role model to inspire

future generations.

2. Transmit passion for scientific research.
3. Encourage women scientists to act

as agents of change.

4. Strengthen and support scientific
research on all continents.

5. Foster creativity and innovation.

6. Advocate for gender equity and diversity.
7. Build sustainable networks for

women scientists.

8. Participate as women scientists in
public policy decision making.

9. Shape attitudes to change the face

of science.

10. Promote science as a source

of progress.
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This fellowship allowed me to pursue

my research on an international level, and
thus to work with the best minds in science.
This has had a major impact on
my career and me, personally.;;

DR. VICTORIA YAVELSKY.

Nancy Kim, Laureate 2008 for Asia-Pacific, signing the Charter of Commitment For Women in Science.

PROMOTING SCIENCE

10 YEARS OF ACTION FOR
WOMEN AND SCIENCE

In 1998, L'Oréal and UNESCO combined forces
to promote the role of women in scientific
research when they created the programme,
“"For Women in Science.”

Over the 10-year partnership, 52 women have
received the LOREAL-UNESCO Award in rec-
ognition of scientific excellence.

Since 2000, 15 international fellowships have
been awarded annually to young women sci-
entists at the doctoral or post-doctoral level,
providing important support at what may be
a critical point in their scientific career.

In addition, the national fellowship pro-
gramme, allowing almost 500 young women
scientists to receive funding for their research,
is already underway in more than 40 countries.
In 2007, the Foundation launched a national
fellowship programme for 10 women doctoral
candidates in France, working in collaboration
with the French National Commission for
UNESCO, the French Academy of Sciences
and the L'Oréal subsidiary in France.

These talented women now constitute a
remarkable community, representing all con-
tinents and cultures. Year after year, this com-
munity allows them to build bridges across
generations and meet and support each other
in new ways.

A Charter of Commitment For
Women in Science

The partners L'Oréal and UNESCO decided to
mark the 10t anniversary of the LOREAL-
UNESCO Awards For Women in Science by
the creation of a Charter of Commitment For
Women in Science, to promote science, sup-
port the cause of women and change the
image of science. Signed on March 6th, 2008
by over 40 of the programme’s Award Laure-
ates, the Charter was presented to Koichiro
Matsuura, Director-General of UNESCO, and
to Sir Lindsay Owen-Jones, Chairman of
'Oréal and Chairman of the Foundation, who
reaffirmed their long-term commitment to
supporting women in science.

Examples of the Laureates’ individual commit-
ment include construction of a university resi-
dence in Nigeria for young women pursuing




Victoria was a medical student in the former Soviet Union, where she was affected by radiation
while treating Chernobyl victims. After moving to Israel to pursue a career in cancer research,
she won a UNESCO-L'OREAL International Fellowship that permitted her to work on
developing early-detection cancer diagnostic tests with leading oncologists at the Saarland
University Medical School in Homburg (Germany). Today she is continuing her research in
early cancer detection at the Ben Gurion University of the Negev (Beersheba, Israel).

degrees in science, founding summer science
camps for girls in Spain, and chairing the ETAN
Report on women in science by the European
Technology Assessment Network.

The Foundation is working to expand the
L'OREAL-UNESCO partnership “For Women
in Science” by launching regional pan-African
and pan-Arab science fellowships for young
women in, respectively, Cameroon, Ghana,
Nigeria and Kenya, and the United Arab Emir-
ates, Egypt, Tunisia, Kuwait and Saudi Arabia.

Women's Forum for

the Economy and Society—

Sci Tech Girls Day: an awareness
project for the long term

Since 2007, the Foundation has partnered with
the Women'’s Forum for the Economy and Soci-
ety, which is held each autumn in Deauville
(France). The Forum works to promote the role
of women in society by addressing economic
and social issues. The theme of the 4" annual
meeting was Progress to share, future to dare.
Working with the Women's Forum and Orange,
the Foundation also organised a second year of
Sci Tech Girls Day. The project encourages
young women to pursue scientificand engineer-
ing studies by introducing them to the broad
range of scientific and technical careers and to
some 20 women who have followed exceptional

Dr P. Mutowo and Dr A. Urrutia, fellows UNESCO-L'OREAL,
surrounded by students invited to the Sci Tech Girls day.

career paths in these fields. The session hosted
more than 100 young women who are complet-
ing their secondary school studies. With recruit-
ment assistance from the Cité des sciences et
de I'industrie, the Foundation invited young
women from the Lycée Denis-Diderot (in Paris’
19t arrondissement), where they are a minority
by virtue of their interest in science careers. The
foundation also invited two recipients of the
UNESCO-L'OREAL For Women and Science
International Fellowships, Dr. Araxia Urrutia
(United Kingdom) and Dr. Prudence Mutowo
(Zimbabwe), as speakers.
www.womens-forum.com

Viviane Reding, Claudie Haigneré, Barbara Dalibard, Béatrice Dautresme,
Frances O’Sullivan, Nadine Leclair and Maria Livanos Cattaui, during the round-table
about “What specific contribution do women bring in science and technology?”

for the Women'’s Forum in Deauuville.
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! !The entire profession must organise around this issue.
"Hairdressers against AIDS" is not relevant just on
December 15%—it's also critical the other 364 days of the year.;;

FRANCK PROVOST,
Chairman of the Provalliance Group.

PROMOTING
ACCESS TO EDUCATION

By involving its vast network of hairdressers
throughout the world, the Foundation sup-
ports a programme of prevention education
against AIDS pandemic: “Hairdressers against
AIDS". The Foundation also seeks to promote
socio-economic and cultural diversity by
encouraging fellowship support for worthy
students from low-income backgrounds and
international students studying in French uni-
versities or the Grandes Ecoles (the most pres-
tigious French institutions of higher educa-
tion). In addition, it supports mentoring
programmes for secondary school students in
disadvantaged neighbourhoods.

HAIRDRESSERS AGAINST AIDS

In partnership with UNESCO, L'Oréal launched
this international AIDS education and preven-
tion programme in 2005. The “Hairdressers
against AIDS” programme is presented at all
L'Oréal training centres, at hairdressing
schools and through the company’s network
of 2.5 million hairdressers. The purpose of the
programme is to give hairdressing profession-
als the means of alerting the public to the risks
of the disease and to the means of protection.

Prevention kit distributed in Brazil by an ambassador of the “Hairdressers against AIDS".
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New countries have been incorporated into
the programme, for a total of 24 in 2008, and
UNESCO'’s AIDS awareness and prevention
messages regarding the risks of the disease
reach a vast and increasing audience.
www.hairdressersagainstaids.com

NICOLAS HULOT FOUNDATION

In 1995, L'Oréal became a founding partner of
the Nicolas Hulot Foundation for Nature and
Mankind. This non-profit organisation, dedi-
cated to public education activities on global
environmental issues, works to reduce the
environmental impact of human behaviour
through its educational, scientific and cultural
commitment to mankind’s natural legacy.

In 2007, L'Oréal decided to work to build
awareness of environmental and climate
change issues among its 11,000 employees in
France, based on the “Défi pour la Terre”
(Challenge for the Earth) programme, which
was launched by the Nicolas Hulot Foundation
and the French Environment Agency, ADEME.
More than 21% of L'Oréal employees are
involved. The Foundation is maintaining the
group’s commitment to the Nicolas Hulot
Foundation so that the non-profit can con-
tinue its activities in the areas of public aware-
ness, mobilisation and social responsibility.
www.fondation-nicolas-hulot.org

MENTORS FOR SECONDARY
SCHOOL STUDENTS AT

THE MULTIMEDIA LIBRARY OF

THE CITE DES SCIENCES ET

DE L'INDUSTRIE

In 2008, the Cité des sciences et de I'industrie
resumed the learning mentorship programme
at its multimedia library, in partnership with
the Conférence des Grandes Ecoles (associa-
tion of Grandes Ecoles), the Association de
prévention du site de La Villette (ASPV, a local
community development group) and the Vil-
lette Entreprises Foundation, with support
from the L'Oréal Corporate Foundation. This
programme helps young people from disad-
vantaged backgrounds to succeed in school




FRANCE > “LA MAISON DE SOLENN", “MAISON DES ADOLESCENTS”

The “Maison des Adolescents” is an innovative, comprehensive treatment programme for young people, ages
12-19, under the direction of child psychiatrist Marie-Rose Moro. Since 2008, the Foundation has sponsored a
socio-aesthetician who leads a weekly half-day workshop there. Nearly 100 adolescent volunteers have
participated as part of the treatment programme. The Foundation also financed publication of the catalogue
for the October 2008 “Minnie by 80 creators” sale held at Christie’s, to benefit the “Maison de Solenn”.

www.mda.aphp.fr

by providing the support required to pursue
science studies. The Conférence des Grandes
Ecoles issued a call for volunteers, which pro-
duced a seven-member learning mentor team.
The APSV organised a training and classroom
monitoring process to prepare the volunteers
to meet the students’ specific needs, using the
multimedia library’s resources and services.
This educational support is available, without
appointment, in an area of the multimedia
library used by secondary school students.
The team is there from 2 to 6 pm on Saturdays
and Sundays and every day during short
school holidays. The programme ran from
January-June 2008 and again from October-
December 2008, resulting in more than
1,500 student-mentor partnerships.

HELPING
VULNERABLE INDIVIDUALS

A COMMITMENT BASED ON

THE GROUP’S HISTORY

The Foundation actively participates in soli-
darity initiatives by developing programmes
and activities that assist those made vulnera-
ble by life, support them in re-establishing

their positive self-image, and help them to feel
better by caring for their appearance. These
activities may include sponsoring self-esteem,
skincare and make-up workshops, contribut-
ing beauty and hygiene products, and sup-
porting and developing international facial
repair surgery programme.

SUPPORTING THOSE
ENTERING THE WORKFORCE

Clichy Integration: an image and
self-esteem programme at the heart
of the job-search process

Several municipal employment development
agencies in Clichy (France) are involved in the
Maison du développement économique et de
I'emploi, a job search agency near L'Oréal’s
headquarters. In 2007, the “Prendre soin de
soi” ("Take care of yourself”) self-esteem and
image workshop, developed and funded by
the Foundation, was still a pilot project. In
2008, it became a full-fledged part of the job
search process. Sixteen sessions of four half-
days each were offered, drawing more than
90 job seekers.

www.ville-clichy.fr

THE “SCIENCES PO ACCESSIBLE” PROGRAMME

The prestigious French university, Sciences Po, and L'Oréal share the belief that
diversity is a tremendous asset, and that institutions of higher education and
companies should recruit from a broad base to promote equal opportunity and identify

a growing pool of talented future employees.

The “Sciences Po Accessible” programme, created in partnership with ARPEJEH
(Accompagner la réalisation des projets d'études de jeunes éléves et étudiants handicapés),
offers disabled people the tools to succeed in their studies. From the moment of applying to
the school, Sciences Po can adapt conditions to permit the handicapped student to work to
their best advantage. Three years ago, a support service was initiated to follow the individual
for the length of the degree programme. This personalised support reflects a policy of
promoting the student’s autonomy: which requires reorganisation of space, purchase of
material specific to different handicaps, including assuring accessibility of computers and
other digital equipment. Funding by the Foundation will support 20 handicapped students
in the first year, with the goal of doubling the number in 2009-2010.

www.sciences-po.fr

Socio-Aesthetic workshop
at “La Maison des Femmes”.

SUPPORTING
THOSE AFFECTED BY ILLNESS

"Look Good... Feel Better”

In 2001, the major French cosmetic companies
founded “La Vie de Plus Belle”, sponsored by
the anti-cancer group, Ligue contre le cancer.
The organisation is a member of the interna-
tional "Look Good... Feel Better” network,
which is active in 19 countries. The programme
organises free skincare and make-up work-
shops in hospitals for women cancer patients.
The goal is to help the women cope with the
side effects of treatment and to recover their
self-esteem. The workshops are held in 17 hos-
pitals in Paris and the larger metropolitan area
and in Lille and Nice (France). In 2008, the
group held 188 workshops, reaching
1,487 women. The Foundation supports this
programme, together with 9 of the L'Oréal
brands.

www.lookgoodfeelbetter.org
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A child operated in Madagascar by
Médecins du Monde surgery team as part
of “Opération Sourire”.
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Dr Francois Foussadier, founder of the “Opération Sourire”,
with a team of surgeons during a surgery mission in Cambodia.

"Opération Sourire” with

Médecins du Monde

"Opération Sourire” ("Give me a smile”) is a facial
repair surgery programme launched in 1989 by
Dr. Frangois Foussadier, a founding member
of the international humanitarian organisation,
Médecins du Monde. The programme's goal is
to restore the appearance of people who suffer
from facial malformations caused by war, illness
and or malnutrition. This surgery helps those
who experience social exclusion because of
malformations to return to a normal life in society.
This programme essentially targets children in
a dozen African and Asian countries. In 2008,
the Foundation decided to support seven such
missions, in Cambodia, Madagascar, Mongolia
and Niger, offering surgery to 266 individuals.
The Foundation hopes to expand its support
for this international solidarity programme in
coming years.

"Opération Sourire”’s activities involve surgery
and training for local staff. Treating illness and its
effects through facial repair surgery promotes
patients’ physical rehabilitation in daily life.
These disabilities affect most patients whose
physical and emotional suffering has resulted
in harsh and irreparable social exclusion.
According to Médecins du Monde, priority is
given to neglected populations in countries
in the midst of rebuilding, after a conflict for
instance, to help reconstructing health systems.
By operating on people with disfigurements,
the volunteer surgeons offer the possibility of
a new life. The volunteer teams work closely
with Médecins du Monde's local partners to
identify patients and illnesses pathologies and
to plan and monitor operations.
www.medecinsdumonde.org

SUPPORTING
THE MOST DISADVANTAGED

"La Maison des Femmes"

in Montrouge

In 2007, the Foundation provided funding to the
Samusocial of Paris to establish “La Maison des
Femmes": a secure residential space designed
to help break the constant back-and-forth from
streetto emergency services. The objective is to
provide a place where women in need can live
and find support in their search for stability and
renewal, including socio-aesthetic workshops.
In 2008, the Foundation provided operating
support for the centre, where 14 residents
could participate in weekly self-esteem and
image workshops.
www.samu-social-international.com

“When you are on the street for a long time
and have lost the mechanisms that help to
maintain relationships with others, you have
lost the public sense of the body. When

no one looks at you, you lose the ability to
mirror others. When you no longer attract
another person'’s gaze, you no longer look
at yourself. This basic code, which is lost
when people are excluded or marginalised,
must be restored. A well-groomed and
pleasant appearance can help a person
recover her resources and restore

the opportunities for human connection.
These are among the defence mechanisms
that allow a person to look ahead to and
plan for the future. Socio-aesthetic
workshops are therapeutic tools that can
bring the core of the self back to life, a core
that the individual has buried beneath
nearly impenetrable layers after suffering
aggression and humiliation. They will help
her work towards building a renewed
appreciation of exchanges with others.”

DR. XAVIER EMMANUELLI,
Founding Director of the Samusocial of Paris.




! ! Our work is based on two incontrovertible observations. First, companies must destroy billions of euros worth

of unsold inventories because shorter product life-cycles have changed inventory management and increased

inventory obsolescence. Second, a significant portion of the French population suffers from social exclusion.

More than 7.5 million people live below the poverty line and lack essential non-food items. The Gifts in Kind Agency-EuroGiki
is based on a new concept that allows the private sector to play a key role in addressing that exclusion. It responds to

social welfare needs by providing dignified access to goods to those without resources; to environmental needs, by offering
an alternative to recycling or destroying manufactured goods, thus giving these products new life; and, last, to societal needs,
by offering companies an opportunity to meet society's expectations and participate in sustainable development.

“Restaurants du Coeur”

L'Oréal has supported the "Restaurants du
Coeur” since 1998. In 2007 and 2008, the Foun-
dation donated 50,000 kits containing essen-
tial hygiene and beauty products. Of that total,
20,000 were given to the “Restos Bébés du
Coeur”. The kits were packaged by young
disabled workers from ESAT Les Bouleaux, a
programme in Clichy (France) that helps disa-
bled people enter the labour market. Two
15-person teams handled this logistical aspect
of the project, which took four weeks.
www.restosducoeur.org

EuroGiki, the Gifts in Kind Charity:

a win-win approach to helping those
in need

The Foundation has supported EuroGiki since
March 2008. The goal is to establish a programme
in France and, ultimately, throughout the euro
zone modelled on the American organisation,
Gifts in Kind. (Gifts in Kind is the 7t largest
non-profit organisation in the United States and
partners with more than half of America’s
100 largest companies.) EuroGiki’s mission is
to develop philanthropy through product dona-
tions, enabling needy communities to obtain
non-perishable items that they cannot afford
to purchase. The project involves creating a
logistical platform to receive and redistribute
the products. The Foundation will provide
funding over a three-year period and will deliver
unsold products from the group’s brands.
www.adnfrance.org

JACQUES-ETIENNE DE T'SERCLAES,
president of EuroGiki, the Gifts in Kind Agency.

OTHER INITIATIVE:
SUPPORT FOR
TITOUAN LAMAZOU'S
EXHIBIT, "WOMEN OF
THE WORLD"

The L'Oréal Corporate Foundation
supported the Women of the World
exhibition, which was held from
October 8, 2007 through June 16,
2008, at the Musée de I'Homme in Paris.
More than 200,000 people visited

the exhibition.

Titouan Lamazou celebrates women
worldwide in this mosaic of 200 portraits,
which includes drawings, videos,
paintings, photographs and interviews.

Distribution of body hygiene products kits at the Vernon'’s “Restos du Cceur.”
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VERIFICATION
STATEMENT

L'OREAL 2008 SUSTAINABLE DEVELOPMENT REPORT

SCOPE AND METHODOLOGY
Environmental Resources Management (ERM)
was sollicited by L'Oréal to verify the data
relative to Health, Safety and Environment,
which is to be published in this Sustainable
Development Report.

Since 2005, the SHE data have been recorded,
communicated and consolidated monthly
through an IT system accessible at all group
manufacturing sites and distribution centres.
The reliability and performance of this system
has already been tested. Our mission this year
was to verify the validity of the SHE data sup-
plied by the sites. In order to do this, a statisti-
cally representative sample of six manufacturing
sites and three distribution centres located in
France, Spain, Italy, Germany, Indonesia, the
United Kingdom and Japan has been audited.

The approach consisted in finding the sources
of the information and interviewing the Heads
of the Departments concerned on the audited
sites.

It should be noted that the SHE data pre-
sented in this report for 2008 covers a range
of factories and distribution centres only, and
does not take into account the research and
administration activities.

FINDINGS

Our review has shown that, for the sample
examined, the data collection and processing
have provided us with information which is
precise and reliable.

It should be noted that two sites audited this
year had photovoltaic sources of energy which
have been taken into account.

Some minor inaccuracies or omissions were
noted for each of the sites visited, with no sig-
nificant impact on the scale of consolidated
data for the group:

e four of the nine sites visited presented minor
differences on the counting of the hours

worked, and the data taken into account for
the calculation of the rates of severity and fre-
quency;

e reporting of near misses is not yet done sys-
tematically and homogeneously on all sites.
However reporting of accidents with loss of
work is adequate;

e small quantities of waste were not taken into
account on two sites;

e limited traceability concerning exceptional
waste (eg.: building site waste).

The indicators published are similar to previ-
ous versions of the report and their choice is
relevant.

OPINION

We believe that the SHE data published in this
report and presented in the text, the sched-
ules and the graphics for 2008 give an honest,
transparent and reasonable image of the
L'Oréal SHE manufacturing sites and distribu-
tion centres performances.

The noted improvements in SHE performance
appear to be representative of the actual
progress made by the sites and show a great
regularity in the level of reporting reliability of
the L'Oréal group.

Paris, February 2009.

Vincent Sauvaire
General Manager ERM-France




REVIEW REPORT BY ONE OF THE STATUTORY AUDITORS
ON THE PROCEDURES USED TO COMPILE

CERTAIN SOCIAL DATA PUBLISHED IN THE

GROUP SUSTAINABLE DEVELOPMENT REPORT

This is a free translation into English of the Statutory Auditor’s review report issued in French and is provided solely for the convenience
of English speaking readers. The review report should be read in conjunction with, and construed in accordance with, French law and
professional auditing standards applicable in France.

Further to your request and in our capacity as
Statutory Auditor of the L'Oréal Group, we have
performed a review designed to enable us to
express moderate assurance on the procedures
used to compile certain social data published
in the L'Oréal Group Sustainable Development
Report and identified by the sign (*).

These procedures, together with the data
published in the Group Sustainable Development
Report, were prepared under the responsibility
of the Human Resources Executive Management
in accordance with the Group's internal report-
ing standards. These standards are available
on the Group's website. Our responsibility is
to express a conclusion on the procedures
for compiling the selected social data, based
on our review.

NATURE AND SCOPE

OF OUR WORK:

We performed the work described below in order
to obtain moderate assurance as to whether
procedures used to compile the selected social
data are free of material misstatement. A higher
level of assurance would have required more
extensive procedures. Moreover, our review
is not intended to express, and we do not
express, a conclusion on the accuracy of the
figures published.

We performed the following work:

At headquarters level

For each of the areas reviewed, we met with vari-
ous representatives from the departments listed
below responsible for organizing the reporting
procedures as well as for the consolidation of
social data at Group level: the Labor Relations
Department, International Human Resources (HR)
Department, HR Information Systems Depart-
ment, International Recruitment Department,

PRICEWATERHOUSE(COPERS

Statutory Auditor
Etienne Boris

Corporate HR Support Services, Training and
Development Department and Corporate
Learning for Development Department.
Based on interviews with these representatives
and reviews of documents (Group consolidation
manuals and subsidiary reporting schedules),
we obtained assurance as to the:

e existence of instructions concerning defini-
tions of the data to be compiled and the related
calculation methods,

e existence of reporting and consolidation
procedures,

e consistency of the data published with the
scope set for such data,

e due and proper inclusion of the social data
obtained from the reporting systems in the consoli-
dation packages, assessed on a test basis.

At subsidiary level

Additional tests were carried out to ensure
the understanding and correct application of
Group reporting procedures by the subsidi-
aries. These tests were carried out at country
consolidation level, on a selection of five coun-
tries (China, France, Germany, South Africa,
and Uruguay) and in respect of the following
sample indicators:

number of employees per gender, data taken
from the management database of executives’
profiles and careers (nationalities, positions of
executives and number of executives recruited
forinstance), number of internships, number of
apprenticeships (France only), number of partner-
ships with schools and universities, number of
employees and executive staff trained, amount
allocated to the WPS program, L'Oréal minimum
wage compared with national minimum wage,
number of employees’ representatives, number
of trade unions, number of internal agreements
signed, number of bodies and representative
mandates (France only).

Our work was based on interviews with the
individuals responsible for reporting at country
level as well as with other people involved in
the data collection and reporting procedures.
The tests involved assessing:

¢ the understanding and application of Group
data definitions and data collection procedures
at country and subsidiary leve,

® the consolidation procedures at country level
and exhaustiveness of the scope,

o the existence and appropriateness of internal
control procedures at country level with a view
to ensuring compliance with such procedures
by the subsidiaries.

We were assisted in our work by Sylvain Lambert,
Partner in charge of our Sustainable Develop-
ment Practice.

CONCLUSION

During our work, we noted for two of the
indicators selected at the subsidiary level
(L'Oréal minimum wage and the data taken
from the management database of executives’
profiles and careers), and in the majority of the
countries reviewed, insufficient formalization
of the procedures for the definition, collection
and consolidation of these indicators.

Based on our work and subject to the above-
mentioned exception, no material misstate-
ment came to our attention that would cause
us to believe that the social data selected
and published on the Group Sustainable
Development Report has not been prepared
in accordance with the Group's reporting
procedures.

Neuilly-sur-Seine, May 25th, 2009

Sustainable Development Practice
Sylvain Lambert
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