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PZ Cussons operates Iin Africa, Asia and Europe with its strategy
bullt on three core principles

We operate in selected markets that have the potential for future
growth, both in mature and emerging markets Our presence
across Africa, Asia and Europe ensures a naturally balanced
portfolio of global markets, which we continually review to
ensure they provide the Group with the best opportunities for
profitable growth We take pride in our knowledge of local
markets which enables us to respond guickly and appropnately
to local needs

We develop leading brands for the markets in which we operate
Whilst some have global reach, the majority of our brands are
sold only In local and regional markets as we create products
that are particularly suited to local needs and tastes. Our strategy
IS to grow these brands so they achieve category leading
positions in their markets and we continually review and expand
the categories in which we operate to ensure profitable growth
We are proud of our portfolio of category leading brands which
are developed to satisfy the particular needs of local consumers

We operate first class distribution networks that enable us to
deliver our brands quickly and efficiently to our local consumers
Our distribution systems vary by market type, from traditional
supply chain models in mature markets to extensive nationwide
depot networks In emerging markets. We continually adapt our
methods of distribution to suit our local markets and to
changing market needs. We take pride in our flexible distribution
capability which 1s tallored specifically for the local market.
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*Before exceptional itemns (see note 1 for defimtion)

2005

Operating profit”
of £60 2 million

2005

Operating profit’
of £53 5 milhon

2007

Operating profit”
of £66 2 milhon
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| am pleased to advise shareholders that 2007 has been another
year of considerable progress for the Group with operating profit
before exceptional items reaching £66 2 million, an increase of 10%

This successiul result has been achieved
despite the challenging trading conditions
with the weak US dollar and higher

raw material costs impacting the business

Highlights in the year have been as follows
Strong trading performance particularly in
Nigena and all European units

Significant growth in our white goods
business with Haier in Nigernia with further
expanston of the product range

Significant growth in our nutntion jont
venture with Glanbia in Nigena with
successful new product launches

The opening of the first Nigenian world class
standard electrical retall superstore

HT Coal World opened in Lagos showcasing
the range of quality Haier Thermocool
brand electrical applances

No 1 position achieved in personal wash
category in UK following successful brand
renovation programme

Successful rolkout of the Charles Worthington
haircare brand into the UK nationwide trade
Construction commenced of a new £26m
Innovation Centre in Manchester,
incorporating a hquids manufacturing facility,
a Fragrance Development Centre and a
Research and Development Centre

At a corporate level, the share spht of ten
for one was approved at the 2006 annual
general meeting and has helped to improve
the liquidity of the company s shares

As advised i the intenm statement,
Costas Nicoloulias, Phil Smyth and
Rod Sellers retired on 31st May 2007

Costas Nicolouhas, who retired after 37 years
with the Group, joined the board 1n June
2000 as a regional director His substantal
contitbution to our operations in both
Africa and the Pacific has played a great pan
in our recent growth and | wish him a long
and enjoyable retirement

Phil Smyth, who joined the board in June
1998, has held the position of regional
director Europe and more recently technical
director His experience and valuable
contribution will be missed and | wish

htm and his wife Emma, a long and

happy retirement

Rod Seliers joined the board in January 2001
as a non-executive director Aside from his
chainng of the audit commitiee his advice,
especially in financal matters, has been
invaluable and greatly appreciated

On 1st January this year, | was delighted
to welcome Professor John Arnold to the
board as non-execuiive director John
was previously Dean of Manchester
Business School and has been Prestdent
of the Institute of Chartered Accountants
In Manchester

The Group's strategic focus remains on
continued growth and margin improvement
in our selected markets The success that
we have achieved s the result of the

hard work and dedication of all our staff
throughout the PZ Cussens Group | should
ke to thank all of them very much indeed

-— "

Anthony J Green | Charrman




United Kingdom

Managing Diractor
Chrnis How
Employees 269
Location Head office
in Manchester

Activities  Manufacture and
marketing of soaps toiletries

and household products

Ghana
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Nigena

Managing Director
Meletis Glentzes
Employees 615
Location Head office
in Tema

Activittes Manufacture
and marketing of soaps
toletries, cosmetcs
pharmaceuticals electncat
goods and nutntional
products

Chief Executive

Panos Varelas
Managing Directors
Christos Giannopoulos
(Soaps and detergents)

Ray Murphy {Health and beauty)

Tolis Loizos (HPZ)

Con Gendis (Nutricimal
Adewale Raj (Distnbution)
Employees 4680
Locations Head office In
Lagos manufaciunng units
in llupeju [korodu and Aba
Activities Manufacture
and marketing of soaps
detergents health and beauty
products electrical goods
and nutntional products

Poland

Managing Director
Stephen Murphy
Employees 436

Location Head office

in Warsaw

Activities Manufacture
and marketing ot detergents,
s0aps and tolletries

Greece

Managing Director
George Koshanis
Employees 191
Locatton Head office

in Athens

Activitias Manufacture
and marketing of olive
olls margannes cooking
fats and spreads

Kenya

Managing Director

George Sotiropoulos
Employees 370

Location Head office in Narob
Activities Manufacture

and marketing of soaps
tolletries medicaments and
household products
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Group structure

The PZ Cusscns Group operates in Africa, Asia and Europe,
in both mature and emerging markets

United Arab Emirates

Country Manager

Huw Morrnis

Employees 14

Location Head office in
Jebel All Freezone of Dubal
Activities Marketing

and distribution of soaps
and tolletries

Thailand

Managing Director

Richard Shepherd
Employees 765

Location Head office in
Bangkck

Activities Manufacture and
marketing of soaps toletnes
and dishwashing liquids

Indonesia

Managing Directors

Panos Mouchteros and
Dirmitn Papadimitriou
Employees 2290

Location Head ofiice

in Jakarta

Actrvities Manufacture and
marketing of soaps ioleines
baby products powders
shampoos and lotions

Australia

Managing Director

Geaorge Fatouros
Employses 276

Locatton Head office

in Melbourne

Activittes Manutacture
and marketing of household
detergents bar soaps

and tolletnes
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The directors submit their report and the
audited financial statements of the Group
for the year ended 31st May 2007

This year’s Highlights' at a glance

Revenue increased by 7% to £577 9m from £639 9m

Operating profit* increased by 10% to £66 2m from £60 2m

Profit before tax before exceptional items increased by 7%
to £68 3m from £63 6m

Profit before tax after exceptional items increased by 11%
to £67 9m from £612m

Adjusted basic EPS* increased by 10% to 978p from 8 90p

A net operating charge of £0 4m {2006 £2 4m) for
exceptional items

Net funds** at 31st May 2007 increased to £60 3m from £519m

Proposed dividend increase for the year of 10% to 4 27p
from 3 88p

Investment in a new UK liquids factory and further expansion
of the Nigenia milk joint venture

Ten for one share split

tThe purpose of these financial highlights and follpwing busingss reviews are to help stakeholders understand how
management analyse the develepment perfarmance and position of the Group In preparning the financial lughhights and
business reviews the directors have not sought to comply with the ASB s 2006 Reporing Statement on OFRs

*Bafora exceptional tems
“*Net funds above and heraafter i1s defined as cash shon-tarm deposits and current asset investmants less borrowings




Revenue {Em) 2007 2006
Afnca 2529 2118
Asia 1072 1139
Eurape 2178 214 2
Total 5779 b399
Operating profit (Em)* 2007 2006
Africa 261 251

Asia 98 125
Europe 303 226
Total 66 2 602
Net funds {Em) 2007 2008
Cash at bank and in hand 212 259
Deposits 321 399
Current asset investments 128 22

Overdrafts 321 (M9
Loans due within one year iz 6) {2 1)
Loans due after one year - 21
Net funds 603 519
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Financial performance - overview
Operating profit before exceptional

items rose by 10% to £66 2 million {2006
£60 2 millson) on revenue up 7% to

£577 9 million {2006 £532 2 million) Overall,
strong trading performance, particularfy in
Nigeria and in all European units, has
countered the impact of the weak US dollar
and continued increases in the price of
certain commodities

Mature markets

In the European units successiul brand
development has resulted in improved market
shares in the core product categones and
consequently higher turnover and profitability
versus the prior year In Australia, margmns
have been impacted by a highly competitive
detergent market, although a strong new
product pipeline provides a solid base from
which to grow

Emerging markets

The Group’s main market Nigera, has
continued to experience strong growth,
particularly from the newer product
categories of electrical goods and nutrition
although a weak US dollar has impacted
sterhng margins The Group's other key
emerging market, Indonesia has grown
turnover and profitability versus the prior year
through successful development of the
babycare range
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Financial highlights continued

Financial pasition - overview

The Group's balance shest remains

strong with net funds at 31st May 2007

of £60 3 milion (2006 £51 3 milkon)
Improvements in the Group s supply charmn,
particularly (n Nigena, have benefited net
working capital levels This has resulted in
higher cash generated from operations and
enabled Group net funds o be maintained
at a similar level to the pricr year

Key performance indicators

In terms of performance the Group targets
its regions on delivery of operating profit in
absolute terms as well as delivering ongoing
improvement in operating margins Margin
impravement initiatives continue 1n all
markets to counter further cost increases
and the impact of the weak dollar

In terms of cashflow, the Group targets its
operating units on delivery of cashflows in
absolute terms as well as iImprovements in
working capital measures This 1s to offset
ongoing pressure on working capital due to
growth across all businesses

Major projects
Updates on major projects are as follows

In the UK, as announced last year, the Group
1S constructing a new, purpose built lquds
factory to provide additional capacity to meet

the long-term supply needs of our growing
UK business In March 2007, the Group
announced that the scope of this project
was being extended to cover construction
of a new Innagvation Centre that will become
the 'Personal Wash Centre of Excellence’
for the Group The Centre will iIncorporate
the new manufacturing facility, a new
Research and Develcpment Centre and a
Fragrance Development Centre The new
Centre will open in mid 2008 and costs of
the total project are estimated at £26 million
which should largely be funded by the
proceeds from the planned sale of the UK
factory sites in Nottingham Manchester
and Ellesmere Port

In Nigeria as prewiously announced, the
current milk factory 1s being extended and
a second factory 1s planned for the
manufacture of further nutritional products
Construction of the current factory extensian
which will provide further capacity for the
production of powdered and evaporated milk
Is on schedule with the increased capacity
expected to come on stream &t the end of
2007 The scope and design of the second
factory has now been finahised and
canstructicn will commence later this year
with completion scheduled for early 2009 The
Group's share of the cost of both projects
will be approximately £10 million in aggregate




Exceptional tems***

Exceptional itemns in the year totalled to a
net charge of £0 4 million to operating
profit In the consolidated income statement
comprising the following

Operating costs of £5 1 million in relation

to a restructuring of the UK business, made
up of redundancy and other associated
restructuring costs

Operating iIncome of £5 2 million from the
sale of the Pelish head office in Warsaw,
and a net loss of £0 5 milhion in relation to the
sale of the Cameroun business

Taxation

The effective tax rate before exceptional
items was consisient with the previous year
at 29 0% (2008 29 2%)

Dividend

The board 1s recommending a dividend
increase of 10 0% for the yearwith a
proposed final dvidend of 3 27p {2006 2 95p)
per share for a total of 4 27p (2006 3 88p)

***These tems have Leen disclosed

separately in the Group s canschdated
incomne statement, while a definition
of exceptional tems i1s grven in note 1
to the financral statements
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Share splt

The share split of ten shares per cne share
previously in 1Issue was approved at the
2006 annuai general meeting and therefore
all figures affected have been restated
accordingly

Qutlook

The Group's focus on selecied markets
leading brands and first class distribution
continues to provide a clear strategy for
the future Over the next year, the Group
will be pursuing growth in ali existing
businesses and investigating further exciting
new opporturities

Nigeria remains our key market for future
growth and we are encouraged by the
continued stable economic and political
chmate following the recent elections

The weak dollar and continuing cost increases
of a large number of the Group s key raw
matenals will provide a challenge going
forward, which will be mitigated by the Group
focus on its margin iImprovement programme

The balance sheet remains strong with all
projects currently being financed from Group
net funds

Overall performance since the year end has
been in ine with management expectations
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Africa

With over 100 years’ expenence of trading in Africa we are proud of the
knowledge of local markets and consumers we have developed, which has
resulted in a strong portfolio of local brands

Our passion to continue to grow these brands and develop innovative
products in response to local needs has delivered success in the emerging
markets of Africa

To provide clarity and focus management continue to structure the Nigerian
business into the following units

Soaps and detergents | Health and beauty | Electrical goods {HPZ,
a joint venture with Hater) | Food and nutntion {Nutricima, a joint venture
with Glanbia) | Supply chain and distribution
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Soaps and detergents

The soaps and detergents portfclio forms
the backbone of the Afnican business in
an increasingly competitive market
Products include laundry and toilet soap
and bulk and branded detergents

Health and beauty

This unit has a vanety of strong trusted
local brands which includes haircare and
skincare products medicated rubs

and pharmaceutical products Panregional
development of these brands has brought
benefits 10 the African region as a whole

Electrical goods

This unit sells Haier Thermocool branded
electnical goods manufactured with

our Chinese partner Haier which include
fridges freezers, washing machines
telewisions DVD players mabile phones
and arr conditigning units The Group

has capitalised on the strength of the
Harer Thermocool brand by introducing
a number of new products In the year

Food and nutntion

The food and nutnition unit which
manufactures milk and nutritional
products with our joint venture partner
Glanbia Plc has built on last year s
success Wark 1o extend the factory is
well under way while there have been
exciting new products developed in
the year

Supply cham and distribution

One of our key strengths in Afnica s our
extensive network of depots and factories
n Nigena Placing desteibution in its

own urit has given the business focus and
the continuous desire 10 Improve Its
distribution network
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Qur business Iin Africa

Overall, performance in Nigeria has been strong, with imited disruption from the election
process which took place in April 2007

Revenue and profit in local currency
showed increases over the prigr
year of 30% and 12% respectively
The Nigernan currency remained
stable against the dollar during the
vear however the results are affected
on translation io sterling as a result
of the weak dollar

Scaps and detergents performed well

in the year although the market remains
competitive with increased levels of
supply and pressure on margns through
higher commodity costs However brand
pOosSIIONng remams strong and was
supported In the year with significant
new product launches including Elephant
Gold detergent and extensive brand
renovation of all of the category leading
brands including Zip and Jet {detergents)

and Premier, Canoe and Duck {soaps)
Savings from in-house power generation
as a result of the investment made

last year have helped to counter cost
Ingreases elsewhera within the business

Sales in Health and beauty grew year
on year predominantly through new
product launches such as Super Robb
mentholated rub and relaunches of
our existing brands such as Venus harr
relaxer The Venus relaunch was the
first product launch under the pan-
regional project to leverage the strength
of our brands across the Afnican
terntories A review of the portfolio of
brands in this diviston has now been
concluded i order to pnontise those that
will be 1argeted for growth in the future
These include Robb (medicaments)

Venus Joy and Carex [personal care)
and Cussons Baby Durning the year
manufacturing operations for this
dmvision were reviewed resulting in the
transfer of producuon for certain
products to Ghana

The Electrical goods business
expenenced another year of significant
growth with the business strengthening
1ts number one market position In
both the refnigerator and freezer
categories Growth is also being achieved
in the other product categories including
air conditroners, televisions, DVD
players washing machines dishwashers
microwave ovens and water heaters
Sales of laptop computers and mohile
phones commenced early in the new
financial year

Super Robb

Super Robb s a good example
of how a local leading health and
beauty brand Robb has

been developed to expand the
mentholated rub category to
suit local tastes and help deliver
profitable growth for the Group

Venus

Venus 1s one of the first health
and beauty brands to be
relavnched and aligned as a
regional African brand Venus
compnses a range of
haircare bodycare, facecare
and tolleines products

Powaerfist

Our extensive nationwide depot
network in Nigena allowed

for the quick distnbution of our
innovative energy drink
Powerfist The launch of the
produci was supported by a
television advertising campaign
with a popular Nigenan artist
called D ban

Nunu

The recently introduced Nunu
brand product categories have
already been reviewed and
developed to include Nigeria s
first non-chocolate flavoured
milk drinks This has seen the
launch of new flavours including
berry and banana




In June 2007 HPZ was proud 1o open a
showroom In Lagos being the first ‘world
class standard elecinical retail putlet of
its kind to be opened in Nigenia Named
HT Cool World the showroom will
allow the full range of electrnical products
to be sold 10 both retail and commercial
customers to complement sales
through exisung disinbution channels

The joint veniure with Glanbia
continues 1o progress well with turnover
considerably ahead of last year
following a number of successful new
product launches including Coast

milk, Nunu flavoured powdered milk and
Poweriist energy drinks While the
nsing cost of milk across global markets
has impacted margins in the short-term,
selling prices in the Nigenan market

Elephant Premier

are now mowving upwards There will be « Improvements to the clearing and

further new product launches in the
new financial year and further capacity
for existing products available at

the end of 2007 on completion of the
current factory extension

A number of significant initiatives in
Supply chain and distnbution have been
rolled out in the year including
Completion of a second phase of
upgrades to the nationwide depot
network

Opentng of two regional distribution
centres 10 enable faster supply to

the depots and a lower stockholding at
each indvidual depot

Expansion of the dedicated haulage
fleet which now numbers In excess
of sixty megatrucks’

Harer Thermocool

forwarding operation 10 assist in
the reducton of lead times of supply
into Nigena

During the course of the new financial
year a wider review of the tradiional
Nigenan manufactunng base will

be undertaken 1o ensure facilities are
appropriately structured to cater for
future growth plans

Revenue and profitabiity in the other
African territories, Ghana and Kenya
are ahead of last year mainly as a result
of growth from relaunches of existing
products and the introducuon of new
products, such as Nunu mitk and HPZ
electncal goods which cemmenced
sales in Ghana during the year

Haier Thermocoaol

Our detalled knowledge of the
local Afncan markets in which
we operate has led to the
expansion of the Elephant
detergent brand 1o include the
new Elephant Gold detergent
product to cater for the changing
needs of the consumer

Premuer 1§ a trusted popular
brand of toilet soap m West
Africa The brand has grown
organscally along with consumer
needs to include a number of
successful vanants in both toilet
and bath scap

Continuous brand review has
seen the Group capitalise on the
strong Haier Thermocool brand
by expanding product categones
to deliver exciting new products
to the market-place which include
LCD televisions DVD players
mobile phones dishwashers and
microwave avens

Haier Thermocool products are
sold throughout Nigeria and
the hard work and passion to
develop the brand has resulted
In a category leading white
goods product
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Asia

A key feature of our Asian region s our first class distribution
network in emerging markets, which enables us to deliver our
strong brand ranges efficiently, responding quickly and
appropnately to local needs

The Asian markets in which we operate offer a naturally balanced
portfolio geographically, offering both mature and emerging markets
with good opportunity for growth
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Babycare

The region has a number of products
falling within this category such as soaps
lotions shampoos talcum powder

and rubs These products are distributed
under strong local brands which are

In category leading positions in their
markeiplaces demonstrating the
effectiveness of the Group s strategy of
developing leading local brands to suit
the needs of local consumers

Tha babycare category has been
expanded with the faunch of the new
Cussons Sahaja brand

Household and detergents

This region has a diverse range of
products falling within this category
Examples include detergents manual
dishwash producis and automatc
dishwash products Strong brand
renovation in the year has been drnven
by our inherent knowledge of the

local markets in which we operate

Our innovation in Australasia has seen
the development of detergents which
imject sunscreen Into clothing and
detergents that use less water than
other products in the market

Personal care and soap

Products fathng within this category
in¢lude soaps decdorants bodywashes
talcum powders gels creams and
colognes The diverse product range,
which includes a number of leading local
brands such as Extreme 1s distnbuted

to the vast Asian market through our first
class distribution networks in Indonesia
Thalland the Middle East and Australia

Group sourcing centre

The new world class manuiactunng
facility in Thaland has helped service the
bar soap requrrements of our UK

and Austrahan markets, following the
successiul factory commissioning

last year

The factory will continue to play an integral
role 1n the Group s future bar scap
sourging requirements going forward
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Our business in Asia

In Australia, the market for branded detergent products has become significantly more
competitive, principally as a result of the introduction of private label ranges by the

prominent retailers

Consequently sales and margins
have been impacted by the efiect of
lower selling pnices and additional
promotional support costs A number
of initiatives are being actioned in
order to respond to these market
developments Firstly the business s
extensive new product pipelineg

has been pnontised and a significant

Radiant Pure

number of iInnovative new products
are being launched across the brand
portfoho of Radiant and Duo {clothes
care), Morning Fresh (dishwash)

and Pure (personal wash) i the early
part of the new financial year
Secondly, cost reduction intiatives
have been accelerated supported by
a cross functional group team

Morning Fresh

order to restore margins to previous
levels The fundamentals of the
Australian business remam sound and
the Group's strength of local market
knowledge 1s expected to assist in
returning this business to growth in the
coming year

Baby Needs

The Baby Needs range evolved

Radiant s power packed granules
have been developed and
improved to include innovative
variants that are more fnendly on
the environment and can
decrease water consumption

Pure hquid scap 1s a mild and
gentle scap which uses natural
products to leave the skin
clean and fresh

Morning Fresh 1s a popular
global brand which 15 marketed
differently across our regions to
suit focal needs The Australian
brand has evolved to include a
varnety of innovative dishwasher
tablets to supplement the
existing hquid range

from a review and subsequent
expansion of the market-
leading Cussons Baby brand

in Indonesia The popular Baby
Needs range includes baby
utensils such as bottles bowls
soothers and teats




Sales and profitability in Indonesia
improved In the year as a result of
successful development of the baby
range resulting In a strengthening

of the brand's number one positton in
the Indonesian market During the year
the baby range was extended with
the launch of a Baby Needs range of
products including bottles, platas and

feeding spoons The core Cussons
Baby range was also complemented
by the launch of a basics range called
Cussons Sahaja to target a further
segment of the population Further
range extensions are also planned for
the new financial year Other brands
such as impertal Leather and Cussons
Extreme continue to perform well
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Improvements 1o the nationwide depot
network have continued in the year
with rationalisation of depot operations
In Jakarta now complete

In the other Asian units Thailand
Malaysia and the Middle East. revenue
and profitability were maintained at
the previous year s level

Cussons Baby

Cussons Baby s a
comprehensive range of
products which gently care for
and protect your baby Cussons
Baby has grown significantly

to become Indonesia s leading
brand in the competitive
babycare sector

Extremea

Extreme 1s a good example of

a local brand which has become
established in the male
grooming market in Indonesia
Products include degdorants
colognes sprays and gels

Impenal Leather

The globat Imperial Leather
brand whach is associated with
personal wash products, has a
high profile in Thailand through
sales of bar soap The populanty
of the brand has resulted in 2
diverse range of bar soaps with
numerous variants and sizes

Morning Fresh

In Asia the Morning Fresh
product has been adapted

to suit local consumer

needs The dishwashing liguid
refill pouch 1s a popular
alternative 10 the conventional
European packaging
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Europe

Our desire to grow our leading brands to category leading positions
has resulted in iInnovative new product development as well as
sigmificant activity in brand renovation, with product relaunches and
the introduction of innovative new vanants, including special hmited
editions, in the competitive European market
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Personal wash and soap

Within this category are household
leading brands mcluding products such
as shower gels bath foams and soaps

There has been significant activity in
the year to grow these hrands through
new product development and brand
renovation to satisfy the changing needs
of lacal consumers

The significant acimvity in the year has
helped establish a position as market
leader in the personal wash market

Household and detergents

This product category includes
concentrated dishwash detergent
powders fabric conditioners and cleaning
products The Group s strategy to grow
1ts brands has been evidenced in the year
by the introduction ¢f new products
new variants and improvements to product
formulatons

Food

This product category conststs of edible
ols and spreads Qur continuous
product review has seen numerous new
products launched in the year with a
particular focus on healthier products to
contral and even reduce cholesterol
levels demonstrating our commitment
to create products suited to local
consumer needs and tastes

Haircare

This category includes quahty haircare
products from shampoos and condiioners
through to styling products

Many of the products in the haircare
range have benelited from renovated
packagmng In the year as well as
more extensive distribution methods
compared 10 prior years
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Our business in Europe

In the UK, performance has exceeded expectations as a result of a successful programme
of brand renovation across the portfolio, resulting in the achievement of the number one
position in the Personal Wash category

The Imperial Leather range was
expanded during the year with new
variants and the launch of mited
ediion shower and bath products
Consumer loyally to the Carex range
remains high and growth was
achieved through the introduction of
new variants and a Hand Carexperts
campaign which was run both on
television and in targeted print
pubhcations The Onginal Scurce brand,
which was completely renovaled

jast year, has grown as a result of the
introduction of new products such as

bedy scrubs and an innovative range
of "skin foed' shower and bath products

The Charles Worthington haircare brand
was successfully rolled out to the
nationwide trade dunng the year with
a very positive response from both
the trade and consumers Towards the
end of the financial year the core
Charles Worthington Results range
was completely renovated with exciting
new graphics and 1s being supported
in the new financial year with the first
Charles Worthington TV campaign

In the UK the supply chain focus i1s
largely on the new manufacturing
facility which will begin operation in
mid 2008 as part of the new innovation
Centre Negotiations for the sale of the
Manchester and Ellesmere Port sites
are at an advanced stage Completion
of the sale of the Nottingham site
which 1s subject to a conditional
contract, 1s still expected by the end
of the 2008 calendar year

Charles Worthington

The Charles Worthington brand
has developed significantly since
1t was acquired with the launch
of the Dream Hair and style com
ranges being well received In
the market Further commitment
10 evolve the brand 1s dlustrated
by the recent relaunch of the
Results range in the UK

Original Source

Since 1ts acguisition Original
Source has evolved significantly
with last year s packagng
refaunch supported by a national
television and press campaign
The product categories have
been expanded to include new
vaniants and the newly launched
body scrubs

Imperial Leather (1L}

IL foamburst which combines
the innovation of the foamburst
product and the strength of

the IL brand has seen a number
of new imited edition vanants
launched in the year The vanants
which have been very well
receved tin the market include
Tahitian Retreat and Japanese
Spa editions

Carex

Carex 15 a popular handcare
brand because of its effective
use agarnst germs and
bactena without being harsh
on hands Recent product
development has seen the
launch of a new bathroom range
and Innovative new hand
washes contaiming colfagen



During the year a UK restructunng
programme was undertaken both to
prepare for the new Innovation
Centre and as part of 3 wader move to
builld up overseas resource In areas
previously supported by head office
An exceptional charge relating to this
programme has been made in the year

Sales in Poland have been strong
against a competitive background with
both the E'detergent brand and Luksja
perscnal wash brand performing well
The 'E' range was renovated in the year

with new vanants of both powders and
fabnc conditioners and was expanded
into household cleaning products in the
second half with the launch of 'E Boorry
The Luksja range of soaps and shower
gels was also expanded In the year
and achieved market leader position
based on volume share Dunng the
year the head office and warghousing
site in Warsaw was sofd therefore
enabling the business to operate from
a reduced fixed cost base and to focus
on margin improvement initiatives at
the Wroclaw factory site
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Sales and profitability \n Greece have
improved 1n the year following the
rebranding and relaunch of the core
Minerva brand Qur share of the

olive o1l market has increased and the
portfolio of products has been
strengthened with the launch of

a premium range of olive o1l in tins
Further expansion of the product range
continues with successful launches

of Minerva So Real butter and Minerva
Benecol cheese products

5
£ 1s a much loved brand In
Poland Its populanty has been
established through the delivery
of quality products over many
years The brand has recently
been developed to include an
innovaiwve range of cleaning and
stain removal products

Luksja

Luksja 1s a good examnple of one
of our brands that 15 unigue to
aterniory Poland andis alsom a
market leading position The
brand has been developed and
expanded i recent perods to
include soaps and shower gels in
a vanety of popular fragrances

Minerva spread

Our desire 10 expand our portfolio
of category leading brands

has seen the successful launch
In the period of a number of new
spreads and soft cheese
products which are focussed on
delvening the consumer positive
health benefits

Minerva ails

Minerva 1s a brand with a great
deal of history and hentage

in Greece Recent innovations
have seen the launch of new
packaging which protects the
delicate flavour golden green
colour and the subtle aramna of
the olive odl
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Our future plans across the world

The Group operates n a variety of markets, including mature markets as well as emerging
exciting vibrant markets offering potential for future growth Below are some of the
projects and initiatives which we believe will help the Group capitalise and reinforce its
strong position as well as helping us deliver our targets for profitable growth

Following the successful completion
of the milk factory last year and with
sales exceeding expectations we
have moved quickly to respond to local
consumer needs by starting work on
the factory extension and announcing
plans to builld a second nutrittonal
factory, to increase supply to the
growing nutnticnal market in Nigena

Nutrition

We have announced plans teo build a second nutnttonal factory to
increase supply 10 the growing nutriional market in Nigena

Going forward there will be significant
effort to grow and develop our milk
brands and nutrntional products in Africa

The Group has staried building a new
manufactuning facility in Manchester to
replace the existing liquid soap site at
Kersal Vale which s running at capaciy
The new site will be a world class

Agecroft

Going forward there will be significant effort to grow and develop of excellence
our milk brands and nutritional products in Atnica

personal wash manufacturing facility,
and regarded as the Group's centre
of excellence It1s anticipated that the
site will act as a central knowledge
repository for the Group, with a focus
for research and development to ensure
we are at the forefront of innovation,
continuing to develop innovative
products to satsfy our local consumers

The new site in Manchester will be a world class personal
wash manufactuning facility and regarded as the Group s centre



A significant project to review our
distrnbution network in our African
termtories, which Is regarded as one of
our key strengths, has been started
This has seen a thorough review of our
Afnican distribution model, which

will result i significant developments
going forward to reduce further our
lead ttmes of goods to the consumer,

African distribution network review

A thorough review of our Afncan distnbuton model has been
undertaken which will result in signvificant developments gaing
forward to reduce further our lead ttimes of goods to the
consurmer and imporantly in a manner that 15 also more efficient

to the Group

and importantly in a manner that is also
more efficient to the Group

Qur detalled knowledge of the Nigerian
market has identfied the consumer
demand for a different retail experience
This has led to the development of

HT Cool World an innovatve concept
of a plaza store to showcase our

HT Cool Woerld
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leading brands with a focus on
electnical goods The Nigerian public
were eagerly awaiting the opening
of the first store which opened this
summer In Lagos

We have developed the innovative concept of a plaza store called
HT Cool World to showease our leading brands with a focus
on electrical goods The Nigenan public were eagerly awaiting the
opening of the first store which opened this summer in Lagos
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As part of our long-term people development plan, we have
reappraised the core values that we believe should be embedded
In our culture These values are being rolled out across our
Group to embed them In every operation.

The revised values provide a framework for staff and ultimately
the Group to develop and succeed

Courage. We challenge convention, ourselves and each other
We have the strength, willingness and determination to initiate,
make things happen and to carry them through

Accountability. We are all champions of our company We take
personal responsibility for achieving our objectives We do
what we say we shall do We do what 1s nght, not merely what
IS expected. We act with openness, integrity and trust We ask
for help, admit to our mistakes and put things nght.

Networking. We are one company across all functions and
geographies We work towards a common goal threugh
co-operation and teamwaork

Drive. We are relentless in our pursuit of success Together we
approach each day with the energy, passion and persistence to
exceed expectations.

Oneness. We are all PZ Cussons people We treat each other
with respect regardless of status We act professionally and
together we celebrate our success with understated pride We
are quiet achievers
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REPORT OF THE DIRECTORS CONTINUED

Principal activrties

The pnnopal activiies of the Group are the manufacture and distnbution of soaps detergents tolletnes, pharmaceuticals, electncal goods
edible ails and nutntional products The subsidiary undertakings and joint ventures principally affecting the profits habihites or assets of the
Group are hsted in note 31 of the consohdated financial statements

Dividends

The directors recommend a final dvidend of 3 27p (2006 2 95p) per ordinary share to be paid on 26th September 2007 to ordinary shareholders
on the register on 24th August 2007 which together with the intenim dvidend of 1 00p (2006 0 93p) paid on 10th Apn! 2007 makes a total of
4 27p far the year {2006 3 88p}

Political and charitable contributions
Charnitable contributions in the United Kingdom during the year amounted to £50 000 (2006 £50,000) No pehtical contrbutions were made
{2006 ni)

Research and development

The Group maintains in-house facilities for research and development in the United Kingdom Poland Indonesia West Afnca and Austraha,
in addition research and development 1s subcontracted to approved extemal orgamisations Currently all such expenditure 15 charged against
profit in the year in which 1t 1s incurred as 1t does not meet the cntena for capitalisation under [AS 38 Intangible assets’

Payment of suppliers

It 15 the responsibility of the management of each operating unit within the Group to agree appropriate terms of business with suppliers
upon entening into binding contracts and to adhere to these payment terms provided the relevant goods or services have been supplied in
accordance with the contracts

Empleoyment of disabled persons
Dunng the year the Group has maintained 1ts palicy of prowiding equal opportumities for the appropriate employment, traming and development
of disabled persons

Employee information

The Group recognises the benefits of keeping employees informed of the progress of the business and of involving them in their company s
performance The methods of achieving such involvement are different in each company and country and have been developed over
the years by tocal management working with local employees in ways which suit their particular needs and environment with the active
encouragement of the parent orgamisation

Auditors
In the case of each of the persons who are directors of the company at the date when this report was approved

* So far as each of the directors 15 aware there 15 no relevant audit information {as defined by the Campanies Act 1985) of which the company's
auditors are unaware

* Each of the directors has taken all the steps that he ought 1o have taken as director to make himself aware of any relevant audit infermation
and to establish that the company s auditors are aware of that information

This infarmation 1s given and should be interpreted in accordance with the provision of section 234ZA of the Companies Act 1985

The auditors Deloitte & Touche LLP have signified therr willingness to continue in office and a resolution for their re-appointment will be
praposed at the forthcormuing annual general meeting
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REPORT OF THE DIRECTORS CONTINUED

Enhanced Business Review
The functional performance of the Group along with an analysis of KPls 1s provided on pages 6 to 21 The additonal information required to
be disclosed in the Enhanced Business Review 1s shown below

Principal nisks and uncertainties facing the Group
The Group s business acuviies financial condiion results of operations or the company s share pnce could be affected by any or all of the
following risks or uncertainties

Political and economic stability

The Group conducts a significant portion of its operations outside the UK in developing markets which have an increased nsk of pobucal and
economic instability however the Group has a diverse geographic portfohio in order to help mitigate the risk that could anise in any ane
partrcular territory

Foreign currency and treasury nsk

The international range of the Group's activities gives rnise to both transactonal exchange rate nsk and translation exposure when the results
assets and liabilities of foreign subsidianes are translated into sterling The Group requires its operaung units to hedge therr matenal transaction
exposures on sales and purchases conducted in currencies other than therr functional currencies The Group s main foreign currency exposure
relates to US dolfar trade balances The Group does not actively hedge its translation exposures as these are of an accounting rather than a
cash nature however the international spread of the Group s operations itself reduces dependence on individual currencies

The Group maintains a centrahsed treasury function which operates on a nen-speculative basis 1n accordance with peolicies and procedures
approved by the board of directors The aim of this function 1s to miugate the effects of any adverse movements in exchange rates and
interest rates on the Group s financial results

The Group maintains a substantial nei iunds position {as defined on page 6} Net funds at 31st May 2007 were £60 3 million {2006 £519 mulion}
an analysis of which s provided in the Financial Highlights These principally compnise short and medium-term deposits and borrowings This
mix of funds allows the Group flexibility in optimusing its central funding position and the ability to act promptly to counteract any adverse
movements in interest rates in its overseas terntores

Raw maternals

The Group s profitability depends an the cost of raw matenals from around the world which exposes it to price and supply fluctuation Key
items such as ails and fats packaging materals and energy are subject to fluctuations in price and avalability The Group does take measures
to protect against the short-term impact of these fluctuations and shertfalls however fallure to recaver higher costs or shortfalls in avalability
could have a negative impact on profits
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Drirectors
Professor J A Arnold was appoinied a non-executive director on 1st January 2007

Messrs C Nicoloulias R H Sellers and P J Smyth retired from the board on 31st May 2007

In accordance with the company s articles of associaion Prolessor J A Amnold now retires as a director and being ehgible offers himself for
electon at the annual general meeting

The directors retinng by rotation are Mr A J Green Mr A G Calder and Mr D W Lewss who being eligible offer themselves ior re-electron

Executive directors at 31st July 2007

Mr A J Green

Chairman {age 56)

He joined the company 1n 1975 and was appomnted to the board in 1990 becoming Chairman in 1993

Mr A G Calder
Deputy Chairman (age 60}
He joined the company in 1996 and was appointed to the board in 1988 becorming Deputy Chairman in January 2006

Mr G A Kanells
Chief Executive {age 42)
Was appointed Chief Executive in June 2006 He joined the company in 1993 and was appointed 1o the board in 2003

Mr C G Dawvis
Regional Director — Afnica (age 45)
He joined the company in 1993 and was appotnied to the board in 2006

Mr B H Leigh
Finance Director (age 36)
He joined the company in 1897 and was appointed to the board in 2006

Mr J Pantelireis
Supply Chain Director (age 53) |
He joined the company in 1980 and was appointed to the board in 2005 having held a number of senior positiens with the Group

Independent non-executive directors at 31st July 2007
MrJ D M Smith {age 67)
Was for many years an executive director of BTR Plc Apponted te the board tn 2000 Mr Smith 1s the senior non-executive director

Professor J A Armold (age 63)
A chartered accountant and Chairman at Pro Manchester Appointed to the board in 2007

Mr D W Lewis {age 62)
A former partner of Addleshaw Goddard Appointed to the board in 2004 Mr Lewis 15 a non-executive member of the Addleshaw Goddard
Governance Board

Mr J T J Steel {age 47)
A chartered accountant and Managing Director of Corporate Finance at Arbuthnot Secuntes Appointed to the board 1n 2005
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Directors’ interests
The directors interests in the share capital of the company at 31st May 2007 tegether with therr interests at tst June 2006 are detalled below

Ordinary shares

2007 2006*

Beneficial Number Number
AJ Green 62,403,680 62 403,690
G A Kanellis 84,710 64 270
JA Amnold 3,984 -
A G Calder 409,180 203 680
C G Davis 107,030 40 880
8 H Laigh 36,830 10 000
D W Lewis 25,000 25000
J Pantelirels 77,000 77000
J D M Smuth 90,000 80 000
JTJ Steel 10,000 10 000
Total 63,247,424 63,014 520
Non-beneficial

A J Green 6,926,080 6926 080
A G Calder 69,292,170 69292170
Total 76,218,250 76 218 250
Notes

1 The figures in the tables de not include 3 913 299 (2006 4 972 990*) ordinary shares purchased by the ESOT (Employee Share Opuon Trust)
at 31st May 2007 The ESOT 1s a discretionary trust under which the class of beneficianes who may benefit compnses certain empltoyees and
former employees of the company and its subsidiaries including members of such employees and former employees immediate families
Some or all of the shares held in the ESOT may be the subject of awards (o executive directors of the company {excluding the Chairmanj under
the deferred annual share bonus scheme details of which are given in the repont on directors remuneration Accordingly those execulive
directors are included in the class of beneficianes and are deemed to have a beneficial interest in all the shares acquired by the ESOT

2 The figures in the tables do notinclude 6 864 539 (2006 5 487 190*) ordinary shares granted as options under the executive share aption
scheme at 31st May 2007 Further details of this scheme are given in the report on directors’ remuneration

The register recording the directors’ interests will be open for Inspection at the annual general meeting No director had any beneficial interest
durning the year tn shares or debentures of any subsidiary company There were no contracts of significance subsisting during or at the end
of the financial year with the company or any of its subsidiaries in which a director of the company was maternally interested

During the year the company maintained hability insurance for its directors and ofiicers

*The comparative figures have been restated for the share split on the basis of ten for one which was approved at the last annual general
meeting on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before
the share split
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Other substanual interests

The register maintained by the company under sectron 808 of the Companies Act 2006 disclosed the following interests in the shares of the

company held at 31st July 2007

Number of

shares Y%
J B Zochonis 60 619 580 1414
Zochomis Chantable Trust 49 365 040 1151
Invesco UK Lirited 21 445 506 500
Mrs C M Green Settlement 20 328 280 474
J B Zochonis Settlement 19927 130 465
Sun Life Unit Assurance Ltd 13 843 464 323

Special business st the annual general meeting

The resolutions that will be proposed at the annual general meeting on 24th September 2007 are set out in the separate Notice of annual

general meeting dated 23rd August 2007

Purchasa of own shares

No shares were purchased during the penod from 1st June 2006 to 30th July 2007 {2006 nil) other than the acquisitions undertaken by the

ESOT {see nota 26)

By order of the board of directors

31st July 2007
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REPORT QN DIRECTORS’ REMUUNERATION

This report has been prepared i accordance with the Directors Remuneration Report Regulations 2002 and satisfies the requirements of the
Listing Rules of the Financtal Services Autharity A resclution to approve the report wiil be proposed at the annual general meeting

The table on directors emoluments and information on the deferred annual share bonus scheme the executive share option scheme and
directors pensions constitute audited information

Remuneration committee
The members of the committee duning the vear were Professor J A Amnotd (appointed 1st January 2007) and Messrs DW Lewis R H Sellers
tretired 31st May 2007) J D M Sruth (Chairman) and J T J Steel

The members are all non-executive directors of the company They are independent have no conflicts of interest and no day-to-day invelvement
in runming the business The remuneration of the non-executive directors is determined by the executive directors The commuttee was advised
durning the year by New Brnidge Street Consultants London in relation to salary levels the deferred annual share bonus scheme and the
executive share option scheme

Pelicy on executive directors’ remuneration
The employment conditions pay and benefits are intended to reward and metivate directors in a manner which reflects the global and
competitive nature of the Group s business and to be sufficient to attract and retain persons of high calibre

Elements of the remuneraticn package are as follows

+ Bastc salary and benefits

* Participation in the deferred annual share bonus scheme
* Participation in the executive share opt:on scheme

* Pension benefits from the executive directors scheme

Basic salary and henefits
Salanes are reviewed annually by the remuneration committee The review takes account of individuat performance company perfermance
external surveys and remuneration levels m a range of companies of comparable size geographical spread and market sector

Taxable benefits which are subject to penodic review include health insurance and car benefits

Deferred annual share bonus scheme

As part of the Group s focus on improved operating performance a deferred annual share bonus scheme was introduced with effect from
1st June 2000 for main board executive directors (excluding the Chairman) and certain key subsidiary directers The award of a bonus to a
maximum* of 50% of basic salary 15 dependent upon the achievement of operating profit targets and will normally be received by the directors
following three years of continuing employment from the date of the award Awards are made in a combination of cash and shares which
are purchased in the market and retamed 1n an employee trust until they are 1ssued to the directors

Bonuses to be awarded for achievement of targets for the current financial year are included in the directors remuneration table on page 33 and
are calculated using the market value at 31st May 2007 of £172 per share

Further details of the employee trust are given In note 26 of the consolidated financial statements

*The maximum bonus of 50% can be exceeded for directors retiring in the current or following financial year as they are compensated for
their non-participation In the executive share option scheme, based on the scheme rules with any interpretation agreed by the remuneration
committee

Executive share option scheme
An executive share option scheme was introduced with effect from 1st June 2003 This emphasises the board s commitment to ensunng the
interests of senior executives are clearly aligned with shareholders interests Key poinis of the scheme are as follows

» Senior executives {excluding the Chairman) will be granted options 1o buy shares at the market value of the shares when the optons are
granted This means that executives will enly benefit under the scheme to the extent that shareholders benefit through increases in the
share price

* The value of shares under options granted to an executive in any financial year will be mited to a maximum of 1 5 tmes basic salary
Options granted 10 executives have not exceeded ane times basic salary

* The exercrse of options granted will be subject to performance conditions based on the company s normalised earnings per share growth
relative to inflatton over three financial years The following targets will apply

Proportion of option grant exercisable Performance conditions {average annual growth in excess
of inflation 1n earnings per share)

33% RPl + 3% pa

33% - 66% (pro rata) RPl + 3% to 5% pa
66% - 100% {pro rata) RPl + 5% to 7% pa
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* The remuneration committee will rewiew the performance condibions each ume options are granted 1n order to ensure that they remain
challengeng 1n the context of the company s long-term budgets and may impose different conditions provided they are suitably challenging

* With effect from 1st June 2006 options granted are no longer subject to retesung in the fourth year following grant

Details of options granted to directors are as follows

The tourth grant of opuons took place on 31st August 2006 The exercise price for these options equal to the market value at the date of the
grant.1s £141 and s applicable to all directors Options are normally exercisable between three and ten years from the date of grant There have
been no other grants of options during the year and no vanations 10 the terms and conditions or perfarmance cntena dunng the year

Balance Options Options Balance Option
at 1st granted exercised at 31st price
Ordinary shares June 2006*  dunng year dunng year May 2007 range (£}
G A Kanelhs 570 960 213210 - 784 170 075141
A G Calder 772,160 211080 - 983 240 075741
C G Davis 193 540 142 140 - 335,680 075-141
8 HLeigh 157 550 127930 - 286 480 075141
€ Nicolouhas 509,770 - - 509 770 075-110
J Pantelirets 128670 132130 - 270,860 130141
P J Smyth 588 790 152 800 - 741 630 075141

The market price of ordinary shares at 31st May 2007 was £172 and the range dunng the year was £138to £182

*The comparative figures have heen restated for the share sphit on the basis of ten for one, which was approved at the last annual general
meeting on 25th September 2008 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before
the share split

Performance graph

The graph Hlustrates the performance of PZ Cussons Plc measured by Total Shareholder Return (TSR] aver the five year penod to 31st May 2007
against the TSR of a holding of shares in the FTSE 260 index over the same penod based on an rmitial investment of £100 The FTSE 250
index was chasen as PZ Cussons Plc rs a constituent of that index

PZ Cussons Plc TSR vs the FTSE 250 Index TSR

= PZ Cussons Ptc ordinary shares
w FTSE 250 index
{Vatue £}

250 —

200 —

150 —{

100 —

50
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Source Thomson Datastream
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The following table shows remuneration of indimdual duectors for the year ended 31st May 2007

Salary/ Taxable 2007 2006
fees Bonus benefits Total Total
£ £ £ £ £
Executive directors

A J Green (Chairman) 236 731 - 28917 325,648 317 957
G A Kanelis 320878 130 950 18 307 470,135 388 479
C N Green (1o 315t May 2006) - - - - 893 698
A G Calder 314 601 137 749 18 386 470,736 464 858
C G Davis* {from 1st Jan 2006) 216,347 65 483 13 589 295,419 115,291
B H Leigh {from 1st Jan 2006) 194 033 78 666 10526 283,125 110 321
C Nicoloulras 288991 178 103 19,607 486,601 553 440
J Pantelireis 194 077 81190 19 296 294,563 294,806
P J Smyth** 227 595 93 850 13883 335,328 341729
J Spyndouhas {10 28th Feb 2006) - - - - 369470

Non-executive directors
J A Arnold (from 1st Jan 2007) 14 583 - - 14,583 -
D € Godwin {to 30th Sep 2005) - - - - 12 500
DW Lewis 30000 - - 30,000 27600
R H Sellers 35000 - - 35,000 31250
J DM Srmith 35000 - - 35,000 31250
J T J Steel {from 1st Oct 2005} 30,000 - - 30,000 15 000

2197836 765 891 142 411 3,106,138 3967 549

*Also receved a relocation allowance of £44 089

**The service contract of PJ Smyth was terminated by mutual agreement on 315t May 2007 In addition to the remuneration shown in the
above table PJ Smyth receved £450 000 in cash in compromsse of his enirilements on termination of his service contract
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Pension benefits

The executive directors pension scheme prowides benefits of up to two thirds salary (subject t0 a scheme specific earmings cap) dependants
pensions and lump sum payments In the event of death in service Benefits in kind ase not pensionable All the executive directors at
315t May 2007 are members of the scheme Benefits in respect of each executive director are given in the table below

Gross Increase in Total Value of net Value of Value of Total

Increase accrued accrued merease n accrued accrued change n

in accrued penston net pension at accrual over pension at pension at  value during

penston of inflation {a) 310507 period [b) 310506 310507 period {c)

£ £ [4 £ £ £ £

A J Green 13 541 6 661 173536 75000 2 206 060 2 358 00O 136 0060
G AKanellis 22508 19 802 85,447 116,000 455 000 586 000 111000
A G Calder 18 596 12 115 169 315 180 000 2,455 000 2746 000 275,000
C G Davis 8 365 82M 9838 52 000 12 000 78 000 52 000
B H Leigh 30 262 28931 61208 137,000 172 000 317 000 132 000
C Nicolouhas 20 797 13 267 195 908 231000 3,501,000 3652 000 134,000
J Pantelirels 16 838 13 344 98 104 142 000 932 000 1,133 000 189 000
P J Smyth 8910 4548 110 343 40 000 1133000 1211 000 65 000

Notes
1 Pension accruals shown are the amounts which would be paid annually on retrement based on service to the end of the year and salary at
31st May 2007

2 Transfer values have been calculated in accordance with version 9 2 of guidance note GN11 ssued by the actuanal profession

3 The value of net increase [b) represents the m¢remental value to the director of his service dunng the year calculated on the assumption
that service terminated at the year end lt1s based on the accrued pension increase {a) after deducting the dirgctor's contnbution

4 The change in the transfer value (c) includes the effect of fluctuations in the transfer value due to factors beyond the control of the company
and directors such as gilt yield movements It1s calculated after deducting the director s contribution

5 Voluntary contrbutions paid by directors and resulung benefits are not shown

6 The total accrued pension as at 31st May 2007 and the value of accrued pension at 31st May 2006 and 31st May 2007 shown for Messrs
Calder and Smyth include benefits resulting from transafers into the plan

7 Mr C Nicolouhas retired on 31st May 2007 The above figures are based on the change to Mr Nicoloulias s accrued benefits between
31st May 2006 and 31st May 2007 On reurement Mr Nicoloulias received an annual pension of £150 003 and a cash lump sum of £440 793

8 Mr P J Smyth retired on 31st May 2007 The above figures are based on the change to Mr Smyth s accrued benefits between 31st May 2008
and 31st May 2007 On rewrement Mr Smyth received an annual pension of £93 331

9 The company provides unfunded unapproved pension benefits for Messrs Calder Smyth, Leigh and Davis as their benefits would have
been subject to the Inland Revenue earnings cap introduced by the Finance Act 1989 had the earnings cap not been abaolished by the
Finance Act 2004 The funded benefits payable to these directors remain subject to a scheme specific earmings cap which increases each
year and 1s calculated in a similar manner to the abolished statutory earnings cap

Service contracts

Executive directors have one year rolling serice contracts No executive director, including those proposed for re-election has a service
contract with a natice penod in excess of one year or containing any prowvision for pre-determined compensation on termination exceeding
one year's salary and benefits in kind Non-executive directors do not have service contracts but are appointed for intial penods of three
years, normally renewable on a similar basts

By order of the board of directors

JD M Smith
31ist July 2007
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CORPORATE GOVERNANCE

The board 1s committed to meeting the standards of good corparate governance set out in the Combined Code on corporate governance
published by the Financial Reporting Council in July 2003 This report together with the report on directors remuneration describes how the
board spplied the Code duning the year under review

Directors
The board 15 respansible for the Group s strategic development momitoring its business objectives and maintaining a system of effective
corporate governance

The board of directors has ten members compnsing the Chairman the chref executive four other executive directors and four non-executive
directors The names of the directors together with therr biographical details are set out in the report of the directors The diffening roles of
the Charrman and chief executive are acknowledged The Chairman 1s pnimanly responsible for the running of the board and ensurning that it
15 supplied in a umely manner with sufficient information to enable it to discharge its duties The chief executive 1s responsible for coordinating
the running of the business and implementng Group strategy The executive directors service contracts and the letters setung out the terms
of appointment of the non-executive directors are available for inspection at the company s registered office dunng narmal business hours
and at the annual general meeting

The non-executive directors are all considered to be independent of management and free from any business or other relationship that
could matenally interfere with the exercise of their independent judgement Mr D W Lewis 1s a former partner of Addleshaw Goddard who
act as legal advisors to the company and 1s 2lso a non-executive member of the Addleshaw Goddard Governance Board Mr Lews does not
and has not participated in any way In the provision of services by Addleshaw Goddard 1o PZ Cussons In addition 1n order that his
independence 15 not comprormised, if at any time the board or a commuittee of the board I1s considenng any matter concerning Addleshaw
Goddard 1t has been agreed that Mr Lewis will withdraw fram that meetng until such matters have been dealt with The senior independent
non-executive director s MrJ D M Smuth In his capacity as senior independent director Mr Smith (s available to sharehaolders if they have
concerns which contact through the normal channets of Chairman chief executive or finance director has failed to resolve or for which such
coniact IS Inappropriate

The board has a documented schedule of matters reserved for its decision including approval of the Group’s strategy annual budgets
matenal agreements and major capital expenditure and acquisitions the approval of financial arrangements and the monitenng of performance
health safety and environmental matters and nsk management procedures The board met formally four imes during the year and will meet
further as necessary to consider specific matters All the directors were In attendance at each meeting

All directors communicate with each other on a regular basis and board papers are prepared and 1ssued prior to each board meeting to enable
directors to give due consideration 1o all matters in advance of the meetuing Directors can 1ake independent professional advice where
necessary at the company s expense and have access 10 the services of the company secretary who 1s responsible for ensuning that board
procedures and all apphcable rules and regulations are followed During the year the company maintained liabibty mnsurance for its directors
and officers

There Is a formal inducticn pracess for directors including visits to pringipal sites and meetings with operating management Directors may
take additional tratning where necessary as part of their continuing development at the expense of the company

A formal review of the board and board committee performance s carned out annually The Chairman s perfarmance 1s reviewed by the
non-executive directors led by the senior independent director and takes into account the views of the executive directors The performance
of the non-executive directors 1s evaluated by the Chairman in consultation with the executwe directors The remuneration committee
reviews executive directors performance with guidance from the Chairman and the chief executive except in the case of the chief executive's
performance where it i1s reviewed by the Chairman and the remuneration committee The directors submit themselves for election at the
annual general meeung following their appointment and thereafter by rotation in line with the Code and the company s Articles of Association
The review process in 2007 concluded that all directors continue to contnbute effectively and with proper commiiment devoting adequate
ume 10 carry out therr dunes

The board has established a number of standing committees to which various matters are delegated according to defined terms of reference
The terms of reference of the committees are avallable, on request from the registered office of the company and will alse be available
at the annual general meeting

Nomination commuttee

The nomination committee 15 responsible for regularly reviewing the structure size and composition of the board and wdentsfying and
recommending appropnate candidates for membership of the board when vacancies anse The committee members are Mr A J Green
(commuttee Chairman) Mr G A Kanellis and the four independent non-executive directors Professor J A Arnold Mr D W Lewis
MrJ D M Sruth and Mr J T J Stee!

In considering an appointment the nomination committee evaluates the balance of skills knowledge and expenience of the board and
prepares a descnption of the role and capabilites required for a particular appomtment External search agencies or open advertising will be
used where this 1s appropnate Short-hsted candidates will then be invited to interview with members of the committee and If recommended
by the committee will be invited 10 meet other board members before any decision 1s taken relating to the appointment The commuttee
met twice dunng the year and all the committee members were In attendance at each meeting
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CORPORATE GOVERNANCE CONTINUED

Remuneration committee

The remuneration committee 1s responsible for reviewing and recommending the framework and policy for remuneration of the Chairman
executive directors and senior executives, which the board as a whele 1s responsible for appraving The committee members are the four
independent non-executive directors Professor J A Arnold Mr D W Lewis Mr J D M Smith {committee Chairman) and Mr J T J Steel Once
approved the remuneration committee 1s responsible for evaluating the performance and deterrmuining specific remuneration packages for
the Chairman and each executive director The Chairman and executive directors are responsible for the agreement of non-executive directors
remuneration The committee met five imes dunng the year and all the committee members were in attendance at each meeting

Audit committee

The audit committee (s responsible for reviewing on behalf of the board, the Group s accaunting and financial policies and its disclosure
practices and internal controls M 1s also responsible for overseeing all matters associated with the appointments terms remuneration and
performance of the external auditors and for reviewing the scope and results of the audit and its cost efiectiveness These responsibilities
are discharged at the audit committee meetings and through regular reports from the internat audit function The audit committee compnises
the four Independent non-executive directors Professor J A Arncld {committee Chairman) Mr D W Lewis MrJ D M Smith and Mr J T J Steel
and meets regularly with the exiernal auditors Professor J A Arnold a qualified chartered accountant brings recent and relevant financial
experience to the audit committee The audit committee met three tmes dunng the year and all the committee members were In attendance
at each meeting

As mentioned one of the duties of the audit committee 1s 10 make recommendations to the board in relation to the appointment of the external
auditors A number of factors are taken into account by the committee in assessing whether to recommend the auditors for reappointment
These include the quality of the reports provided to the audit committee and the board and the level of understanding demonstrated of the
Group s business

The Group has a policy governing the conduct of non-audit work by the auditors The auditors are permitted to provide non-audit services
that are not and are not perceived to be in conflict with auditor independence providing they have the skill competence and integnty to
carry out the work and are considered to be the most appropnate to undertake such work in the best interests of the Group Acttvities that
may be perceived to be in conflict with the role of the external auditors must be submitted to the committee for approval pnos to engagement
regardless of the amounts involved All assignments are monitored by the commitiee

Detalls of the amounts paid to the external auditors dunng the year far audit and other services are set outin the notes to the finanoial staternents

Risk management committee

The risk management commitiee 1s responsible for identifying significant nsks and ensuning wherg possible that action 1s taken to mitigate
these nsks This 1s achieved by an cngoing review which includes identifying all nsks faced by the Group and assessing those nsks and
ensuring that appropriate control measures are put in place Plans are developed and implemented to eiminate reduce or transfer these
nsks where practicable The commuttee 1s also responsible for reviewing the nsk management and control process within the Group

The committee comprises sentor managemaent from within the business and receives input frem professional advisers It met twice during
the year and regularly reports to the board In addition the board undertakes annually a formal review of the nsk management process ang
the performance of the nsk management committee

Remuneration
Details of directors remuneration are set out in the report on directors’ remuneration

Accountability and audit

Directors’ responsibilities in relation to ftnancial statements
The directors are responsible for prepanng the Annual Report Directors Remuneration Report and the financial statements in accordance
with apphcable law and regulations

Company law requires the directors to prepare financial statements for each financial year The directors are required by the International
Accounting Standards [IAS) Regulatien to prepare the group financial statements under International Financial Reporting Standards {IFRS)
as adopted by the European Union The group financial statements are also required by law to be properly prepared in accordance wath the
Companies Act 1985 and Article 4 of the |AS Regulation

International Accounting Standard 1 requires that IFRS financial statements present fairly for each financial year the Group s financial position,
financial performance and cash flows This requires the faithful representation of the effects of transactions cther events and condiions in
accordance with the definitions and recognition cntena for asseis habiktes income and expenses set out in the International Accounting
Standards Board s Framework for the preparation and presentation of financial statements’ In wvirtually all circumstances a fair presentation
will be achieved by comphance with all applicable IFRSs However directors are also required to

+ Propetly select and apply accounting policies
= Present information including accounting policies 1n a manner that provides relevant reliable, comparable and understandable information

= Provide additional disclosures when complhance with the spectfic requirements in IFRSs are insufficient to enable users to understand the
impact of particular transactions other events and condiions on the entity’s financial position and financial performance
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CORPORATE GOVERNANCE CONTINUED

The directors have elected to prepare the parent company financial statemenis in accordance with United Kingdom Generally Accepted
Accounting Practice {United Kingdom Accounting Standards and applicable law} The parent company financial statements are required by
faw to give a true and fair view of the state of affairs of the company In preparnng these financial statements the directors are required 10

» Select surtable accounting policies and then apply them consistently
* Make judgments and estimates that are reasonable and prudent

* State whether applicable UK Accounting Standards have been followed, subject to any matenal departures disclosed and explained in the
financial statements

The directers are respansible for keeping proper accounung records that disclose with reasonable accuracy at any ume the financial position
of the company and enable them to enswre that the parent company financial statements comply with the Companies Act 1985 They are
also responsible for safeguarding the assets of the company and hence for taking reasonable steps for the preventon and detecuon of fraud
and other irregulanties

The directors are responsible for the maintenance and integnty of the corporate and financial informauon included on the company's website
Legislation in the United Kingdom govermng the preparation and dissemination of financial statements may differ from legislatton in other
Junsdictions

Going concern
After undertaking an appropriate review the directors believe that the Group has adequate resources to continue in operational existence for
the foreseeable future For this reason the directors continue to adopt the going concern basis in preparing the financial statements

Internal control

The board 1s responsible for the Group s system of internal control and for reviewing its effectiveness Such a system 1s designed to manage
rather than ehminate the nsk of failure to achieve business objectives and can only provide reasonable and not absolute assurances against
matenal misstatermnent or loss

The board 15 of the view that there 1s an ongoing process for idenufying evaluating and managing the Group s significant nsks that it has
been in place for the vear ended 31st May 2007 and up to the date of the Annual Report and Financtal Statements that it 1s regularly reviewed
by the board and that it accords with the Turnbull guidance for directors on the Combined Code

The process includes

* Frequent communication between the board and subsidiary management on all cniuical business 1ssues

* Regular visits to operating units by the board head office management and internal audit

= A detalled system of budgeting reporting and forecasing

* Regular review by the board of a nsk management document produced by the risk management committee

* Taking necessary action to remedy any significant weaknesses found as pan of the review of the effectiveness of the internal control system

At nts July 2007 meeting the board carned out the annual assessment of internal control for the year to 31st May 2007 by considenng
documnentation from the executive committee nsk management committee and internal audit function as well as taking into consideration
events since the year end

The Group conuinues to take steps to embed internal control and nsk management further inte the operations of the business and to deal
with areas of improvement which come to the attention of management and the board The Group has ethical guidelines and a defined fraud
reporting process which are 1ssued with the Group Internal Contrel Manual

Relations wrth shareholders
in its financial reporting to shareholders the board aims to present a balanced and understandable assessment of the Group's financial
positton and prospects

The company maintains a corporate website www pzcussens cam centarning a wide range of mnformation of interest to institutional and
private investors and a subscnption e-mail service I1s avallable which enables access to company notifications and news releases

The company has penodic discussions with institutional shareholders on a range of 1ssues affecting the Group's perfermance All shareholders
including private investors have an opportunity to present questions to the board at the annual general meeting and the directors are avalable
to meet informally with shareholders after the meeting

Compliance statement
The directors consider that, throughout the accounting penod the company complied with the provistons of section 1 of the Combined Code
as pubhshed in July 2003 and contained in the rules of the UK Listing Authonty with the following exception

Code Provision A3 2

The board recognises that the Code specifies that at least half of the members on the board {excluding the Chairman) should be independent
non-executive directors Throughout the year the board comprised the Charrman a total of seven executive directors and five non-executive
directors determined by the board to be independent and whose respective backgrounds clearly indicate that they are of sufficient calibre
and number far their views to carry significant weight in the board's decisions
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CORPORATE SOCIAL RESPONSIBILITY

PZ Cussons 1s commutted to running its business with integrity and with care insofar as the social and environmental impact of our acivities
1s concerned We aim to make a positive Impact on saciety through the products we manufacture and sell through our commergial operations
and threugh the voluntary cantnbutions we make to the community

Corporate social responsibility (CSR) 1s a tradiional value for the PZ Cussons orgamisation and 1s key to the way the company operates
throughout the world Through cempetitive employment policies we add value into the areas in which we operate by helping to meet the
diffenng product needs of customers in developing countries and invesung in more effictent production technologies and systems

PZ Cussans takes regular account of the significance of social ethical and environmental {SEE) matters to the business of the company and
we have ensured the availlability of adequate information to assess and manage SEE issues The company strives to maintain the highest
standards of ethical conduct and corporate responsibility o ensure that reputable business pracuices are appled worldwide and ethical 1Issues
are dealt with in an effective and transparent manner There 15 a strong emphasis throughout the organisation on commitment trust teamwork
personal accountability and commercial acumen

The environment

PZ Cussons takes regular account of the significance of environmental matters to the business of the company and has dentfied and
assessed nsks ansing from s operations both to the environment and to the company s short and long-term value PZ Cussons is committed
to playing 1ts part in protecting the environment far the benefit of its employees and the public at large The cempany has ensured and will
coniinue 1o ensure that it comphes with environmental laws and regulations and will continue to identify the environmental impacts of the
business and find effective ways of reducing them

We continue to implement systems to enable the measurement of certain environmental indicators such as energy and water use emissions
to air or water and waste generation and we design our new and upgraded plants and processes to be energy efficient and low maintenance
We also work closely with relevant local water authonties in order to 1dentify potential water saving methods In the UK the company has
focused on impraving the management of waste collection and recycling

Our manufacturing processes facilties distnbution practices and products are designed to minimise the effect on the environment The
company ensures that the design and development of new products take into account the potential environmental impact of production and
appropriate measures are taken to centain such impacts

The company will cantinue to provide the guidance necessary to ensure high standards are achieved at our manufacturing sites around the
warld whilst promotng continucus improvement based on careful sk assessment and comprehensive management systems Dunng
recent years there have been majer factory operating and efficiency improvements throughout the Group as we move towards world class
manufacturing excellence

Health and safety

PZ Cussons aims to maintain a safe workplace a1 al! locations in which 1t operates We continue to ensure that our business activities are
undertaken in a responsible manner and 1n accordance with the relevant statutory legislation and that employees at all levels parucipate In
the development promotion and mainienance of a safe and healthy working environment for employees wvisitors and the public The company
employs health and safety speciahsts and, where approprate provides on-site medical faciiues for employees

The company continues 1o mormtor and increase standards of health and safety at work through risk assessment safety audits formal
incident investigation and trairring  Our investment in plant and equipment enables us to modermise designs and operate safer and more
efficient processes
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CORPORATE 50CIAL RESPONSIBILITY CONTINUED

Employment and staff development

As an international group, and particularly beanng in mind our operations in developing countries we focus resource on the employment
and development of local staft with the intention of assistng both our operations in those countrnies and the local community Employees
are involved at all levels of decision-making throughout the Group with effective commumcation via regular consuliation groups and bnefings
Training 15 vital to ensunng conuinuous improvements in performance and over the past year employees of all grades have recewved traming
through a wide range of courses

The employment policies of the Group embody the principles of equal opporturity traming and development and rewards appropnate to
local markets which are tallored to meet the needs of its business and the areas in which they operate This includes procedures to support
the Group's palicy that disabled persons shall be considered for apprapniate employment and subsequent training and career development
The company continues to share valuable expernence and best practce within the Group through employee secondment

PZ Cussons {UK) Limited 1s accredited with the Investor In People Award recogrising our cornmitment m developing our people in ine vath
business needs Our appraisal-based progression systems ensure that individual needs are conunually assessed

Community and charity

We support a range of chantable causes both in the UK and overseas mainly through a UK based shareholding trust and additional
contrbutions are made through staff time and gifts in kind PZ Cussons continues to provide assistance and donations to significant global
fund-raising titiatives and recognises 1ts responsibibty to the communsties in which it operates We are committed to estabhishing and
maintaining strong relationships with community groups partcularty in developing markets

Product safety

PZ Cussons 1s committed to understanding issues involing safety associated with our products and supplying safe products to consumers
Human safety assessments for personal care preducts are carried out under the Cosmetic Products Directive We also have in place more
general guidelines relating to product safety covering raw matenal use, labelling and packaging requirements

Amimal testing

Neone of our products are tested on animals We support the development and acceptance of alternative methods that reduce or replace the
use of animals in product safety evaluation We are in regular contact with our suppliers to ensure that our values on this subject are shared
and where feasible they work to similar standards

Development of CSR reporting

Corporate social responsibility is acknowledged at the highest level at PZ Cussons and the board has reviewed and fully endorsed the CSR
review We are continuing to focus on esiablishing practices that will allow us to manage and monitor our social and environmental Impacts in
greater detail to enable us 1o further develop our corporate social responsibility reporting
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INDEFENDENT AUDITORS' REPORT TQ THE MEMBERS OF PZ CUUSSONS PLC

We have audited the group tinancial statements of PZ Cussons Flc for the year ended 31st May 2007 which compnse the consclidated income
statement the consolidated statement of recognised ncome and expense the conschdated balance sheet, the consohdated cash flow
statement and the related notes 110 31 These group financial statements have been prepared under the accounting policies set out theremn
We have also audited the information in the directors remuneration report that 1s described as having been audited

We have reported separately on the parent company financial statements of PZ Cussons Plc for the year ended 31st May 2007

This report 1s made solely to the company s members as a body in accordance with section 235 of the Companies Act 1985 Our audit work
has been undertaken so that we might state 1o the company s members those matters we are required to state 1o them in an auditors
report and for no other purpose To the fullest extent permitted by law we do not accept or assume responsibility to anyone other than the
company and the company s members as a body for our audit work for this report or for the opinions we have formed

Respective responsibilities of directors and auditors

The directors’ responsibilities for preparing the annual report the directors’ remuneration report and the group financial statements in
accordance with applicable law and International Financial Reporting Standards {IFRSs) as adopted by the European Unton are set out in the
statement of directors responsibiliies

Our responsibility I1s tc audit the group financial statements in accordance with relevant legal and regulatory requirements and International
Standards on Auditing {UK and Ireland)

We report to you our opinion as to whether the group financial statements give a true and fair view whether the group financial statements
have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation and whether the part of the
directors remuneration repoert described as having been audited has been properly prepared in accordance with the Companies Act 1985
We also report 1o you whether in our opinion the information given in the directars repart i1s consistent with the group financial statements

In addition we repont to you if, in our opimion we have not received all the information and explanations we require far our audit or if information
specified by law regarding directars remuneration and other transactions 1s not disclosed

We review whether the corporate governance statement reflects the company's compliance with the nine provisions of the 2003 Combined
Code specihed for our review by the Listing Rules of the Financial Services Authonty and we repert if it does not We are not required to
consider whether the board s statements on internal control cover all nsks and controls or form an opinton on the effectiveness of the
group s corporate governance procedures or 1ts nsk and control procedures

We read the other informatron contamned m the annual report as described i the contents section and consider whether it 15 consistent with
the audited group financial statements We consider the imphcations for our report If we become aware of any appareni misstatements
or matenal inconsistencies with the group financial statements Our responsibibiies do not extend 1o any further information outside the
annual report

Basis of audit opinton

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) issued by the Audiung Practices Board An
audit includes examination on a test basis of evidence relevant to the amounts and disclosures in the group financial statements and the
part of the directors' remuneration report to be audsted It also includes an assessment of the sigruficant estimates and judgments made
by the directors in the preparation of the group financial statements and of whether the accounting pohicies are appropnate to the group's
circumstances consistently apphed and adequately disclosed

We planned and performed our audit $0 as to abtain all the information and explarnations which we considered necessary in order to provide
us with sufficient evidence to give reasonable assurance that the group financial statements and the part of the directors’ remuneration
report to be audited are free from material misstatement whether caused by fraud or other irregulanty or error In forring our opimion we
also evaluated the overall adequacy of the presentation of information in the group financial statements and the part of the directors
remuneration report 10 be audited

Opinion
In cur opinion

+ The group financial statements give a true and fair iew 1n accordance with IFRSs as adopted by the European Union of the state of the
group s affairs as at 31st May 2007 and of its profit for the year then ended

« The group financial statements have been property prepared in accordance with the Companies Act 1985 and Aruicle 4 of the IAS Regulation

* The part of the directors’ remuneration report described as having been audited has been properly prepared in accordance with the
Comparues Act 1985 and

* The wnformauon given in the directors report s consistent with the group financial statements

Separate opiwion In relation to IFRSs
As explained 1n note 1 to the group financial statements the group 1n addibon to complying with its legal obligation to comply with IFRSs as
adopted by the Eurgpean Union has also complied with the [FRSs as issued by the International Accounting Standards Board

In our opivon the group financial statements give a true and fair view, 1n accordance with IFRSs of the state of the group s affairs as at
315t May 2007 and of its profit for the year then ended

bt R ometot, Lt

DELOITTE & TOUCHE LLP

Chartered Accountants and Registered Auditors
Manchester United Kingdom

31st July 2007
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CONSQOLIDATED INCOME STATEMENT

Year ended 31st May 2007

Before Exceptional Before Exceptional

exceptional items Total exceptional items Total

tems [note 3) 2007 items {rote 3) 2006

Notes £m £m £m fm Em Em

Revenue 2 5779 - 5779 5399 - 5399
Cost of sales {365 9) - (365 9) {3309) 10 {329 9)
Gross profit 2120 - 2120 2090 10 2100
Selling and distnbutian expenses (86 1) - {86 1) (86 7) 07) (87 4)
Administrative expenses {68 9) {0 4) {59 3) (62 0) - (62 0)
Other costs - - - - 27) {27)
Share of results of joint venture 12 (0 8) - {08) 01} - 01)
Operating profit 2 66 2 0 4) 658 602 2 4} 578
Finance income 28 - 28 43 - 43
Finance costs 07 - 07) {09) - (09)
Net finance income 6 z21 - 21 34 - 34
Profit before taxation 683 {04) 679 636 (2 4) 612
Taxation 7 {19 8) 13 [18 5) {18 B6) - (18 6)
Profit for the year 4 485 09 494 450 {2 4) 426

Attributable to

Equity holders of the parent 15 09 424 378 {2 4} 354
Minonty interest 70 - 70 72 - 72
485 09 494 450 {24) 426

Basic EPS {p) 9 9 g9 833
Diluted EPS {p) 9 989 823
Adjusted basic EPS (p) ) 978 8980
Adjusted diluted EFS {p) 9 968 879

The results shown above for both 2007 and 2006 relate to continuing operations

CONSOQLIDATED STATEMENT OF RECOGNISED INCOME AND EXPENSE

Year ended 31st May 2007

2007 2006

£m £m

Actuanal losses on defined benefit pension schemes {83) {38}
Exchange differences on translation of foreign operations {40) {24}
Taxation on items taken drrecily to equity 11 18
Net expense recognised directly in equity (82) (4 4
Profit for the year 494 426
Adoption of [AS 39 - 20
Total net Income and expense recogmsed for the year 2 402

Attnibutable to
Equrty holders of the parent 359 332
Minonty interests 53 70
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CONSOLIDATED BALANCE SHEET

At 31st May 2007
31st May 31st May

2007 2006
Notes £m Em
Assets
Non-¢urrent assets
Goodwill and other intangible assets 10 542 540
Property plant and equipment n 143 2 140 1
Investrnents in joint ventures 12 (17) -
Other investments 13 08 08
Recewables 15 01 01
Non-current assets held for sale 1 26 13
Retirement benefit surplus 23 231 234
2223 2197
Current assets
Inventores 14 1504 1427
Receivables and prepayments 15 983 872
Investments 16 128 22
Cash and short-term deposits 17 533 658
Current taxation recewvable 37 27
3185 3006
Total assets 5408 5203
Liabilities
Current habilrtres
Borrowings 18 {5 8) {14 Q)
Trade and other payables 19 (95 7) (83 8)
Current taxation payable 112] 1133)
Provisions 22 {7 3) 19)
{120 0 {1130}
Non-current lhabilities
Borrowings 18 - 21)
Other labilibes 20 {14) (36)
Deferred tax habilities 21 (20 1) (24 6)
Rettrernent benefit obligation 23 {37 2) (30 5)
Provisions 22 27) 81
[6714) {68 9)
Total liabilities [1814) {181 9)
Net assets 3594 3384
Equity
Qrdinary share capital 24 43 43
Capital redemption reserve 25 07 07
Revaluation reserve 25 296 273
Other reserve 26 3, {29)
Currency transtation reserve 25 09 33
Retained earnings 25 2793 2593
Equity attributable to equity holders of the parent 3118 2920
Equity minority interest 25 476 46 4
Total equity 3594 3384

The financial statements were approved by the board of directors and authonsed forissue They were signed on 1ts behalf by

A J GREEN A KANE
31st July 2 /




CONSOLIDATED CASH FLOW STATEMENT

Year ended 31st May 2007
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Year to Year to
A1st May 31st May
2007 2006
Notes £m £m
Operating activities
Cash generated from operations 27 587 358
Taxation {19 3} {183)
Net cash flow from operating activities 394 175
Investing activities
Investment Income recerved 31 85
Purchase of property plant and equipment {27 5) {25 5}
Sale of property plant and equipment 126 102
Purchase of intangible assets - 02)
Proceeds from disposal of subsidiary 25 -
Net cash balances disposed of with substdiary undertaking {10) {04)
Purchase of non-current asset investrments - {0 3)
{Purchase)/sals of current asset :nvestments {10 4) 140
Loans to joint ventures (05) -
Net cash flow from investing activities 121 2) 63
Financing activities
Interest pad 07) {0 9)
Preference dividends paid - g1
Dividends paid to minonity shareholders in subsidiary companies {2 3) (25)
Purchase of shares for ESOT {0 5) {26
QOrdinary dvidends pard {16 7) (15 2)
Net decrease in short-term borrowings {19) (34)
Cash received frcm minonty shareholders in respect of nghts 1ssue - 53
Repayment of preference share capital - (155)
Net cash flow from financing activitias {22 1) (349)
Net decrease in cash and cash equivalents (39} (111
Cash and cash equivalents at the beginning of the year 17 839 654
Effect of foreign exchange rates 01 [04)
Cash and cash equivalents at the end of the year 17 50.1 h39
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NQTES TO THE CONSOLICATED FINANCIAL STATEMENTS

General information
PZ Cussons Plc 1s a company incorporated in the United Kingdom under the Companies Act 1985 The address of the registered office 1s
given on the inside back cover

These financial statements are presented in pounds sterling because that s the currency of the pnmary economic environment in which the
Group operates Foreign operations are included in accordance with the policies set out In note 1

1 Accounting polictes
The financial statements have been prepared in accordance with International Financial Reporting Standards as adopted for use in the
Eurgpean Union (EU) including International Accounting Standards {IAS) and Interpretations 1ssued by the International Financial Reportng
Interpretations Committee {IFRIC) Pracuce 1s continuing to evolve on the apphcation and interpretation of IFRS Further standards may be
1ssued by the International Accounting Standards Board (IASB) and standards currently in 1ssue and endorsed by the EU may be subject to
Interpretations 1ssued by the IFRIC

IFRS as adopted by the EU differs in ceriain respects from IFRS as issued by the International Accounting Standards Board {IASB) However
the consolidated financial statements for the periods presented would be no different had the Group applied IFRS as i1ssued by the IASB
References to IFRS hereafter should be construed as references to IFRS as adopted by the EU

The preparation of financial statements 1n conformity with generally accepted accounting principles under IFRS requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses dunng the reporting penod Although these estimates are based on management’s best
knowledge of the amount event or actions actual results ultmately may differ from those estimates

The financial statements have been prepared on a historical cost basis

Basis of consohdation

The consobdated financial statements incorporate the financial statements of PZ Cussons Plc and entiies controlled by PZ Cussons Plc {its
subsidianes) made vp to 3151 May each year Control 1s achieved where the company has the power to govern the inancial and operating
policies of an Investee entity so as 1o obtain benefits from its acuvities

On acquisitton the assets and habilities and contimgent habilities of a subsidiary are measured at their fair values at the date of acquisition
Any excess of the cost of acquisition over the fair values of the idenufiable net assets acquired 1s recogrsed as goodwill Any deficiency of
the cost of acquisition below the fair values of the identifiable net assets acquired {1 e discount on acquisitien) 1s credited to profit and loss
in the penod of acquisition

The total profits or losses of subsidianes are included in the consolidated income statement and the interest of minanty shareholders is stated
at the mimarity s proportion of the fair values of the assets and habiliies recognised Subsequently losses applicable to the minonty in excess
of the minenty's interest in the subsidiary s equity are allocated against the interests of the Group except to the extent that the minonty has a
binding obligation and 1s abfe to make an additional investment to cover the losses

The results of subsidianes acquired or disposed of dunng the year are included In the consolidated income statement from the effective date of
acquisition or up to the effective date of disposal as appropnate

Where necessary the accounts of the overseas subsidianes are adjusted to conform to the Group s accounting policies All intra-group

transactions, balances income and expenses are eliminated on consoldation

Operating profit
Operating profit 1s the profit of the Group before finance income, finance costs and taxation
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting pohcies continued

Exceptional tems

The Group has adopied a columnar Income statement format which seeks to highlight significant items within the Group results for the
penod Such items are considered by the directors 10 be exceptional in nature rather than being representative of the underlying trading of
the Group and may include such items as restructuning costs matenal impairments of non-current assets matenal profits and losses on
disposal of property plant and equipment and profit or loss on disposal or termination of operations The directors apply judgement in
assessing the particular tems, wiich by virtue of their scale and nature should be drsclosed in the middle column of the iIncome statement
and notes to the financial statements as  Exceptwonal items  The directors believe that the separate disclosure of these items s relevant to
an understanding of the Group s financial periormance

Business combinations

The acquisition of subsidianes is accounted for using the purchase method The cost of the acquisition 1s measured at the aggregate of the
farr velues at the date of exchange, of assets given habilives incurred or assumed and equity instruments 1ssued by the Group in exchange
for control of the acquiree, plus any costs directly attributable to the business combination The acquiree’s identifiable assets habilities and
contingent Labilittes that meet the conditions for recegnition under IFRS 3 Business combinations are recogmised at theur fair values at the
acquisition date except for non-current assets (or disposal groups) that are classified as held for sale in accordance with IFRS & Non-current
assets held for sale and discontinued operations  which are recognised and measured at the lower of the assets’ previous carrying value and
fair value less costs to sell

Interests in joint ventures

A joint venture 1S a contractual arrangement whereby the Group and other parties undertake an economic activity that 1s subject 1o joint
controt that 1s when the strategic financial and operating policy decisions relating to the activities require the unarimous consent of the
parties sharing control Joint venture arrangements that involve the establishment of a separate entity in which each venturer has an interest
are referred to as jointly controlled entihes The Group reports its interests in jointly controlled entiies using the equity method of accounting
rather than preperuonal consolidation Under 1AS 28 Investments In associates’ and IAS 31 Interests in joint ventures' a single figure for
results Is presented as a separate item on the face of the income statement as part of profit before tax within operating profit while a single
figure 1s disclosed for the Group share of net assets within fixed asset investments

Intangible assets

Goodwill

Goodwill ansing on the acquisition of a subsidiary or a jointly centrolted entity represents the excess of the cost of acquisition over the
Group s interest in the net farr value of the identifiable assets hablines and conuingent babihties of the subsidiary or jointly controlled entity
recognised at the date of acquisition If after reassessment the Group s interest in the net farr value of the acquiree s identihable assets
labilities and contingent iabilities exceeds the cost of the business combination the excess is recognised immediately in profit or loss The
interest of minonty shareholders in the acquiree s iniially measured at the minonity s proportion of the net fair value of the assets habilities
and contingent labilites recognised

Goodwill 1s iitially recognised as an asset and i1s subsequently measured at cost less any accumulated impairment losses Goodwill 15
reviewed for impairment at least annually

For the purpose of impairment testing goodwill 15 allocated to each of the Group's cash-generating units expected to benefit from the
synergies of the combination Cash-generating units to which goodwill has been allocated are tested for imparment annually, or rmore
frequently when there 1s an indication that the unit may be impaired If the recoverable amount of the cash-generating unit 1s less than the
carrying amount of the unit the impairment loss 1s allocated first te reduce the carrying amount of any goodwill allocated to the unit and then
to the other assets of the umit pro-rata on the basis of the carrying amount of each asset tn the umit Animpairment loss recognised for goodwill
15 not reversed 1n a subsequent penod On disposal of a subsichary or a jonily contrelled entity the attnbutable amount of goedwill 1s included
in the determination of the profit or loss on disposal

Goodwill ansing on acquisitions before the date of transiion has been retamed at the previous UK GAAP amounts Goodwill wntten off to
reserves under UK GAAP prior to 1998 has not been reinstated and 1s not included in determining any subsequent profit or loss on disposal

Other tntangible assets
An acguired brand 15 only recognised on the balance sheet where 1t 15 supported by a registered trademark where brand earnings are
separately identihable and the brand could be sold separately from the rest of the business

Brands acquired as part of a business combination are recorded in the balance sheet at fair value at the date of acguisiuion Purchased brands
are recorded atl purchase cost Brands currently held are not amortised as the directors believe they have indefinite lives In accordance
with IAS 36 Impairment of assets the brands are tested for imparrment annually and whenever there 15 an indication that the asset may be
imparred Any impairment 1s recognised immediately in profit or loss

Where an impairment loss subsequently reverses the carrytng amount of the asset 1s increased to the revised esumate of 1ts recoverable
amount but so that the increased carrying amount does not exceed the carrying amount that would have been determined had no imparment
loss been recognised for the assetin pnor years A reversal of an impairmens loss 1s recogmsed immediately as income
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NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if therr carrying amount will be recovered through a sale transaction
rather than through continuing use This condition I1s regarded as met only when the sale 1s ghly probable and the asset {or disposat groupl
1s availlable for immediate sale n its present condrtion

Management must be commitied to the sale, which should be expected to qualfy for recognition as a completed sale within one year from
the date of classification Non-current assets {and disposal groups) classified as held for sale are measured at the lower of the assels previous
carrying amount and fair value less costs to sell

Revenue recognition

Revenue 1s measured a1 the farr value of the consideration recewved or receivable and represents amounts recevable for goods and services
provided in the normal course of busmess, net of discounts rebates and sales related taxes but including interest recewvable on sales on
extended credit and income from the provision of technical services and agreements Sales of goods are recognised when title has passed
and the significant nsks and rewards of ownership have been transferred

Dwidend income from investments 1s recognised when the sharehalders’ nghts to receive payment have been estabhshed

Leasing
Leases are classified as finance leases whenever the terms of the lease transfer substantially all the nsks and rewards of ownership to the
lessee All other leases are classified as operating leases

Rentals payable under operating leases are charged 1o profit or loss on a straight-ting basis over the tern of the relevant lease Benefits receved
and recewvable as an incentive to enter into an operating lease are also spread on a straight-line basis over the lease term

Foralgn currencies

The individual financial statements of each Group entity are presented in the currency of the pnmary economic environment in which the
enlity operates (its functional currency) For the purpose of the conschidated financial siatements the resuits and financial position of each
entity are expressed in stering which 1s the functional currency of the company and the presentation currency for the consclidated
financial statements

In prepanng the financial statements of the individual entities transactions in currencies other than the enuty s functional currency are
recorded at the actual rate of exchange prevailing on the dates of the transactions Al each batance sheet date monetary assets and habiities
that are denominated in foreign currencies are retranslated at the rates prevailing at the balance sheet date

Foreign exchange gains and losses ansing from the settlement of foreign currency transactions and from the translauon of monetary assets
and habiliies denominated in foreign currencies are recogrised in the income statement Exchange differences artsing on non-monetary
assets and llabilities are recognised directly in equity

In order to hedge (ts exposure to certain foreign exchange risks the Group enters into forward contracts

On consolidation the assets and liabiliues of the Group s overseas operations are translated at exchange rates prevailling on the balance
sheet date Income and expense itemns are translated at the average exchange rates for the penod unless exchange rates fluctuate significantly
Cumulative foresgn currency translation differences ansing on the translauon and consolidation of foreign operations income statements and
balance sheets denominated In foreign currencies are recorded as a separate component of equity Applying the exemption under IFRS 1 First
time adoption of International Financial Reporting Standards the Group has set the currency reserve to zero at 1st June 2004 the date of
transition to IFRS and measured and recorded separately Iin that currency reserve ali cumulatve foreign currency translation differences ansing
after that date On disposal of a foreign operation the cumulauve transtauon differences will be transferred to the income statement in the
penod of the disposal as part of the gain or loss on disposal

Borrowing costs
Borrowing costs are recogmsed in profit or loss in the penod in which they are incurred

Government grants
Government granits related to property plant and equipment are reflected in the balance sheet as deferred iIncome and credited to the
Income statement over the useful lives of the assets concerned Grants previously recogrised are subject to fulfilment of ongoing condtions
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Employee benefits

Retirement benefit obligations
The Group operates retirement benefit schemes in the United Kingdom and for most overseas countries in which it carnes an business
Those in the United Kingdom are defined benefit schemes overseas schemes vary in detall depending on local practice

In respect of the defined benefit schemes the cost of providing benefits 1s determined using the projected unit credit method wath full
actuaral valuations being carned out every three years or more frequently should a matenal change occur in any of the schemes Actuanal
gains and losses are recegrused in full in the penod in which they occur They are recognised outside profit and loss and presented in the
statement of recogmised income and expense

Past service cost 1s recegnised immediately to the extent that the benefits are already vested and otherwise amorused on a strarghtdine basis
over the average penod untll the benefits become vested

The retirement benefit obhgation recogrused in the balance sheet represents the present value of the defined benefit obligation as adjusted
for unrecognised past service cost and as reduced by the fair value of scheme assets Any asset resutting from this calculation 1s imited to
past service cast plus the present value of avallable refunds and reductions in future contnbutions to the plan

Payments to defined contnbution resrement benefit schemes are charged as an expense as they fall due

Share-based payments

The Group operates a deferred annual share bonus scheme and an executive share option scheme for sentor executives both of which involve
equity-settled share-based payments In accordance with the transitional provisions IFRS 2 *Share-based payment has been applied to all
grants of equity Instruments after 7th November 2002 that were unvested as of 1st June 2007

Equity-settled share-based payments under the executive share option scheme are measured at fair value {excluding the effect of non-market
based vesting conditions) at the date of grant The fair value determined at the grant date 1s expensed on a straight-ine basis over the vesting
penod Farr value 1s measured using the Black-Scholes pricing model The expected life used in the model has been adjusted based on
management s best esumate for the effects of non-transferability, exercise restnctions and behavioural considerations

The cost to the company of making awards under the deferred annual share bonus scheme 15 charged to the income statement over the
penod 1o which the performance relates

Taxation
Income tax expense represents the sum of the tax currently payable and deferred tax

The tax currently payable 1s based on taxable profit for the year Taxable profit differs from net profit as reparted in the income statement
because 1t excludes items of income or expense that are taxable or deductible in other years and 1t further excludes items that are never
taxable or deductible The Group's habibty for current tax 1s calculated using tax rates that have been enacted or substantively enacted by the
balance sheet date

Deferred tax is the tax expected 10 be payable or recoverable on differences between the carrying amounts of assets and liabiliues in the
financial statements and the corresponding tax bases used In the computation of taxable profit and 1s accounted for using the balance sheet
hability method Deferred tax labilities are generally recognised for all taxable temyporary differences and deferred tax assets are recognised to
the extent that 11 1s probable that taxable profits will be available against which deducuble temporary differences can be utiised Such assets
and habilibes are not recogmsed if the temporary difference anses from goodwill or from the initial recognition {other than in a business
combination) of other assets and habilities in a transaction that affects neither the tax profit nor the accounting profit

Deferred tax habilittes are recognised for taxable temporary differences ansing on investments in subsidianes and interests in joint ventures
except where the Group 1s able to control the reversal of the temporary difference and 1t 1s probable that the temporary difference wili not
reverse in the foresesable future

The carrying amount af deferred tax assets 1s reviewed at each balance sheet date and reduced to the extent that 1115 no longer probable
that sufficient taxable profits will be avallable to allow all or part of the asset to be recovered

Deferred tax 1s calculated at the tax rates that are expected to apply in the pericd when the hability 1s settled or the asset 1s realised Deferred
1ax 1s charged or credited in the Income statement, except when it relates to items charged or credited to equity in which case the deferred
1ax 15 also dealt with In equity

Deferred tax assets and liabihties are offset when there s a legally enforceable nght to set off current tax assets against current tax labshues
and when they relate 10 Income taxes levied by the same taxation authonty and the Group intends to settle 1its current tax liabilities on a
net basis
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
Accounting pohctes continued

Property, plant and equipment

Land and buldings held for use in the production or supply of goods or senaces or for administraton purposes are stated in the balance
sheet al deemed cost al the date of transition to IFRS less accumulated depreciauon and any accumulated impairment losses All other
assets are stated at histoncal cost less accumulated depreciation and accumulated rmpairment losses

Depreciauon 1s charged so as to write off the cost or valuauon of assets other than land over therr esimated useful lives using the straightline
method on the following basis

Freehold buildings at rates not less than 2%

Leasehold buildings at rates which will reduce the book value

to mul on or before the termination of the leases with a minimum of 2%
Plant and machinery not less than 8%
Fixtures fittings and vehicles not less than 20%

In the case of major projects depreciation 1s provided from the date the project in question 1s brought into use

The gan or loss ansing on the disposal or retirement of an asset 1s determined as the difference between the sales proceeds and the carrying
amount of the asset and 15 recognised In profit or lass for the period

Inventones

Inventories are stated at the lower of cost and estimated net realisable value Cost compnses direct materals and where applicable direct
labour cosis and those overheads that have been incurred in bringing the inventanes to their present locaten and condition Cost s calculated
using the FIFO method Net realisable value represents the estimated selling price less all estimated costs of completon and costs to be
incurred in marketing selling and distnbution

Research and development
Research and development expenditure 15 charged aganst profits in the year in which it 15 ingurred unless it meets the cntena for capitalisation
set out 1n IAS 38 Intangible assets

Cash and cash equivalents

Cash and cash equivalents includes cash at bank and in hand plus short-term deposits less overdrafts Short-term deposits have a maturity
of less than three months from the date of acqusiton Bank overdrafts are repayable on demand and form an integral part of the Group s
cash management

Financial mstruments
Financial assets and financial habiities are recogmised on the Group s balance sheet when the Group becomes a party to the contractual
provisions of the instrument

Derwvative financial instruments

The Group s activities expose i1 pnmanly to the financial nsks of changes in foreign exchange rates The Group uses denvative financial
instruments {pnmarily foreign currency forward contracts) to hedge its nsks asscciated with foresgn currency fluctuatrons refating to certan
firm commitments and forecasted transactions

The occasional use of financial denvatives 1s governed by the Group s policies approved by the board of directors which provide wntten
principles in the use of financial derivatives consisient with the Group s nsk management strategy The Group does not use denvative financial
instruments for speculative purposes

Dervatve financial instruments are imtially measured at fair value at the contract date, and are remeasured to far value at subsequent reporting
dates Changes in the fair value of derivative financial instruments that are designated and effective as hedges of future cash flows are
recogmsed directly in equity, and any ineffective portion 1s recogrised immediately in the income statement

Borrowings

Interest-beanng bank loans and overdrafts are recorded at the proceeds recerved net of direct 1ssue costs Finance charges including
premiums payable on settlement or redemption and direct 1ssue costs are accounted for on an accrual basis through the iIncome statement
using the effective interest method and are added 10 the carrying amount of the Instrument to the extent they are not settled in the pened in
which they anse
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NCTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Trade recervables
Trade recevables do not carry any interest and are stated at therr nominal value as reduced by appropriate allowances for estimated
irrecoverable amounts

Trade payables
Trade payables are not interest bearing and are stated at therr nominal value

Financial habilities and equity
Financial labiities and equity instruments are classified according to the substance of the contractual arrangements entered Iinto An equity
instrument 1 any contract that evidences a residual interest in the assets of the Group after deducting all of its habilties

Investments

Investments {other than interests In joint ventures) are recogrised and derecogrused on a trade date when a purchase or sale of an investment
Is under a contract whose terms require delivery of the investment within the tmeframe established by the market concerned and are inally
measured at cost including transaction costs

Investments are classtfied as either held-to-matunty, held-for-trading loans and recevables or available-for-sale Held-to-matunty investments
and loans and receivables are measured at amoriised cost Held-fortrading and avallable-for-sale investments are measured at subsequent
reporting dates at fair value Where securities are held-for-trading purposes gains and losses ansing from changes in fair value are included in
net profit or loss for the period For availlable-for-sale investments gains and losses ansing from changes i fair value are recogmised directly in
equity until the security 1s disposed of or I1s determined to be impaired at which time the cumulative gain or loss previously recogmised in
equity 1s included in the net profit or loss for the period

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event and 1t 1s probable that the Group will be
required to settle that obligation Provisions are measured at the directors best estimate of the expenditure required to settle the obligation at
the balance sheet date Provisions for restructuning costs are recogrised when the Group has a detailed formal plan for the restructunng that
has been communicated to affected parties

Critical accounting pohicies and key sources of estimation uncertainty
Estimates and accounting jJudgements are continually evaluated and are based on histoncal expenience and other factors including expectations
of future events that are believed 1o be reasonable under the circumstances

The preparation of financial staterments under IFRS requires management 10 make assumplions and estimates about future events The
resulting accounting estimates will by defimition differ from the actual results The assumptions and estmates that have a significant nsk of
causing a matenal adjustment to the carrying amount of assets and habilities within the next financiat year are as follows

Accounting for intangible assets

The Group records all acquired intangible assets at farr value Intangible assets are not amortised but are subject at a manimum to annual
tests for impairment Determining whether intangible assets are impaired requires an estimation of the value In use of the cash-generating
units to which the intangible asset has been allocated The value in use calculation requires management to estimate the future cash flows
expected to anse from the cash-generating unit and a suitable discount rate in order to calculate present value Detalls of key estimates are
discussed in note 10

Retirement benefits

The Group operates three main UK retirement benefit schemes which are independent of the Group's finances Actuanal valuations are
carried out as determined by the trustees at intervals of not more than three years The rettrement benefit cost under IAS 19.1s assessed In
accordance with the advice of a firm of actuaries based on the latest actuanal valuation and assumptions determined by the actuary The
assumptions are based on information supplied to the actuary by the company supplemented by discusstons between the actuary and
management The assumptions are disclosed in note 23 Operating results are affected by the actuanal assumptions used These assumptions
include discount rates mortality rates inflauon rates and expected long-term rates of return on assets and may differ from actual results due
to changing market and economic conditions and longer ar shorter hives of parucipants

Revenue recognmition

The Group recogmises revenue generally at the tirme of delivery which represents the point at which the significant risks and rewards of
ownership are transferred to the customer and when collection of the resulting consideration for those goods 1s reasonably assured Should
management consider that the cntena for recogrition are not met revenue is deferred untl such tme as the consideration has been fully
earned Revenue i1s measured at the fair value of the consideration received or receivable and represents amounts receivable net of discounts
rebates and sales-related iaxes but including interest receivable on sales on extended credit and income from the proviston of technical
services and agreements Dividend incame from investments 1s recognised when the nght 10 receive payment 1s established
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NOTES TO THE CONSOUIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Standards and interpratations

At the date of authonsation of these financial statements the following standards and interpretauons which have not been apphied in these
financial statements were in 1ssue but not yet effecuve The directors anticipate that the adoption of these standards and interpretations will
have no matenal iImpact on the Group s financial statements The directors anticipate that the Group will adopt these standards and
interpretations on therr effective dates

«IAS 1 Amendment Capital disclosures s effective for penods commencing on or after 1st January 2007

*IFRS 7 Financial instruments Disctosures 1ssued in August 2005 s effective for penods commencing on or after 1st January 2007 and
Introduces new disclosures to improve the infformation about financial instruments

*|IFRS 8 Operating segments’ 1ssued in November 2006 1s effective for pericds commencing on or after 1st January 2009

Interpretations in 1ssue but not considered relevant to the activies of the Group are as foltows

+IFRIC 1 'Changes in existing decommissioning, restoration and similar habiiies’

+ [FRIC 2 ‘'Members’ shares In cooperative entites and similar instruments’

+ IFRIC 5 ‘Rights to interests ansing from decommissioning restoration and environmental rehabilitation funds’

« IFRIC 6 ‘Liabdities arnising from participating in a specific market — waste electrical and electronic equipment’

«IFRIC 7 ‘Applying the restatement approach under IAS 29 financial reporting in hypennflationary econormies’

* IFRIC 10 ‘Intenm financial reporting and impairment  1ssued in July 2006, 1s effective for penods commencing on or after 1st November 2006
* JFRIC 11 'Group and treasury share transactions’ 1ssued in November 2006 1s effective for periods commencing on or after 1st March 2007
*IFRIC 12 Service concession arrangements’ 1ssued in November 2006 1s effective for periods commencing on or after 1st January 2008
* IFRIC 13 Customer loyalty programmes  effective for accounting penods beginning on or after 1st July 2008

« IFRIC 14 1AS 19 - The hmit on a defied benefit asset minimum funding requirements and their mteraction  effective for accounting peniods

beginning on or after 1st January 2008

2 Segmental analysis
The Group s pnmary segment reparting 1s by geographic sector with business sector reporting heing the secondary format The Group has
three geographical sectors which are based on the location of customers and consist of Africa, Asia and Europe The Group has one main
business sector being tolletnes and household products

Geographic segments

Afnca Asia Europe Elminations Total
2007 £m £m £m fm Em
Total gross segment revenue 2529 1204 3721 {167 5) 5779
Inter segment revenue - {13 2) (154 3) 1675 -
Revenue 2529 107 2 2178 - 5779
Segmental operating profit before exceptional items 261 98 303 - 66 2
Exceptional items [note 3) {05) - 01 - {0 4)
Segmental operating profit 256 98 304 - 658
20086
Total gross segment revenue 2119 1168 3564 {144 2) 5399
Inter segment revenue 01) {29) {141 2) 144 2 -
Revenue 2118 1139 2142 - 5399
Segmental operating profit before exceptional items 251 125 226 - 602
Exceptional iiems {note 3) {05) {02) n7n - {2 4)

Segmental operating profit 246 123 209 - 578
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2 Segmental analysis continued

Afnca Asia Europe Total
2007 £m £m £m £m
Segment assels 200 4 937 2467 540 8
Segment liabihties [34 5) {21 1) {125 B} {181 4)
Capital addsions 142 56 76 274
Depreciation and amortisation amn (3 4) {70) {14 5)
2006
Segment assets 186 3 860 2380 5203
Segment labilites (311) {23 2} {127 8) (181 9}
Capital additons 145 68 34 247
Depreciabon and amortusation {4 6} {27} (8 2} {15 5)
Impairment losses recogmised in iIncome - - (33) {33}

For management reporting purposes the results of the pnor year disposal in the USA are included in the Europe segment and hence a consistent
presentation has been adopted in the above analysis

The share of results of the nutrition joint venture of £{0 8) milhon (2006 £{0 1) mullion) and mvestments in joint ventures of £{1 7) million
{2006 nil) are included in the Africa segment in the above analysis

Business segments

The following table provides an analysis of the Group s revenue by business segment irrespective of the ongin of the goods

Revenue by business segment

2007 2008

£m fm

Tolletries and household 4316 4358
Other 146 3 104 1
Total 5779 6399

The following 15 an analysis of the carrying amount of segment assets and additions to property plant and equipment and intangible assets
analysed by the business segment in which the assets are located
Addtions to property,

Carrying amount of plant and equipment

segment assets and intangible assets

2007 2006 2007 2006

£m £m fm £m

Toiletries and household 4800 461 2 268 237
Other 608 591 06 10
Total 540 8 5203 274 247

Trading between segments 1s carned out on an arm s-length basis and transactions are priced accordingly External market pnices are used
where avallable
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3 Exceptional items

Year to 31st May 2007

Profit before Profit after

taxation Taxation taxatron

Exceptional items included within operating profit Effect on £m £m £m
Restructiunng of UK operations {1} 51 15 (3 6)
Profit on disposal of fixed assets {n) 47 {02) 45
Toal (04) 13 09

(1) Restructuring of UK operations
A significant restructunng of the UK business made up of redundancy and other associated restructunng costs

{u} Profit on disposal of fixed assets
During the year the sale of the Polish head office in Warsaw resulted i an exceptional gain on disposal of £6 2 milion while a net loss of
£0 5 million was realised in relauon to the sale of the Cameroun business due to rationalisation of the Group's smaller operations

Year to 31st May 2006
Profit before Profit after
taxation Taxation taxation
Exceptional items included within operating profit Effect on £fm £m £fm
Restructunng of UK eperations {1} {65 16 4 9)
Restructunng of smaller overseas operations (n) 31 - 31
Profit on disposal of property plant and equipment (in) 19 - 19
Income from bad debts previously wnitten off {iv) 53 {16) 37
Total (24) - (2 4)

1) Restructuring of UK operations

A significant restructuring of the UK business and transfer of production to Thailand consisting of redundancy and other associated
restructunng costs

{n) Restructuning of smaller overseas operations
Costs of £3 1 rmillion in relation to the rationalisation of the Group s smaller operations, being Cameroun and USA

{in) Profit on disposal of property, plant and equipment

Dunng the year ended 31st May 2006 the sale of the Group s hquids and creams factory in Warsaw resulted in an exceptional gain on disposal
of £1 9 milhon

[iv) Income from bad debts previously written off
Income of £5 3 million recognised in the year ended 31st May 2006 as a result of recovenes from the Export Credit Guarantee Department of
bad debts wntten off several years age which have now been recovered as a result of Nigena s settlement with the Pans Club of creditars




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

4 Profit for the year
Profit for the year has been arnved at after charging/{crediting)
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2007 2006
£m fm
Net foreign exchange losses/{gains) 16 109)
Research and development costs 45 39
Amortisation of government grants (04) 0 4)
Depreciation of property plant and equipment 145 1656
Profit on disposal of property plant and equipment (7 2) (5 4)
Raw and packaging matenals and gogds purchased for resale 3257 2913
Operating lease rentals 11 11
Employee cosis (note 5) 795 757
Auditors remuneration (see below) 07 086
A more detaled analysis of auditors’ remuneration on a worddwide basis 1s provided below
2007 2006
£m £m
Fees payable to the company's auditors for the audit of the company s annual accounts - -
Fees payable to the company's auditors and their associates for other services to the Group
The audrt of the company's subsidianes pursuant 1o legislation 04 04
Total audit fees 04 04
Other services pursuant to legislation
Tax services 02 01
Other services 01 01
Total fees 07 06

Fees payahle to Deloitte & Touche LLP and their associates for non-audit services to the company are not required to be disclesed because

the consclidated financial statements are required to disclose such fees on a consohdated basis

Included in the amounts above fees were paid to the Group s auditors in respect of their audit of the Group s UK retirement benefit schemes

totelhng £17 000 (2006 £16 000)
5 Directors and employees

Employee costs
The average monthly number of employees {including executive directors) was as follows

2007 20086
Number Number
Production 5,922 609
Selling and distnbution 2,805 2778
Administration 1,150 1508
9,877 10377

The costs incurred 1n respect of the above were as follows
2007 20086
£m £m
Wages and salanes 667 64 4
Social secunty and other costs 61 56
Post-employment benefits 67 57
795 757

Directors’ remuneration

The costs incurred by subsidiary companies in respect of the directors who are regarded as the key management personnel were as follows

2007 2006

£m £m

Fees to non-executive directors 01 01
Wages and salarnes™ 21 23
Bonus 08 14
Benefits 01 02
Social secunty and other costs 03 03
Post-employment benefits 10 09
Share-based payments 01 04
Total 45 56

No directors’ costs were incurred by the parent company

*In additign 1¢ the remuneration shown in the above table a director received £0 4 mullion in compromise of his entitlements on termination

of his service contract {see repart on directors remuneration)
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6 Net finance iIncome

2007 2006
£m Em
Current asset investment income
Netinvestment gains 01 27
Interest and dividends recevable 27 16
28 43
Interest payable on bank loans and overdraits (07) {0 9)
Total 21 34
7 Taxation
2007 2006
£m fm
Current 1ax 168 181
Deferred tax 17 05
Total tax charge 185 186

UK corporation tax 1s calculated at 30% {2006 30%) of the estimated assessable profit for the year Taxation for other junsdictions 15 calculated
at the rates prevailling in the respective junsdictions

The tax charge for the year can be reconciled to the profit per the consolidated income statement as follows

2007 2006
£fm Em
Profit before tax 679 612
Tax at the UK corporation tax rate of 30% (2006 30%) 204 184
Tax effect of revenue/expenses that are not {taxable)/deductible in determining taxable profit 04) 13
Tax effect of timing differences on which deferred tax)s not provided - 102)
Tax effect of utlisation of tax losses and other assets not recognised in deferred tax {11) {0 8)
Etfect of different tax rates of subsidianes in overseas junsdictions 04 07
Tax effect of share of results of joint ventures 02 -
Sale of properties {0 3} -
Prior pened adjustment c7) 06
Tax charge for the year 185 186
8 Dividends
2007 2008
£m £m

Amounts recognised as distrnibutions to ordinary shareholders in the year comprise
Final dividend for the year ended 31st May 2006 of 2 95p* (2005 2 B86p*) per ordinary share 125 13
Interim dividend for the year ended 31st May 2007 of 1 00p {2006 0 93p*} per ordinary share 42 39

167 152
Amounts recognised as distributions to preference shareholders in the year comprise
10% cumulative preference shares - 01
Total amount recogmsed as distributions to shareholders in the year 167 153
Proposed final dividend for the year ended 31st May 2007 of 3 27p (2006 2 95p*®) per share 139 125

The proposed final dvidends for the years ended 21st May 2006 and 31st May 2007 were subject 1o approval by shareholders at the annual
general meeting and hence have not been included as habiliues in these financral statements at 31st May 2006 and 31st May 2007 respectively
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8 Drvidends continued
On 28th June 2005 the A (nonvoting) ordinary shares were redesignated as ordinary shares In accordance with IAS 32 Earnings per share'
the hinal dividends in respect of the year ended 31st May 2005 and the intenm dividends recognised in the year ended 31st May 2006 in
respect of ordinary sharehotders have been re-presented to include dvidends on both the ordinary and ‘A {non-voung) ordinary shares

The preference shares which had a nominal value of £79 million were fully repaid on 1st August 2005 At 31st May 2007 the Paterson
Zochorus Employee Trust held 3 913 299 ordinary shares (2006 4 972 990* ordinary shares) The trust wawved any entitlement to the drvidends
on these shares

*The comparative figures have been restated for the share spht, on the basis of ten for one, which was approved at the last annual generat
meeung on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinaty share previously in existence before
the share split

9 Earnings per share

Year ended Year ended
31st May 31st May

2007 2006*
Profit attributable to ordinary equity shareholders (£ million) 424 353
Basic earnings per share 999p 833p
Diluted earmnings per share 9 BSp B 23p

The profit attnbutable to equity holders is calculated by tzking the profit for the penod after payment of preference dividends There were no
preference dividends paid in the year ended 31st May 2007 (2006 £0 1 rmillion)

Basic earnings per share and diluted earnings per share are calculated by dwiding profit for the penad attnbutable to equity holders by the

weighted average number of shares in 1ssue

Year ended  Year ended
31st May 31st May

2007 2006*
Basic weighted average {000) 424,348 423756
Diluted weirghted average (000) 428,725 428 725

The difference between the basic and diluted weighted average number of shares represents the dilutve effect of the deferred annual share
bonus scheme and the executive share option scheme The weighted average number of shares can be reconciled to the weighted average
number of shares including dilutive shares as follows

Year ended Year ended
31st May 31st May

2007 2006*
Number Number
000 000
Basic weighted average ordinary shares in1ssue dunng the year 424,348 423 7585
Dilutive effect of deferred annual share bonus scheme 4,377 4970
Diluted weighted average 428,725 428725

Adjusted earnings per share
Year ended  Year ended
31st May 31st May

2007 2006*
Basic earnings per share 9 99p 833p
Excepueonal items (note 3) [0 21)p 057p
Adjusted basic earnings per share 978p 890p
Diluted earmings per share 9 8%p 823p
Exceptional items (note 3) {021p 0 56p

Adjusted diluted earnings per share 9 68p 379p
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9 Earnings per share continued
Adjusted basic and diluted earnings per share figures are calculated by dviding adjusted profit for the year by the weighted average number
of shares in1ssue (as abovel The adjusted profit for the year s as follows

2007 2006

£m Em

Profit attnbutable to erdinary equity shareholders 424 3B3
Exceptional items {note 3) (0 9) 24
Adjusted profit 415 377

*The comparative figures have been restated for the share split on the basis of ten for one which was approved at the last annual general
meeting on 26th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before
the share split

10 Goodwill and other intangible assets

Other
intangible
Goodwill assets Total
Em £m £m

Cost
At 1st June 20056 88 45 3 541
Currency retranslation - 03) {03)
Additions - 02 02
At 31st May 2006 88 452 540
Currency retranslation - 02 02
At 31st May 2007 :§:] 454 542

Intangible assets include the Group s acquired brands Charles Worthington Onginal Source and Trix

Goodwill and intangible assets which have indefinite useful lives are subject to annual iImpairment tesung or more frequent testing If there
are indications of impairment The recoverable amounts of the cash-generating units (CGUs) are determined from value-n-use calculatons
that use amounts from approved budgets and plans over a penod of 5 years {2006 5 years) and cash flows projected forward assuming no
growth in year 6 onwards The discount rate appled to the cashflow projections was 8 5% (2006 8 5%) The average growth rate applied
to the initial five year period of 10% (2006 11%) was based on industry growth rates

Intangible assets and goodwill are allocated to the appropnate CGU identified which is directly driven by the brand of product The net book
value of goodwill and intangible assets by these CGUs was as follows

Year ended Year ended
31st May 31st May

2007 2006

£m fm

Onginal Source 98 98
Charles Worthington 31 381
Trix 61 58
Other 02 02
Total 54 2 540

There were no impairments of goodwill or intangtble assets identfied durning the year or the pror year
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11 Property, plant and equipment
Fixtures, Assets In
Land and Plant and fittings and course of

bulldmgs  machinery vehicles construction Total
Em £m £m Em £m

Cost
At 1st June 2005 798 1419 291 108 2616
Currency retranslation 06 02 02 {01) 09
Additions 03 10 25 209 247
Disposals {32 (99} (24) - (15 5]
Reclassifications 36 108 18 {16 2} -
At 31st May 2006 811 1440 312 154 2117
Currency retranslation {10} (04) - (0 6} (20)
Additions 35 75 32 132 274
Disposals {52} {25) 41 - {11 8)
Reclasstfications 07 51 o8 (686) -
At 315t May 2007 791 1837 311 214 2853
Depreciation and amounts written off
At 1st June 2005 19 98 8 2186 - 1223
Currency retranslation - Q1) - - 01}
Charge for the year 19 101 35 - 155
Disposals {02) {87) {18 - {107)
Imparrment charge - 33 - - 33
At 31st May 2006 36 1034 233 - 1303
Charge for the year 19 88 38 - 145
Disposals {02) {15) {3 6) - 53)
At 31st May 2007 53 1107 235 - 1395
Net book values
At 31st May 2007* 738 430 76 214 145 8
At 31st May 2006 775 406 79 154 141 4
At 31st May 2005 779 431 75 08 1393

At 31st May 2007 the Group had entered into commitments for the acqusition of property plant and equipment amounting to £2 4 million
{2006 £4 4 miliony At 31st May 2007, the Group had entered into capital commitments of £3 4 million (20068 £0 2 mithon) in relation to its
interests in joint ventures and the Group s share in the capital commitments of the joint venture was £17 million (2006 £0 1 mifhon)

Included in the assets above are £2 6 million (2006 £1 3 mullion) of assets which have been categornsed as non-current assets held for sale
The direciors’ expectauon is that the assets which are included in the European segment and which predomunantly relate to manufactunng
sites in the UK wall be sold within 12 months of the balance sheet date The assets were being actively marketed at 31st May 2007 There
was no adjustment 1o the carrying value of these assets on categornsation as held for sale

*This compnses £143 2 million {2006 £140 1 million) classed as property plant and equipment and £2 6 million {2006 £1 3 million) classed
as non-current assets held for sale
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12 Investments In joint ventures

£m
Cost
At 15t June 2005 01
Share of result for the year 01)
At 31st May 2006 -
Share of result for the year recognised in equity {09)
Share of result for the year taken to the income statement {0 8)
At 31st May 2007 {17)
2007 2006
£m Em
Aggregated amounts relating to joint ventures
Total assets 360 258
Total habihtres {39 5} (25 B)
Revenues 334 183
Loss (186} {02

The Group accounts for joint ventures using the equity method A hst of the significant investments in joint ventures including the name
country of incorporation and proportion of ownership interest 1s given in note 31

13 Other investments
Non-current asset investments compnse a 31% investment in Norpalm Ghana Limited a palm oil plantauon in Ghana (note 31} The Group
does not exercise significant influence over the affarrs of this company as 1t does not have the power to parucipate in the financial and
operating policies of the entty and it 1s therefore not treated as an associated company The directors consider the hustorical cost of the
investment to be representative of its fair value at both 31st May 2006 and 31st May 2007

14 Inventories

2007 2006

£m fm

Raw materals and consumables 878 785
Work in progress 29 33
Finished goods and geods for resale 597 609
1504 1427

Dunng the year ended 31st May 2007 £16 melion {2006 £2 7 mulion) was charged to the income statement for damaged and obsolete inventones
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15 Receivables and prepayments

Receivables due withtn one year

2007 2006
£m Em
Trade receivables 657 588
Arnounts owed by joint ventures 161 118
Overseas taxation recoverable 06 08
Other recevables, including deposits 85 94
Prepayments and accrued income 74 64
9813 872

Receivables due after more than one year
2007 2006
£m £m
Other recervables 01 01

The Group's credit nsk 1s primartly attributable to its trade receivables The amounts shown in the balance sheet are net of allowances for
doubtful receivables which totalled £2 4 million at 31st May 2007 (2006 £4 6 milkon) Trade recervables do not carry interest Allowances are
estimated by management based on past default expenence and their assessment of the current economic environment The Group has
no significant concentration of credit nsk with exposure spread over a large number of customers in a number of different countries

The average credit penod taken on sales ranges from 17 to 91 days {2006 16 to 84 days) due to the differing nature of trade recevables in
the Group s geographical segments

The directors consider the carrying amount of trade and other recevables approximates their {air value

16 Current asset investments

2007 2006

fm fm

Listed (market value) 03 -
Unlisted 125 22
128 22

17 Cash and short-term deposits

2007 2006

£m £m

Cash at bank and in hand 212 269
Deposits 321 399
Cash and short-term deposits 533 658
Less bank overdrafts {mcluded in borrowings note 18} {32) {11 9}
Cash and cash equivalents 501 539

The effecuve interest rate on short-term deposits during the year ended 31st May 2007 was 7 6% {2006 3 4%])
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18 Borrowings

2007 2006
£m £m
Bank loans and overdrafts due within one year 58 140
Bank loans and overdrafts due afier one year - 21
58 161

The borrowings are repayable as follows
2007 2006
£m fm
Within one year 58 140
From one to two years - 21
58 161

On total borrowings interest rates are 9 4% (2006 4 95%;) on £2 2 million {2006 £4 2 million) of borrowings with floating rates on £3 6 milkon

(2006 £11 9 million)

Bank overdrafts are repayable on demand The weighted average rate of interest on bank overdrafts was 12 9% (2006 7 3%) Bank overdrafts
are at floating rates of interest and hence expose the Group to cashflow interest rate nsk

At 31st May 2007 the Group had undrawn overdraft faciities of £680 million {2006 £93 milion) avallable to it

The Group's berrowings were denomnated in the following currencies

2007 2007 2007 2007 2007
Sterlmg  Thai Baht Naira Other Total
£m £m £m £m £m

Analysis of borrowings by currency
Bank overdrafis - - 30 02 32
Bark loans - 26 - - 26
- 26 30 02 58
2006 2006 2006 2008 2008
Sterling That Baht Naira Other Total
£m £m £m fm fm

Analysis of borrowings by currency
Bank overdrafis 90 - 28 01 119
Bank leans - 42 - - 42
90 42 28 a1 161

The funchanal currency of the majonty of Group entities 1s local currency Debt raised in currencies other than sterling 1S 1n most cases raised

in the functional currency of the entity raising the debt




Financial Statements | Annual Report 2007 | 6%

NQTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

18 Borrowings continued

Fimancial instruments and rnisk management

The primary financial nsk faced by the Group 1s exchange rate nsk The board has reviewed and agreed policies for management of this nsk
as summansed below The board has also approved all of the classes of financial Instruments that may be used by the Group The Group s
treasury function which is authonsed 1o conduct the day-to-day treasury actviies of the Group reporis at least annually to the board The
occasional use of financial denvatves 1s governed by the Group s policies approved by the board which provide written principles on the use
of finanoial denvatives

All of the Groups activines involve analysis acceptance and management of some degree of risk or combination of nsks The most important
types of financial nsk are credit nsk iquidity nsk and market nsk Market risks include foreign exchange interest rate and equity pnice nisks

The Group s nsk management palicies are designed to identify and analyse these nsks, to set appropriate nsk hmis and controls and to
maonitor the nsks and imits continually by means of reliable and up-to-date systems The Group modifies and enhances 1ts nsk management
policies and systems to reflect changes in markets and products The audit commitiee under authonty delegated by the board, formulates
high level Group nsk management policy monitors nsk and receives reports that allow 1t to review the effectiveness of the Group's nsk
management policies

Credit nsk management

Credit sk 1s the nsk that financal foss anses from the failure of a customer or counterparty to meet its obligations under a contract It anses
principally from lending trade finance treasury and leasing activities The Group has dedicated standards policies and procedures 1o control
and monitor all such nsks Although the Group 1s potentally exposed 1o credit loss in the event of non-performance by counterparties such
credit nsk 1s controlled through credit rating reviews of the counterparties and by limiting the total amount of exposure to any one party
The Group does not believe it 1s exposed to any matenal concentrations of credit nsk

Liguidity management
The Group maintains a strong iquidity position and manages the hquidity profle of its assets, labilives and commitments so that cashflows
are appropnately balanced and all funding obhgations are met when due

Market risk management

Market nsk 15 the nsk that movements in market rates including foreign exchange rates interest rates equity and commaodity prices will
reduce the Group s income or the value of its portfolios The management of market nisk 1s undertaken using nsk hmits approved by the
finance directors under delegated authonty

The Group s activities expose it to the financial nsks of changes in foreign currency exchange rates However subsidiary undertakings only
occasionally make significant sales or purchases in currencies other than their functional currencies and hence on rare occasions the Group
enters into forergn currency forward contracts to manage these exposures

The Group did not enter into any matenal denvative instruments durnng the year or the prior year and there were no apen denvative instruments
at 31st May 2007 or 31st May 2006

Financial instruments utiised by the Group during the years ended 31st May 2007 and 3ist May 2006 together with information regarding
the methods and assumptions used to calculate fair values can be summarnsed as follows

Current and non-current iInvestments
In accordance with IAS 39 Financial instruments Recogribon and measurement  unlisted investments are held in the Group s balance sheet at
cost because their fair value cannot be measured reliably due to the lack of quoted market prices

The carrying value of the Group s listed investments which are classified as held-for-trading 15 £0 3 mdlion {2006 mil)

Current assets and lhabilities
Financial instruments included within current assets and habitities {excluding cash and borrowings) are generally short-term in nature and
accordingly their fair values approximate to their book values

Borrowings and cash
The carrying values of cash and short-term borrowings approxtmate to therr far values because of the short-term matunty of these instruments
The fair value of long-term borrowings at 3tst May 2007 1s estmated 10 not be matenally different 10 11s carrying value

The financial instruments held by the Group do not either ndwidually or as a ¢lass create a potentally significant exposure to market credit
liquidity or cash flow interest rate nsk
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19 Trade and other payables

2007 2006

£m frm

Trade creditors 45 8 414
Amounts owed {0 joint ventures 35 g2
QOverseas income tax 61 53
Other taxation and social securnty 23 29
Other creditors 71 101
Accruals and deferred income 309 239
957 838

Trade and other pavables comprise amounts outstanding for trade purchases and ongoing costs The average credit pernod taken for trade
purchases 1s 46 days {2006 46 days)

The directors consider the carrying amount of trade and other payables approximates therr fair value

20 Other habilities

2007 2006

£m Em

Other creditors 14 21
Accruals and deferred income - 15
14 36

21 Deferred tax
Revaluation
Property. Retirement of property, Other Share-
plant and benefit plant and timing Business based

egquipment obhgations equipment differences combinations  payments Total

£m £m Em £m £m Em £m
At 1st June 2005 {9 3} 238 {15 B) 49 88) Qi {26 9)
Charge to income 01 - - 07 - 01 [0 5)
Charge t¢ equity - 08 10 - - - 18
Currency translation 01 - 01) - - - -
At 1st June 20068 91) 36 {14 7) 42 (28) 02 (24 6)
Charge 10 Income {(19) (03) - 05 - - {17
Charge to equity - 24 17 - - - 41
Currency translation 09 - 07 05 - - 21
At 31st May 2007 {10 1) 57 {123) 52 (88) 02 {20 1)

Certain deferred tax assets and labilittes have been offset in accordance with 1AS 12 Income taxes’ The following 1s the anzlysis of the
deferred tax balances {after offset) for fimancial reporting purposes

2007 2006

£m fm

Deferred tax assets 43 48
Deferred tax labiliues {24 4) 29 2)
{20 1} {24 8)

At the balance sheet date the Group has unused tax losses of £11 million {2006 £6 5 mullion) avalable for offset against future profits No
deferred tax asset (2006 £0 5 milion) has been recognised in respect of these losses on the basis of future expected profitabiity Of the
£11 mullion {2006 £6 0 million) of unrecognised deferred tax assets £1 1 million (2006 £4 § mullion) 15 nat expected to expire Temporary
differences ansing i connection with interests in assocwates and joint ventures are not significant

The 2007 budget announced a decrease in the corporauon tax rate from 30% to 28% This change was substantively enacted in June 2007
and will impact on the deferred tax calculations of the Group In addition the budget announced the phasing out of Industnal Bullding
Allowances (IBAs) over the next 4 years {3% from Apnl 2008 2% from Apnl 2009 1% from Apnl 2010 and 0% from Apni 2011) To pave the
way for abolibon balancing adjustments and the recalculaton of writing down allowances in respect of balancing events occurring on or
after 21st March 2007 are withdrawn other than in certain limited circumstances These allowance changes have not yet been enacted The
directors are currently assessing the impact of these changes for the Group
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22 Provisions

Retirement

benefits

and simular
obhgations COthers Total
£m £m £m
At 1st June 2006 76 25 100
Currency retranslation {0 3) - {0 3)
Income statement 38 29 67
Other movement 03 {0 3} -
Utthsed in the year {52) {12} {6 4}
At 31st May 2007 61 39 100

Other provisions at 31st May 2007 include UK restructuning and other provistons of £3 8 million (2006 £19 mullion) which are expected to
be predominantly utilised in the next 12 months Of the retirement benefits provision £3 5 millien (2006 nil} 1s expected to be utiised in the
next 12 months

23 Retirement benefits
{a) Overview
The Group opersates retirement benefit schemes for most of its United Kingdom and overseas subsidiaries
The tollowing three defined benefit schemes are the Group s main schemes which are based and administered in the UK
* Main staff plan — for all eigible UK based staff excluding PZ Cussons Plc executive directors
* Directors plan - far PZ Cussons Plc executive directors
* Expatnate plan - for all eligible expatnate staff based outside the UK

Employees within these schemes are provided with defined benefits based on service and final salary The assets of the schemes are
administered by trustees and are held in trust funds independent of the Group

The Group also operates an unfunded unapproved retirement benefit scheme The cost of the unfunded unapproved returement benefit
scheme 1s included in the total pension cost on a basis consistent with IAS 19 Employee benefits and the assumptions set out below In
accardance with these unfunded arrangements the Group made no payments to former directors in the year ended 31st May 2007 {2006
£0 2 million)

The last tnenmal actuanal valuations of the schemes administered in the UK were performed by independent professional actuanes at
1st June 2006 using the projected unit method of valuation

The Group s balance sheet at 3is1 May 2007 reflects a penston surplus of £23 1 milion {2006 £23 4 million) in respect of the Expatnate plan
and combined deficits in the Staff and Directors plans of £28 9 mullion {2006 £24 8 miullion) and £8 3 million (2006 £5 7 mullion) respectively

For the year to 31st May 2007 the 1otal defined benefit pension cost ansing from the three schemes amounted to £2 9 million (2008
£3 4 milhion)

The rmajor financial assumptions used by the actuary were as follows

31st May 31st May

2007 2006
Rate of increase in salanes 4 10% 370%
Rate of increase in retirement benefits in payment 3 10% 270%
Discount rate 5 20% 510%

Iinflation assumption 3 10% 270%
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23 Retirement benefits continued

The assets in the schemes and the expected rates of return were

31st May 31st May 31st May

2007 2006 2005

fm £m £m

Equities 6 90% 1300 670% 1177 6 40% 972
Bonds 470% 908 4 50% 935 4 20% 904
Cash 500% 84 4 26% 38 4 00% 71
Total farr value of scheme assets 2292 2160 194 7

Present value of scheme liabilities {243 3) {222 1) {199 5)

Deficit in the schemes {14 1) {71) 48)
Related deferred tax asset 42 21 15

Net retirement benefit deficit 99) 50) 33)

To develop the expected long-term rate of return on assets assumptions the company considered the level of expected returns on nsk-free
investments the histoncal level of the nsk premium associated with the other asset ¢lass in which the pertfalio 1s invested and the expectations
for future returns of each class of asset The expected return for each class of asset was then weighted based on the actual asset allecation
to develop the expected long-term return on assets assumption for the portfoho The actual return on plan assets was £17 6 milhon {2006

£21 9 million)

The net retirement benefit expense before taxation recognised in the income statement in respect of the defined benefit schemes 1s

summansed as follows

31st May 31st May
2007 2006
£m fm
Current service cost 44) 48)
Past service cost 02 {0 5)
Expected return on scheme assets 121 103
Interest cost (113 {102}
Curtaiiment gain 09 18
Net retirement benefit expense before taxation 29 {34}
All above amounts are recognised In the Group s Income statement before armving at operating profit
The reconcihation of the opening and closing balance sheet position is as follows
Year to Year to
31ist May 31st May
2007 2006
£m £m
Deficit at beginning of year {7 1) (4 8)
Expenses recognised in the consobdated income statement {29) (34)
Contnbutions paid 41 47
Net return on assets/liabilities (01) 0z
Actuarnal loss (81 (38
Net deficit at end of year (141) 71
Analysed between
Retirement benefit surplus 231 234
Retirement benefit obligation (372) (305)

Actuanal gains and losses are recognised directly in the statement of recognised income and expense At 31st May 2007 a cumulative pre-tax

loss of £15 5 mullion (2006 £7 4 million) was recorded directly in the statement of recogrised income and expense
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23 Retirement benefits continued

Movements in the fair value of plan assets were as follows
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Assets Assels
Year to 31st  Year to 3ist
May 2007 May 2006
£m £m
15t June 2150 1947
Expected return on assets 21 103
Actuanal gains 55 116
Employer contnbuuon 41 47
Member contnbutions 12 13
Benefits paid (87 {7 6}
31st May 2292 2150
Movements in the present value of the defined benefit obhigations were as follows
Obhgations Obligations
Year to 315t Year to 31st
May 2007 May 2008
£m £m
15t June (222 1) {199 5}
Current service cost {4 4) {4 8}
Interest cost 113) {10 2}
Plan participants contnbutions (12) {13}
Past service cost {0 2) {0 5)
Actluarial losses {137} {152}
Curtailment gain 09 18
Benefits paid 87 76
31st May {243 3) (222 1}
Plans that are wholly or partly funded {240 6} {219 7)
Plans that are whaolly unfunded (27) (24)
{243 3) {222 1}
The history of the plan for the current and prior years s as follows
2007 2006 2005
Difference between expected and actual return on scheme assets
Amount (Em) 55 116 105
Percentage of scheme assets 2% 5% 5%
Expenence gains and losses on schems hiabilrties
Amount {Em) {16) 35 01
Percentage of scheme liabihities {1%]) 2% 0%
Total amount recogmsed in statement of recogrised income and expense
Amount {Em) {5 6) {3 8} {3 6}
Percentage of scheme liabilities {2%]) (2%} {2%)

Duning the year ending 31st May 2008 the Group currently expecis to make cash contributions of £3 4 mulion {2007 £4 4 mullion) 10 funded
defined benefit plans This includes mandatory and discretionary payments In addition a further £2 1 mullion (2007 £2 € million) 1s expected

10 be contnbuted 10 defined contnbution plans

The amount recognised as an expense n the consalidated income statement in relaton 1o defined contribution schemes s £18 miliion

(2006 £2 O mullion)

Other significant schemes

In addition to the UK schemes the Group operates a significant post-employment scheme in Nigena the Nigenan Gratuity scheme This
scheme allows eligible members to accrue benefits over thewr employment based on their final salary The Group provides for the hability in
accordance with 1AS 19 The provision at 31st May 2007 was £3 5 million (2006 £5 1 milion) and has been included in provisions in the

Group balance sheet
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

24 Share caprtal

2007 2006
Number Amount Number Amount
000 £m 000 £m

Authorised
Ordinary shares
Qrdinary shares of 1p* each 570,000 57 570000 57
Total authornised share capital 570,000 57 570 000 57
Allotted, called up and fully paid
Ordinary shares
QOrdinary shares of 1p* each 428,725 43 428 725 43
Total called up share caprtal 428,725 43 428,726 43

*The comparative figures have been restated for the share spiit on the basis of ten for one which was approved at the last annual general
meeting on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before

the share spht




Financial Statements | Annual Report 2007 | 67

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
25 Statement of changes in shareholders” equity

Currency  Capital
Share Revaluation transiation redemption Retaned Other Minonty

capital reserve reserve reserve earmings reserve interests Total
fm fm fm £m £Em £m £m £m

At 31st May 2005 120 281 55 07 2458 11) 370 3280
Adoption of 1AS 39 - - - - 20 - - 20
At 15t June 2005 120 281 55 07 2478 {11) 370 3300
Net income recognised for the penod - - - - 354 - 72 426
Currency retranslation - - 22) - - - {0 2} {2 4)
Ordinary dividends - - - - {15 2} - - {15 2)
Preference dividends - - - - 01} - - {01}
Reabsation of revaluation surplus - {18} - - 18 - - -
Release of deferred tax provision
on disposed properties - 03 - - - - - 03
Change in deferred tax hability on
revalued properties - 07 - - - - - 07
Shares purchased for ESOT - - - - - 26) - (286)
Shares to be awarded from ESQT - - - - - o8 - 08
Share-based payments - - - - 04 - - 04
Mrnority interest dividend paid - - - - - - 29) {29)
Actuarnal losses on defined
benefit schemes - - - - {38) - - {38
Tax on actuanal losses on defined
benefit schemes - - - - 08 - - 08
Compensatory bonus 1ssue 02 - - - 02) - - -
Repayment of preference share capital (79) - - - {7 6) - - {15 5)
Increased investment - - - - - - 53 53
At 1st June 2006 a3 2713 33 07 2893 {2 9) 46 4 3384
Net income recognised for the penod - - - - 424 - 70 49 4
Currency retranslation - 01 {2 4) - - - {17) {40)
Ordinary dividends - - - - {167} - - (167}
Share-based payments - - - - 01 - - {01)
Realisation of revaluation surplus - {03) - - 03 - - -
Release of deferred tax provision on
disposed properties - 01 - - - - - 01
Change tn deferred tax liability on
revalued properties - 24 - - - - o8 18
Shares purchased for ESOT - - - - - {0 5} - (0 5)
Shares 10 be awarded from ESOT - - - - - 04 - 04
Mingnty interest dwidend paid - - - - - - {33) (33
Actuanal losses on defined benefit
schemes - - - - {83) - - (83)
Tax on actuanal losses on defined
benefit schemes - - - - 24 - - 24
At 31st May 2007 43 296 09 07 2793 {30) 47 6 3594

The revaluation reserve anses from the Group s decision to adopt the transiional provisions of IFRS 1 'First-time adopuon of IFRS’ and to
treat the previous revalued amounts in relation to properties as deemed cost at 1st June 2004 the date of transiion 1o IFRS

In the pnor period amounts in respect of the redemption of preference share capital were transferred from a special reserve to retained earnings
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26 Other reserve

Shares Charged Net

held in to income book

trust Cost  statement value

Number (000) £m £m £m

At 31st May 2005 4 560 44 33) 11
Compensatory bonus 1ssue 240 - - -
Shares purchased 1,420 26 - 26
Shares transferred out {1 250) - - -
Shares to be awarded - - (08l 08
At 31st May 2006™ 4970 70 {41 29
Shares purchased 320 05 - 06
Shares transferred out {1 .380) - - -
Shares to be awarded - - {04) (04
At 31st May 2007 3,910 75 {45) 30

The Group's cther reserve relates 1o the Employee Share Option Trust (ESOT)

The ESOT purchases shares to fund the deferred annual share bonus scheme detalls of which are prowided in the report on directors
remuneration These shares are t¢ be awarded for the achievement of annual 1argets, and are normally received by directors after three
years of continuing employment frem the date of grant At 31st May 2007 the trust held 3,913 298 (2006 2 972 980*) orchnary shares with
a market value of £6 7 milhon {2006 £7 2 million} The trust has waived any entitlement to dividends in respect of all the shares it holds

*The comparative figures have been restated for the share split on the basis of ten for one which was approved at the last annual general
meetng on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before
the share split

27 Reconciliation of profit before tax to cash generated from operations

2007 2006
£m £m
Profit before tax 679 612
Adjustment for finance income {21 {34)
Operating profit 658 578
Deprecation and adjustments on disposals 73 101
Share of results from joint ventures 08 -
Loss on sale or termination of operations 05 -
Add back charge for ESOT shares to be awarded 04 08
Impairment af tangible fixed assets - 33
Operaung cash flows before movements in working capital 748 720
Movements 1n warking capital
Inventones {12 6) {14 0)
Receivables {110) (182)
Pavyablas 72 19
Provisions 03 21

Cash generated from operations 587 ns
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28 Operating lease commitments
At the balance sheet date the Group had outstanding commitments for future minimum lease payments under non-cancellable operating
leases over certain of its office properties which fall due as follows

2007 2006

fm fm

Within one year 11 11
In the second to fifth years inclusive 20 31

Leases are subject 10 a review date of 2010

29 Share-based payments
The company operates a share option scheme for senior executives Options are exercisable at a pnce equal to the average quoted market
price of the company s shares on the dealing day before the option 15 granted Opticns are forfeited if the employee leaves the Group for
any reason outside of the scheme rules Opuons under the scheme are exercisable in a period beginming no earhier than three years from
the date of grant and are subject to perfcrmance condilons

Equity settled share-based payments are measured at fair value at the date of grant The fair value determined at the date of grant 1s expensed
on a straight-ine basis over the vesting period based on the Group s estimate of shares that will eventually vest

Fair value 1s measured by use of a Black-Scholes model according to the relevant measures of performance The medel includes adjustments
based on management's best estimate for the effects of exercise restncucns behavioural constderations and expected dividend payments
The option Iife 1s derived by the models based on these assumptions and other assumptions identified below The expected volatility has
been estimated using company specific data unlike the prior penod where industry data was used The total expense included within operaung
profit in respect of share-based payments was £0 1 million {2006 £0 4 mithon)

For those share option awards that were granted In the years ended 3151 May 2007 and 31st May 2006 the assumptions used in the calculauon
of the fair values were as follows

Year to Year to

31st May 31st May

2007 2008

Vesung penod 3yrs 3yrs
Expected volatility 12 0% 26 0%
Expected option life after anticipated lapses 3yrs 3yrs
Risk-free rate 3% 3%
Expected dividend yield 2 6B% 268%
Fair value per share {p) 68 68

Expected volatility was determined by calculating the histonic volatihty of the Group's share price over the previous 4 years The expected hfe
used in the model has been adjusted based on management s best estmate, for the effects of non-transferabiity exercise restnctions and
behavioural considerations The dividend yield for 2006 was used for 2007 as the dividend for 2007 had not been approved at the AGM at
the time the accounts were pubbshed
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29 Share-based payments continued
The movement in total outstanding options in respect of the share option scheme s provided below

Weighted
Number average
of share exercise
options price £
Outstanding at 1st June 2005* 5,006 360 08
Granted 1253 390 13
Exercised (186 140) 07
Lapsed (586 420) 09
Qutstanding at 31st May 2006* 5487 190 10
Exercisable at 31st May 2006* - -
Qutstanding at 1st June 2006* 5 487 190 10
Granted 1 444 990 14
Exercised 67.641) o8
Outstanding at 31st May 2007 6,864,539 11
Exercisable at 31st May 2007 245,110 07
Weighted
average
Price/share exercise
£ price £

Range of prices
31st May 2007 0714 11
31st May 2006* 0713 i0
Woeighted
Number average
of share contract

options term {years)

Weighted average contractual remaining life
31st May 2007 6.864,539 26
31st May 2006* 5487 190 31

There were no options outstanding at 31st May 2007 or 31st May 2006 that are outside of the scope of {FRS 2 "Share-based payments

*The comparative figures have been restated for the share spht on the basis of ten for one which was approved at the last annuat generat
meeting on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence before
the share spht
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30 Related party transactions
The following related party transacuons were entered into by subsidiary companies dunng the year under the terms of a joint venture
agreement with Glanbia Plc

At 31st May 2007 the ouistanding balance recevable from Milk Ventures {UK) Ltd was £13 3 million (2006 £7 7 milhon) At 31st May 2007
the Group had no outstanding balance payable to Milk Ventures [UK) Lid (2006 £0 2 miflion)

The Group sourced and then sold fixed assets and raw matanals to Nutnicima Ltd to the value of £30 7 milhon {2006 £20 8 mullion) At
31st May 2007 the amount outsianding from Nutricima Ltd was £2 8 million (2006 £4 1 million)

Nutricima Ltd sold £34 9 million (2006 £18 3 million) of goods to PZ Cussons Nigena Plc The amount outstanding from PZ Cussons Nigera
Plc at 31st May 2007 was £3 5 million {2006 nil)

All trading balances will be settled in cash
There were no provisions for doubtful related party receivables at 31st May 2007 {2006 nil} and no charges 10 the income statement in respect

of doubtful related party receivables (2006 nil)

31 Subsidiaries, joint ventures and non-current asset investments
Detalls of the company s subsidiaries at 31st May 2007 are as follows

Parent Proportion
Incorporated company’s of voting

Company Operation n interest interest
PZ Cussons Australia Pty Ltd Manufacturing Australia 1100% 1100%
PZ Cussons Middle East and South Asia FZE Distnbution Dubai 100% t100%
Charles Worthington Hair and Beauty Ltd Holding Company England *100% *100%
FC Ltd Manufactunng england 100% "00%
PZ Cussons {Holdings) Ltd Holding company England *100% *100%
PZ Cussons {International) Ltd Provision of services to Group companies England *100% *100%
PZ Cussens (UK) Ltd Manufactunng England 00% 1100%
PZ Cusscns Ghana Ltd Holding company Ghana 190% 190%
Minerva SA Manufacturing Greece *00% *100%
PT PZ Cussons Indonesia Manufacturing Indonesia "100% T100%
PZ Cussons East Afnca Lid Manufactunng Kenya 1100% 1100%
HPZ Lid" Manufactunng Nitgena '46% 146%
PZ Cussons Nigena Plc? Manufactunng Nigena 61% '61%
PZ Cussons Polska SA Manufacturing Poland 99% 99%
PZ Cussons {Thaland) Ltd Manufacturing Thalland 100% 1100%

THPZ Ltd 1s 75% owned by PZ Cussons Nigena Plec and 15 therefore consolidated
2PZ Cussons Nigena Ple was formerly called Paterson Zochonis Industries Plg

Parent

Incorporated company’s

Joint venture companies n interest
Milk Ventures (UK) Ltd Holding company England 150%
Nutrnieima Ltd Manufacturing Nigera 150%

Milk Ventures {UK) Ltd 1s owned on a 50 50 basis by PZ Cussons (Holdings) Ltd and Glanbia Holdings Ltd and owns 100% of a Nigenan
subsidiary Nutncima Ltd

Parent

Incorporated company’s

Non-current asset iInvestments n interest
Norpalm Ghana Ltd Manufacturing Ghana 31%

*Shares held by the parent company
tShares held by a subsidhary
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FIVE YEAR FINANCIAL RECORD

IFRS UK GAAP

2007 2006 2005 2004 2003
Year to 31st May £m £m £m £m Em
Operating profit before exceptional items 66 2 60 2 h35 541 547
Net investment income/(interest payable) 21 34 46 a7 {35)
Profit before taxation and exceptional items 683 636 5381 588 512
Exceptional items {04) (24) 47 12 -
Profit before 1axation 679 612 B34 600 512
Taxation {185} {18 8) {183) (18 2} {16 9)
Profit for the year 494 426 351 418 343
Attributable to
Equity holders of the parent 424 354 288 383 306
Minanty interests 70 72 63 35 37
Net assets attnbutable to ordinary shareholders 3Ns 2920 2810 2596 243 4
Per ardinary share
Basic earmings* 999p 833p 6 60p 8 86p 6 84p
Ad)usted basic earnings* 978p 890p 7 85p 8 15p 684p
Dwvidend {tntenim and final declared post year-end)* 427p 388p 353p 320p 290p
Times cover — after exceptional items* 23 21 19 28 24
Times cover — before exceptional tems* 23 23 22 25 24
Net assets™ 72 72p 68 10p 71 40p 63 70p 59 80p

The amounts disclosed for 2004 and earlier periods are stated an the basis of UK GAAP because it 1s not practicable to restate amounts
for periods prior to the date of transition to IFRS The sigmificant changes on adoption of IFRS can be found on the Group website
WWW DZCUSSONS com

On 29th June 2005 the ‘A’ (non-voting) ordinary shares were redesignated as ordinary shares There was also a compensatory bonus 1o
ordinary sharenholders on the basis of one new ardinary share for every ten ordinary shares held In accordance with I1AS 33 Earmngs per
share' the comparative figures have been re-presented to include both the ordinary and ‘A ordinary shares

*The camparative figures have been restated for the share split on the basis of ten for one, which was approved at the last annual general
meeting on 2bth September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in exisience
before the share spht
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PZ CUSSONS PLC

We have audited the parent company financial statements of PZ Cussons Pl for the year ended 31st May 2007 which compnse the balance
sheet and the related notes 1 to 9 These parent company financial statements have been prepared under the accounting polcies set
out therein

We have reported separately on the group financial statements of PZ Cussans Plc far the year ended 31st May 2007 and on the information
In the directors remuneration repont that 1s descnibed as having been audited

This report 13 made solely to the company 5 members as a body in accordance with section 235 of the Companies Act 1985 Our audht work
has been underiaken so that we might state to the company s members those matters we are required to state to them in an auditors report
and for no other purpose To the fullest extent permitted by law, we do not accept or assume responsibitity 1o anyone other than the company
and the company s members as a bedy for our audit work for this report or for the opinions we have formed

Respective responsibilities of directors and auditors
The directors responstbiliies for prepanng the parent company fimancial statements in accordance with applicable law and United Kingdom
Accounting Standards {United Kingdom Generally Accepted Accounting Practice) are set out in the Statement of Directors Responsibilittes

Our responsibility I1s to audit the parent company financial statements in accordance with relevant legal and regulatery requirements and
International Standards on Auditing {UK and Ireland)

We report 10 you our opinion as to whether the parent company financial statemenis give a true and fair view and whether the parent company
financial statements have been properly prepared in accordance with the Companigs Act 1985 We also repert to you whether in our opinian
the directors’ report 1s consistent with the parent company financial statements

In addition we report to you iIf in our opinien  the company has not kept proper accounting records 1If we have not recerved all the information
and explanations we require for our audit, or iIf informatien specified by law regarding directors’ remuneration and cther transactigns 1s
not disclosed

We read the other information contamned i1» the annual report as described n the contents section and consider whether 1t 1s consistent
with the audited parent company financial statements We consider the implications for our report If we become aware of any apparent
misstatements or matenal inconsistencies with the parent company financial statements Our responsibilties do not extend to any further
informanaon outside the annual report

Basis of audit opmion

We conducted our audit in accordance with International Standards on Auditing (UK and Ireland) 1ssued by the Audiing Practices Board An
audit mcludes examinauon on a test basis of evidence relevant to the amounts and disclosures in the parent company financial statements
It also includes an assessment of the significant esumates and judgments made by the directors In the preparation of the parent company
financial statements and of whether the accounting policies are appropriate to the company s circumstances consistently apphed and

adequately disclosed

We planned and performed our audit 50 as to obtain all the information and explanauons which we considered necessary in order 10 provide
us with sufficient evidence to give reasonable assurance that the parent company financial statements are free from matenal misstatement
whether caused by fraud or other irregularity or error In forming cur opinion we also evaluated the overall adequacy of the presentation of
information in the parent company financial statements

Opmion
In our opirion

+ the parent company financial statemenits give a true and fair view in accordance with United Kingdom Generally Accepted Accounting
Practice of the state of the company s affairs as at 31st May 2007

* the parent company financial statements have been properly prepared in accordance with the Companies Act 1985 and

+ the mfermation given in the directors report 1s consistent with the parent company financial statements

CQetdts. & T ometrt 2t

DELOITTE & TOUCHE LLP

Chartered Accountants and Registered Auditors
Manchester United Kingdom

3ist July 2007
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COMPANY BALANCE SHEET

At 31st May 2007

2007 2006
MNotes £m £m
Fixed assets
Investments
Subsidiary companies 3 1201 1201
1201 1201
Current assets
Debtors falling due within one year 4 451 400
Investments 5 101 86
Cash at bank and in hand - 28
652 514
Creditors — amounts falling due within one year 6 {104 0) {84 8)
Net current habilities {48 8) (33 4)
Total assets lass current habilities M3 867
Creditors - amounts falling due after one year 6 {701 78)
Net assets 643 789

Capital and reserves
Equity ordinary share capital 7 43 43
Reserves attnbutable to equity interests

Capital redemption reserve 8 07 07
Profit and loss account 8 623 768
Other reserve 9 {30) {29)
Total shareholders’' funds 64 3 789

Approved by the board of directars and signed on 1ts behalf by

31st July
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

1 Basis of preparation
The accounts have been prepared in accordance with the Comparies Act 1985 and United Kingdom Generally Accepted Accounting Practice
(UK GAAP), under the histonical cost convention As permiited by section 230 of the Companies Act 1985 an entity profit and loss account
15 not included as part of the published consolidated financial statements of PZ Cusscns Plc The profit for the financial year dealt with in the
accounts of the parent company 15 £2 2 milien (2006 £1 0 million loss)

No cash flow statement has been included as the cash flows of the company are included in the consolidated financial statements of
PZ Cussons Plc which are publicly avallable The consolidated financial statements of PZ Cussons Plc have been prepared in accordance
with International Financial Reporting Standards

The company has no employees (2006 nil) No costs were incurred by the company in respect of employees or directors (2006 mil) Amounts
paid to the company s auditors in respect of the statutory audit were £5 000 {2006 £5,000)

Accounting policies
The pnincipal accounting policies applied under UK GAAP are detalled below They have all been applied consistently throughout the year
and the preceding year

Foreign currencies
Assets and habilities are translated at exchange rates prevailing at the date of the company balance sheet

Taxation and deferred taxation
Current tax including UK corporauon tax 1s provided at amounts expected 10 be paid or recovered using the tax rates and laws that have been
enacted or substantively enacted by the balance sheet date

Deferred taxation 1s provided in full on uming differences that result in an obligation at the balance sheet date to pay more tax or a nght to
pay less tax at a future date, at rates expected to apply when they crystallise based on current tax rates and law Timing differences anse
fram the inclusion of items of Income and expenditure In taxation computations in penods different from those in which they are included in
financial statements Deferred tax 15 not provided on tming differences ansing from the revaluation of fixed assets where there 15 no
binding contract to dispose of these assets nor on unremitted earntings where there 1s no binding commitment to remit these earnings
Deferred tax assets are recognised to the extent that 1t 1s regarded as more likely than not that they will be recovered Deferred tax assets
and habilities are not discounted

Borrowing costs
Barrowing costs are not capitalised they are recognised in profit or loss in the penod in which they are incurred

Financial instruments
Financial assets and financial iabilites are recogrised on the company s balance sheet when the company becomes a party to the contractual
provisions of the instrument

Barrowings

Interest-beanng bank loans and overdrafis are recorded at the proceeds received net of direct 1ssue costs Finance charges including
premiums payable on settlement or redempuon and direct 1ssue costs, are accounted for on an accrual basis through the profit and loss
account using the effective interest method and are added to the carrying amount of the instrument o the extent they are not settled in the
penod in which they arise

The company has not entered into any transactions involving denvative instruments

Financial habilities and equity
Financtal habilities and equity instruments are classified according to the substance of the contractual arrangements entered into An equity
instrument 1s any contract that evidences a residual interest in the assets of the company after deduciing all of its habilives

Current asset investments

Investments (other than interests in joint ventures) are recogrised and derecognised on a trade date when a purchase or sale of an investment
15 under a contract whose terms require delivery of the investment within the timeframe established by the market concerned and are initially
measured al cost including transaction costs

Investments are classified as either held-to-matunty held-for-trading loans and recevables or avaitable-for-sale Held-to-matunty investments
and loans and recewables are measured at amortised cost Held-for-trading and available-for-sale investments are measured at subsequent
reporing dates at fair value Where secunties are held-for-trading purposes gains and losses ansing fram changes in fair value are included in
net profit or loss for the peniod For available-for-sale investments gans and losses ansing from changes in farr value are recognised directly in
equity until the security 15 disposed of or 1s determined 10 be imparred at which time the cumulative gain or loss previously recognised In
equity 1s included in the net profit or loss for the penod

Investments in subsidiaries
Investments in subsidiaries are held at cost less any provision for impairment

Critical accounting policies and estimation uncertainties
None of the above accounting policies are considered to be cnuical to the financial statements of the company There are no significant areas
of estimation uncertainty

New accounting policies
The company has not adopted any new United Kingdom Financial Reportng Standards in the year and there are none in 1ssue but not yet
effective that are expected to have an impact on the company
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

2 Dividends
2007 2006
£m Em
Amounts recognised as distributions to ordinary shareholders in the year compnse
Final dvidend for the year ended 315t May 2006 of 2 95p* {2005 2 66p*) per ordinary share 125 3
Intenm drnadend for the year ended 31st May 2007 of 1 00p {2006 0 93p*) per ordinary share 42 kK}:]
167 152
Amounts recognised as distnbutions to preference shareholders in the year compnise
10% cumulative preference shares - 01
Total amount recognised as distnbutions to shareholders in the year 167 153
Proposed final dividend for the year ended 31st May 2007 of 3 27p {2006 2 95p*} per share 139 125

The proposed final dividends for the years ended 31s1 May 20086 and 31st May 2007 were subject to approval by shareholders at the annual
general meeting and hence have ngt been included as habilities in these financial statements at 31st May 2006 and 31st May 2007 respectively

On 29th June 2005 the ‘A ordinary shares were redesignated as ordinary shares The final dwvidends in respect of the year ended 31st May
2005 and the mterm dividends recognised in the year ended 31st May 2006 in respect of ordinary shareholders have been re-presented to
include dividends on both the ordinary and ‘A’ ordinary shargs

The preference shares which had a nominal value of £7 8 milllon were fully repaid on 15t August 2005

At 31st May 2007 the Paterson Zochorus Employee Trust held 3 913 299 ordinary shares (2006 4 972 930%) The trust warved any entitlement
to the dividends on these shares

*The comparative figures have been restated for the share split on the basis of ten for one which was approved at the last annual general
rneeting on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ardinary share previously in existence before
the share split

3 Iinvestments in subsidianes

Shares Loans Total

E£m £m £m

Cost at 1st June 2006 and 315t May 2007 1203 44 1247
Provisions at 1st June 2006 and 31st May 2007 (4 6) - {48)
Net book value at 1st June 2006 and 31st May 2007 1157 44 1201

Details of the company s direct subsidianes at 31st May 2007 are as follows

Parent Proportion
Incorporated company's of voting

Subsidiary companies Operation n interest interest
Charles Worthington Hair and Beauty Lid Holding company England 100% 100%
PZ Cussons {Holdings) Ltd Holding company England 100% 100%
PZ Cussons (Internaticnal) Ltd Provision of services to Group companies England 100% 100%

Minerva SA Manufacturing Greece 100% 100%
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4 Debtors
2007 2006
£m £rm
Amounts owed by Group companies 44 1 375
United Kingdom corporation lax recoverable 06 21
Overseas taxation recoverable 01 01
Prepayments and accrued income 03 03
451 00
5 Current asset investments
2007 20086
£m fm
Unlisted 03 03
Deposits 98 83
101 86
6 Creditars
2007 2006
£m £m
Due within one year
Amaounts owed to Group companies 1007 836
Other creditors 08 10
Bank loan and overdraft 10 -
Accruals and deferred income 15 02
104 ¢ 848
Due after one year
Armounts owed to Group companies 62 62
QOther creditors 0g 16
70 78

At 31st May 2007 the company had undrawn overdraft facilives of £40 0 mullion {2006 £40 0 million} available to it There are no committed

facilities at 315t May 2007 {2008 nil)
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED
6 Creditors continued

Financial instruments and nsk management
The company 1s not exposed to significant levels of financial nsk The company does not enter into denvative financial Instruments

Financial instruments utihsed by the company during the years ended 31st May 2007 and 31st May 2006 together with informaton regarding
the methods and assumptions used to calculate fair values can be summansed as follows

Current asset iInvestments
In accordance with FRS 25 Financial instruments recognition and measurement  unlisted ivestments are held in the company's balance
sheet at cost because therr fair value cannot be measured reliably due to the lack of quoted market prices

Current assets and habilities
Financial instruments included within current assets and habiliies {excluding cash and borrowings) are generally short-term in nature and
accordingly their farr values approximate 1o therr bock values

Borrowings
The carrying values of cash and short-term borrowings and current asset invesiments approximaie to ther fair values because of the
short-term maturty of these instruments

The financtal instruments held by the company do not either individually or as a class create a potenually significant exposure to market,
credst quidity or cash flow interest rate nsk

7 Share capital

2007 2006
Number Amount Number Amount
{000) £m (000) £m

Authonsed
Ordinary shares
Qrdinary shares of 1p* each 570,000 57 570 000 57
Total authonsed share capital 570,000 57 570 000 57
Allotted, called up and fully parnd
Ordmary shares
Ordinary shares of 1p* each 428,725 43 428,725 43
Total called up share capital 428,725 43 428 725 43

*The comparative figures have been restated for the share split, on the basis of ten for one which was approved at the last annual general
meeting on 25th September 2006 such that there are now ten tp crdinary shares for every 10p ordinary share previously in existence before
the share split




Financial Statements | Annual Report 2007 | 79

NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

8 Reserves and movements tn shareholders’ funds

Called up Capital Profit
share redemption and loss Other

capital reserve account reserve Total

£m £€m £m fm £m

At st June 2006 43 07 768 {2 9} 789
Profit for the financial year - - 22 - 22
Shares purchased for ESQT - - - 04 04
Shares to be awarded from ESOT - - - {0 5} 05
Dmidends paid - - {16 7) - e 7
At 31st May 2007 413 07 623 {30) 643

No transaction costs {2006 £0 8 million) have been accounted for as a deduction from egquity

The amounits in respect of the redempton of preference share capital were intually recogrised in 2 special reserve, but were subsequently
transierred to relained earnings in the prior year

9 Other reserve

Charged

Shares to profit Net

held in and loss book

trust Cost account value

Number (000) £m £m £m

At 31st May 2005* 4 660 44 (33) 11
Compensatory bonus 1ssue 240 - - -
Shares purchased 1420 26 - 26
Shares transferred out {1 250) - - -
Shares 10 he awarded - - (08) {08
At 31st May 2006* 4970 70 141) 29
Shares purchased 320 05 - 05
Shares transferred out {1 380) - - -
Shares to be awarded - - (0 4) {0 4)
At 31st May 2007 3,910 75 {45} 30

The company's other reserve relates to the Employee Share Option Trust (ESOT)

The ESOT purchases shares to fund the deferred annual share bonus scheme details of which are provided in the report on directors
remuneration These shares are to be awarded for the achieverment of annual targets and are normally recerved by directors after three years
of continuing employmens fram the date of grant

At 31st May 2007 the trust held 3 913 299 (2006 4 972 990*) ordinary shares with a market value of £67 milhon (2006 £7 2 milhion) The trust
has waved any entiflement to dvidends in respect of all the shares 1t holds

*The comparative figures have been restated for the share split on the basis of ten for one which was approved at the last annval general
meeting on 25th September 2006 such that there are now ten 1p ordinary shares for every 10p ordinary share previously in existence
before the share spht
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Further statutory and other information

Health and safety

PZ Cussons aims 1o maintain a safe workplace at all locations in which it operates We continue 10 ensure that our business activities are
undertaken in a responsible manner and 0 accordance with the relevant staiutory legislauon and that employees at all levels parucipate in
the development promotion and maintenance of a safe and healthy working environment for employees visitors and the public The company
employs health and safety speciahsts and where appropriate provides on-site medical faciities for employees

The company continues to monitor and increase standards of health and safety at work through nsk assessment safety audits, formal
incident mvestigatton and training  Our investment In plant and equipment enables us to modernise designs and operate safer and more
efficient processes

Employment and staff development

As an interational group and particutarly beanng (n mind our operatons in developing countnies we focus resource on the employment and
development of local staff with the intenuon of assisting both our operations in those countnies and the local community Employees are
involved at all levels of decision-making throughout the Group with effective commumication via regular consultation groups and briefings
Training 1s vital to ensunng continuous Improvements in performance and over the past year employees of all grades have receved training
through a wade range of courses

The employment policies of the Group embody the principles of equal opporturity traiming and development and rewards appropnate to
tocal markets which are tarlored to meet the needs of its businesses and the areas in which they operate This includes procedures te support
the Group s policy that disabled persons shall be considered for appropnate employment and subsequent traning and career development
The company continues to share valuable expenence and best practice within the Group through employee secondment

Communmity and charrty

We support a range of chantable causes both in the UK and overseas, mawnly through a UK based shareholding trust and addrional
contnbutions are made through statf time and gifts in kind PZ Cussons continues 10 provide assistance and donations to sigmficant glabal
fund-raising intatives and recogrises its responsibility to the communities in which it operates We are committed 1o establishing and
maintaining strong relationships with community groups particularly in developing markets

Auditors
A resolution will be proposed at the annual general meeting on 241h September 2007 for the reappointment of Deloitte & Touche LLP as
auditors of PZ Cussons Ple The present appointment will end at the canclusion of the annual general meeting

Directors’ report of PZ Cussons Plc

For the purposes of section 234 of the Companies Act 1985 the report of the directors of PZ Cussons Plc for the year ended 31st May 2007
comprises this page and the information contamed in the report of the directors on pages 6 10 30 and the report on directors remuneration
on pages 31 10 34
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