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INTRODUCTION

PZ Cussons operates in Africa, Asia and Europe with its strategy built on four
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 quickly and appropnately to local needs

We develop leading brands for the markets in which we operate Whilst
some have global reach, the majonty 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 guickly 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

We recruit, develop and retain a great team of people who are aligned with
our values and who can drive our plans for growth Our aim is to create a high
performance culture offering career expenences and development We work
together as a true meritocracy where leadership 1s determined by talent
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CHAIRMAN'S STATEMENT

| am pleased to advise shareholders
that 2008 has been another successful
vear for PZ Cussons with profitability
being delivered on track despite the
challenging economic environment
and the significant increases in

Input costs

The diverse geographic spread of our businesses together
with the growing number of categones in which we operate
has demonstirated that we can successfully evolve both as
markets develop and as economic conditions, both local and
global change

It 15 the strength of the Group's balance sheet which enabled
the acquisition of The Sanctuary brand and spa whilst still
leaving us in a very strong posiion This will serve us well in
the challenging global environment and still allow us the
potential to pursue further investment opportunities

Highlights in the year have been as follows

Strong trading perfarmance across all regions, particularly
in Migeria

Innovation and margin iImprovement programmes have
successfully countered signficant ongeing increases in raw
matenal costs

Significant growth in our electncals and nutrition joint
ventures in Nigenia

Successful first year of the electncal retall superstore in Lagos
and the opening of two further stores :n Nigena
Commencement of a £33 milhon investment programme to
upgrade the Nigenan manufactunng facilities over the next
three years

Revenues and profitability in both Australia and Indonesia
ahead of last year

Acquisiion and successful integration of The Sanctuary
brand and spa, acquired in January 2008 for a consideration
of £75 million in cash

No 1 position In the UK personal wash category extended
through a successful brand renovation programme
Construction of the new £26 million Innovation Centre in
Manchester on schedule with productton now started at the
new facility

* Healthy balance sheet maintained with a small net debt
position of £32 million following The Sanctuary acquisition
» Strong cashflow supporting an on-geing capital
Investment programme
Creation of an Operational Board to support the Plc board
in the operational management of the Group's businesses
and to enable further growth opportunities te be pursued
Total dividend increased 10% year on year

The creation of an Operational Beard during the year
provides the senior management capability to press ahead
with the significant number of oppertunities that exist in
our current markets

As previously advised, Mike Smuth retired from the board on
31st May 2008 Mike joined the board in 2000 and more
recently held the position of serior non-executive director and
chairman of the remuneration committee His advice during
this time has been greatly appreciated

On 1st January this year | was delighted to welcome
Simon Heale to the board as a non-executive director Simon
has held a number of senior management positions both

in the UK and overseas and 1s currently chief executive of
China Now

These very encouraging results are the result of the hard
work and dedication of all our staff throughout the PZ Cussons
Group As always | should like to thank all of them very
much indeed

—

Anthony J Green | Charman
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GROUP STRUCTURE AND PRINCIPAL ACTIVITIES

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

UNITED KINGDOM

Number of Employees 625

Location Head office n Manchester
Activities Manufacture and marketing
of soaps, totetries and household
products In addition, the operation

of the UK s largest day spa

POLAND

Number of Employees 435
Location Head office in Warsaw
Activities Manufacture and marketing
of detergents, soaps and tolletnes

GREECE

Number of Employees 200
Location Head office in Athens
Activities Manufacture and
marketing of olive oils margarines,
cooking fats and spreads

NIGERIA
Number of Employees 3775
Locations Head office in Lagos,

manufacturing units in llupeju, GHANA

lkorodu and Aba Number of Employees 556

Activities Manufacture and marketing  Location Head office in Tema

of soaps detergents, health and Actvities Manufacture and

beauty products, etectncal goods and marketing of soaps tolletries,

nutntional products cosmetics, pharmaceuticals
electnical goods and nutritional
products
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KENYA

Number of Employees 292

Location Head office in Nairobi
Activibies Manufacture and marketing
of soaps, tolletries, medicaments and
househo!d products

UNITED ARAB EMIRATES

Number of Employees 12

Location Head office in Jebe! Ali
Freezone of Dubai

Activities Marketing and disinbution
of soaps and tolletnes

THAILAND

Number of Employees 532
Location Head office in Bangkek
Activities Manufacture and
marketing of soaps, tolletries and
dishwashing liguids

INDONESIA

Number of Employees 2 061
tocation Head office in Jakarta
Activities Manufacture and marketing
of spaps, toletnes, baby products,
powders, shampoaos and lotions

AUSTRALIA

Number of Employees 200

Location Head office in Melbourne
Activities Manufacture and marketing
of household detergents, bar soaps
and toilletrnies
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REPORT OF THE DIRECTORS | FINANCIAL HIGHLIGHTS

The directors submit their report and the
audited financial statements of the Group for
the year ended 31st May 2008

This year’'s Highlights™ at a glance
Revenue increased by 14% to £660 9 million from £577 9 million

Operating profit* increased by 15% to £76 4 million from
£66 2 milhon

Profit before tax before exceptional items increased by 12% to
£76 5 milhion from £68 3 million

Profit before tax after exceptional items increased by 13% to
£76 5 million from £67 9 milhon

Adjusted basic EPS* increased by 10% to 10 78p from 9 78p

A net operating charge of nil (2007 £0 4 millhon) for
exceptional items

Net debt** at 31st May 2008 of £32 0 million, following the
acquisition of The Sanctuary brand and spa, from net funds of
£60 3 milhon at 31st May 2007

Proposed dividend increase for the year of 10% to 4 70p
from 4 27p

tThe purpese of thaese financial highlights and following business reviews are to help stakeholders understand how
management analyse the development performance and position of the Group

* Before excepuonal items
**Net {debt) / funds above and hereafter 1s defined as cash shert-term depasits and current asset investments less borrowings
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Revenue (£m) 2008 2007
Africa 3091 2529
Asia 1160 107 2
Europe 2358 2178
Total 660 ¢ 5779
Operating profit (Em)* 2008 2007
Africa 336 261
Asia 102 98
Europe 326 303
Total 764 66 2
Net {(debt}/ funds (Em) 2008 2007
Cash at bank and in hand 204 212
Deposits 236 321
Current asset investments 03 128
Overdrafts (59) {32)
Loans due within one year {10 5) {2 6}
Loans due after one year {59 9) -
Net (debt) / funds (320) 603

FINANCIAL PERFORMANCE - OVERVIEW

Operating profit before exceptional nems rose by 15%

to £76 4 million {2007 £66 2 million} on revenue up 14% to
£660 9 million (2007 £577 9 mullion} This includes four
months of results from The Sanctuary which was acquired
at the end of January and has contributed £1 0 million to
operating profit and £6 3 million to revenue in the penod
The Sanctuary results, during the seasonally low trading
months of the year were in ine with expectations

Overall, all regions performed well in the year with Nigeria

in particular experiencing good top and bottom line growth
The Group performance was achieved despiie a continued
weakening of the US dollar and very significant increases in
the costs of most raw matenals and other input costs such
as utilities and fuel

FINANCIAL POSITION - OVERVIEW

The Group's balance sheet remains strong with only a small
net debt position of £32 million following The Sanctuary
acquisition earlier In the year The Group continues to fund
the majonty of its organic growth and capital investment
programme through cash generated from existing operations,
with the potential to borrow further amounts should the
nght investment opportunities anse

KEY PERFORMANCE INDICATORS

In terms of performance, the Group targets its regions on
delivery of operating profit in absolute terms as well as
delivening ongoing improvement in operating margins  Margin
Improvement initiatives continue in all markets to counter
further cosiincreases and the impact of the weak dollar

In terms of cashflow, the Group targets 1ts operating units
on delivery of cashilows i absolute terms as well as
improvements in working capital measures This 15 to offset
ongoing pressure on working capital due to growth across
all businesses
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FINANCIAL HIGHLIGHTS

MAJOR PROJECTS
Updates on major projects are
as follows

Construction of the new Innovation
Centre in Manchester, at a total cost
of £26 million, 1s on schedule Phase
one which 1s the upgrade and transfer
of the manufactunng facilities from
the existing manufacturing site 1s well
underway with the first production
now commenced at the new site
Transfer of the remaining production
will take place before the end of the
calendar year Phase two which s the
construction of a new research and
development centre together with the
transfer of the fragrance production
facdity from Ellesmere Port will be
completed early in 2008

Durning the year the Group announced
a major Investment programme {o
upgrade its Nigerian manufacturing
facilities to world-class standards
Phase one of the investment (known
internally as Project Unity)] will see
£18 milion invested in the upgrade of
the health and beauty production
faciliues which will relocate from our
central Lagos site at llupeju to our

08 Annual Report 2008 FINANCIAL HIGHLIGHTS

larger production site at Ikorodu just
outside Lagos This phase also
includes the upgrade of the logistical
and distnibution faciities at the llupeu
site to cater for the growth of the
electnicals business which 1s located
there Phase two will see £21 million
invested In upgrading the soaps and
detergents production facilities at the
Ikorodu site and at our site in Aba In
the east of Nigerna The investrment
programme has now commenced and
the total expenditure of £39 million
will be incurred over the next three
financial years

PEOPLE

During the year an Operational Board
was formed to support the Pl¢ board
in the operauonal management of
the Group's businesses and to enable
further growth opportunities to be
pursued The team comprises two
commercial Area Director roles and
six functional heads covenng HR
Finance Supply Chan, Innovation,
Corpaorate Services and New Business
Development The team 1s made

up of both internal promotions and
external recruits from a variety of
international companies



EXCEPTIONAL ITEMS***

Exceptional tems in the year totalled to
a net charge of nil to operating profit

in the consolidated income statement
comprising the following

Operating costs of £3 3 million In
relaton to a restructunng of the UK
business asscciated with the relocation
of manufacturing from the existing
site, made up of redundancy and other
associated restructuring costs

Qperating inceme of £2 1 milbon from
the sale of the UK manufacturing site
in Manchester

Operating costs of £4 4 million in
relation to a significant restructuring
of 1the Afnca businesses (Project Unity),
made up of redundancy and other
associated restructunng costs

Operating income of £5 6§ million from
a curtaiiment gain due to the closure

of the UK based defined benefit pension
schemes on 31st May 2008

***These items have been disclosed separately in

the Group s consolidated income statement while
a definition of exceptional items 1s given In note 1
to the financial statements

TAXATION
The effective tax rate before exceptional
items was 28 0% (2007 29 0%)

DIVIDEND

The board 15 recommending a dwvidend
increase of 10% for the year with a
proposed final dvidend of 3 625p {2007
3 27p) per share for a total ¢f 4 70p
{2007 4 27p)

OUTLOOK

Overall performance since the year end
has been tn line with expectations
although the Group remains consclous
of the external environment and in
particular

the continuing Increases in raw mater:al
and other input costs such as utitities
and fuet,

general global inflationary pressures
together with high interest rates and
the uncertain eccnomic situation n
the UK and the potential consequences
of reduced consumer spendtng power
and the impact on the major retallers

The Group believes 1t 1s well placed to
counter the above given that

a significant proportion of revenues
are derived from international markets
and in particular Nigeria, which

are much less affected by the global
credit crunch

our local brands for locat markets
strategy enables greater flexibility in
renovating product portfol:os to
support changing local conditions
our manufactuning 1s generally
located close to the market of sale
thus minimising the impact of nsing
transport costs

our strong balance sheet with a small
net debt funding position, together
with posttive cashflow still allows scope
to fund other growth opportunities as
they anise

In summary, the Group looks to the
year ahead with cautious optimism and
a continued focus on its strategy of
selected markets leading brands and
first class distnbution driven by a great
team of people
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AFRICA

Delivering the goods

With over 100 years' expernence of trading I1n
Africa we are proud of the knowledge of

local markets and consumers we have developed,
which has resulted in a strong portfoiio 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

In Nigenia, the poitical environment The soaps and detergents business During the year our Nigenan operations

remains stahle supported by rising oit periormed well with revenue ahead of were structured as follows

prices which have bolstered Nigenia s the prior year however profitabibity

currency reserves and which tegether remained at the prior year level dueto  « PZ Cussons Nigena Plc - listed on the

with continued inward foreign the significant increase in raw matenal Lagos Stock Exchange and 61% owned

investment provides an excellent costs Whilst selling prices have by the PZ Cussons Group The business

environment for economic growth risen, further detergent supply has segments within this operation are

During the year the Naira has come on stream from our competitors as follows

strengthened shghtly against the US providing for a more competitive *Soaps and Detergents

doliar which has helped mitugate market However the business remains +*Health and Beauty

further translation losses from the year well placed with a strong overall «Supply Chain and Distribution

on year weakening of the dollar portfolio caterning to the economy mid  * HPZ Ltd — the joint venture with Haier

aga:nst sterling and premium segments The overall manufacturing electrical goods and
market continues to evolve with the 74% owned by PZ Cussons Nigenia Plc
demand for the more traditional + Nutricima Ltd - the joint venture

economy products of laundry soap and with Glanbra manufactuning nutntional
bulk detergents declining as consumers  beverages and 50% owned by the
switch to the growing toilet soap PZ Cussons Group

and branded detergent ranges Dunng

the year, there have been a number

of new product launches including

Elephant Colour fabric detergent Jet

rmult-purpose detergent and Ava hiquid

arr freshener
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We are committed to the
manufacture and distribution of
soaps, detergents, tolletnes,
pharmaceuticals, electrical goods
and nutrittonal beverages in
Africa and have enjoyed continued
success over the past year
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AFRICA

The health and beauty business performed well in the year with revenue
and profitability ahead of last year. Growth has come from focus on the
core brands of Robb (medicaments}, Venus, Joy and Carex {personal care)

and Cussons Baby.

The success of this business comes
from focusing on traditional product
ranges, such as Robb, which are sold
nationally and on understanding
regional preferences with brands such
as Excel and Stella which are sold
predominately in the north of Nigena
A1 the same ume, preferences and
consumer appetites for more
sophisticated brands are developing
and product relaunches such as the
Venus haircare pan-African launch are
successfully catenng for these
requiremenis The health and beauty
business will be the first to benefit
from the capital iInvestment project
discussed earlier which will see the
manufacturing relocate on a more
efficient basis to our lkorodu site just
outside Lagos at the end of the
calendar year

Following the year end, the soaps and
detergents and health and beauty
businesses have been recrganised into
Personal Care and Home Care divisions
as part of the modernisation of the
Nigerian business As an example, this
will result in toilet soaps which are
currently managed under the soaps and
detergents division, being managed as
part of the new Personal Care dvision

Revenue and profitability of the
electricals business has grown year
on year as consumer demand for
such products continues to increase,
supported by an emerging middle
class who desire products both of a
funcueonal and an aspirational nature
The brand name Haier Thermocool has
continued to hive up to 1ts reputation of
affordable quahty and this 1s being

12 Annual Report 2008 BUSINESS REVIEW AFRICA

underpinned by the establishment of a
nationwide after-sales service capability
Growth has come across the core
product range of fridges, freezers,
alr-condoners and televisions, wath the
more recent launches of microwaves,
washing machines, water heaters,
DVD players and home theatre systems
performing well HT Cool World,
Nigeria s first world-class standard
electrical retail superstore which
opened in June 2007 has performed
wellin the vear and has captured a
further segment of the market with a
particular focus on premium products
Following the success of this
superstore, two further HT Cool Worlds
have opened just after the year end,
one in Nigena s capital Abuja and one
in Kano (the north’'s major city)

The nutrition joint venture has
continued to grow well with revenue
increasing year on year, benefiting
from this being the first full year of sales
from the core brands of Nunu, Coast
and Powerfist However profitability has
been affected by nsing milk costs
which increased throughout the first
half of the financial year although these
have started to decline towards the
end of the second half The business 1s
expected to move into profitability in the
second half of the new financial year
As previously announced, the second
factory will come on stream early in
2009 with a new range of products to
be launched in UHT format

In supply chain and distnbutcn,
there have been a number of initiatives
including

* Construction commenced of a
world-class standard distnbution centre
on the lkorodu site including a fully
automated warehouse system This will
facilitate the consolidation of stock
heldings at the central level allowang for
lower stock holdings to be maintained
at the 26 depot locations nationwide
Further partnerships with third party
transport providers to improve the
quality and reliability of transportation
of raw matenals from port to the
factonies and of fimshed goods from the
factories to the depots

Investment in processes and {T systems
to provide greater visibility of the
end-to-end supply chain

Further cutsourcing of non-core
manufacturing eperations to local third
party providers

»

Revenue and profiitability of the other
Afncan territories, Ghana and Kenya
were ahead of the prior year benefiting
from good local product ranges
together with the roll-out of pan-regional
praoducts such as Venus haircare In
addion sales of electneal products in
Ghana conunued to perform well The
Kenya business successiully recovered
from the political turmoil earty in the
year with little impact on performance




1 RELAUNCH OF VENUS RANGE

The Venus range compnsing haircare,
bodycare, toltetnes and facecare
preducts has been enhanced and
relaunched across our African network

2 ELECTRICAL SECTOR GROWTH

The electrnical sector has continued to
go from strength to strength with the
expanding range of products under our
strong Haier Thermocoo! brand

3 ELEPHANT COLOUR

The Elephant detergent range has
further expanded with the launch of
the new Elephant Colour detergent,

as we continue to respond to the ever
changing needs of our local consumers

4 DISTRIBUTION

Qur first class nationwide distnbution
network has been developed and
enhanced dunng the year through a
senes of iInvestment inniatives

5 MORE RETAIL OUTLETS

Following the success of our flagship
electrical store, HT Cool World in
Lagos, two further stores have recently
opened after year end i Abuja

and Kano

6 NUTRICIMA

Cur nutnional range of products,
including the brands Nunu, Coast and
Powerfist continue to deliver to the
growing nutntional market in Nigena
These brands are continually

being developed
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We have introduced a new water
saving technology called Aquasave’
which has been applied to both
laundry and dishwash detergents,
developed to deliver a high
performance clean for wash cycles,
like Economy and Fast Wash,

that use less water
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ASIA

Delivering everyday needs

A key feature of our Asian region Is our first class
distnibution 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 provide a
naturally balanced geographic portfolio This gives
good opportunity for growth whilst minimising the
nsk levels the Group is exposed to

In Indonesia sales and profitabnlity
were higher than the previous year
due to the continued success of the
Cussons Baby range which remains
the number one baby personal care
brand in the Indonesian market

This position has been strengthened
by the launches last year of the
Cussons Sahaja basics range and a
baby needs range including bottles,
plates and feeding spoons The other
brands of Impenal Leather and
Extreme continue to perform well The
nationwide depot network which
provides distributicn to over 100,000
outlets remains a valuable asset to
support the business growth
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ASIA

In Australia, the market for branded detergent products has
become very competitive over the last few years following
the introduction of private label ranges by the two retailers who
account for the majority of the trade

Despite the trading environment
conuinuing to be competitive sales and
profitability were higher than the

prier year due to continued innovation
across the brand portfolio of Radiant
and Duo (clothes care) Morning Fresh
{dishwash) and Pure [personal wash)

A major innovation launch in the year
was Aquasave which 1s a new
technology that allows the cleaning
cycle to be as effective using shorter
washes and therefore less water in

a country which faces continuing
pressures on its water resources This
innovative technology has been utilised
effectively in both fabne care and in
dishwash Further margin improvement
initiatives were launched in the year

to counter the ongoing Increases in raw
matenal costs which have particularly
affected the detergent category

Sales and profitability of the other Asian
units Thailand, Malayssa and the
Middle East, were at a similar level

to the prior year
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1 SAHAJA BASICS RANGE

The Sahaja basics range, consisting
of soaps lolions, talcum powder and
shampoos are a range of baby
products that cater for the essential
needs of the consumer in therr

local market

2 MORNING FRESH WASHING-UP LIQUID
Morning Fresh is a popular global
brand which 1s marketed differently
across our regions (o suit local needs
The Austrahan brand has recently
re-launched Mcrning Fresh washing-up
liguids using a new packaging design

3 THAILAND INNOVATION CENTRE

The Thalland Innovation Centre for Bar
Soaps 1s now helping to service the
bar soap requirements of the Group

4 BABY NEEDS RANGE

The Baby Needs range includes
baby utensils such as bottles, bowls,
soothers and teats

5 RADIANT AQUASAVE

Radiant Aguasave IS a \nnovative
product that helps to use less water
in the clothes washing process

6 MORNING FRESH AQUASAVE
Following on from the success of

the Radiant Aquasave, this new water
saving technology has also been
implermented into dishwash products
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The Sanctuary business represents
an excellent strategic opportunity
for PZ Cussons, giving a greater
presence In the masstige segment
of the UK's personal care market
through an established and well
respected brand
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EUROPE

Delivering innovation

Our desire to grow our leading brands to category leading
positions has resulted in innovative new product development
as well as significant activity in brand renovation, with product
relaunches and the introduction of innovative new variants,
iIncluding special imited editions, In the competitive European
market During the year The Sanctuary brand and spa were
acquired to enhance the European portfolio

In the UK, trading has been strong wth like for like
revenue {excluding The Sanctuary) up 8% versus
the prior year This growth has been achieved
through continued focus on rencvating the brand
portfolios and detivering products that meet the
needs of UK consumers

All the UK brands performed well in the year, with
the business extending 1its number one market
share position In the personal wash category

The largest brand of the UK business Impenal
Leather had another successful year with a
Huggable, Snuggable Skin media campaign
reinforcing the brand's credentials of family and
luxury In the last few months, the entire Impenal
Leather range has been relaunched with a fresh
new look and exciting new fragrances The range
has also been extended through the launch of a
new product concept called Impenal Leather Skin
Bliss This range features innovative ‘moisturedock’
technology that moistunses skin in a completely
new way by cleansing without strnipping the skin of
its natural olls

Carex continues te be the UK market's number
one ant-bacternal handwash with luigh consumer
loyalty to the brand Recent extensions to the
range such as antr-bacteral wipes and waterless
hand gels are performing well The brand
continues (o be supperted through specific media
exposure both on TV and in magazines

Onginal Source was the UK market s fastest
growtng brand in the personal wash category last
year The brand 5 image 1s based upon its natural
fragrances with its target consumers those who
are looking for a cool and funky experience The
recent range extensions of skin food in pouches
and bath milk have strengthened the brand's

image and have demonstrated the brand s stretch
potential using innovative formulations and
packaging The brand has been supported in the
year with ‘short burst TV advertisements together
with non-traditional forms of support such as
sponsorship of extreme sports events Further
extenston of the portfolio will take place over

the next few months with the launch of a new
men's range of products

In haircare, the Charles Worthington brand has
maintained 1ts number two position tn the
professienal haircare category by delivering high
quality affordable haircare products to UK
consumers through the major retailers The core
Results’ range of shampoos and conditioners
including the successful Takeaway minature
products 1s complemented with other haircare
products In aftercare and styling An exciting new
range of products called 'Time Defy will be
launched over the next few months introducing
further innovation into the category

The Sanctuary brand and spa, purchased in January
2008, has continued to perform well under the
Group's ownership Approximately two thirds of
revenue and profits are derived from product
sales out of Boots the sole UK distnbutor, with
the balance ansing from The Sanctuary Spa in
Covent Garden, London

A post-acquisiion review of the business has
confirmed the exciting growth potential of

The Sanctuary which will come from three areas
the UK products business, internattonal product
sales and the spa division The majonty of the
management team and staff at The Sanctuary's
head office in Hemel Hempstead have been
retained with the spa at Covent Garden continuing
to run as an independent site
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EUROPE

The UK products business of The Sanctuary has a strong pipeline of new
product development both across the core ‘Spa Essentials’ range and
the speciality ranges such as ‘Signatures’ which has just been refreshed

with new themes and fragrances

In addition, skincare 1s identified as

an area with good growth potential
Internatwonal sales of The Sanctuary
products whilst small at present

also have good growth potential in the
medium term with distribution
agreements already established in the
US, Canada and centain Asian territones

The spa in Covent Garden continues

to be run well and profitably with the
64 000 visiters a year at or around
maximum capacity with the spa itself an
excellent source of wdeas and product
innovation The management Is currently
considering whether it 1s appropnate
to introduce other spa locations mn the
UK to extend the reach of The Sanctuary
spa experience to consumers outside
London in the meanume a spa
roadshow will tour major UK towns
thuis summer to premote the brand

and to allow consumers to expernence
The Sanctuary treatments

As discussed earlier, the new
Innovation Centre in Manchester ts
on schedule with the production
facility to be completed by the end of
the catendar year and the fragrance
and research facihity to be completed
early in 2002 Whilst the surplus sites
at Elesmere Port and Nottingham
remain on the market, given the current
economic situation 1t 1s not now
expected that these will be sold In
the next financial year

As a final stage of the modernisation
of its UK facilities, the Group recently
announced that it will move its head
office to Manchester Business Park
adjacent to Manchester Airport with the
new butld, to be occupted on a lease
hasis, scheduled 10 be completed in
spring 2010
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Finally in the UK the Group completed
the closure of its three UK based final
salary pension schemes on 31st May
2008 as part of the modernisation of 1ts
reward packages

In Poland sales of the two key
brands ‘E and Luks)a were ahead of
last year in a very competitive market
During the year, the "Uroda brand
which comprised a range of traditional
skincare products, was sold with the
sale proceeds being reinvested in the
core brands of E and Luksja The 'E
range was renovated in the year with
new products launched across fabric
detergents fabric conditioners and
household cleaning products The
Luksja range of bar soaps and shower
gels continues to increase 1ts market
share through innovation such as the
introeduction of the successful limited
editions concept that has worked
wellin the UK

In Greece, sales were ahead of last year
due to continued focus on the product
range which was rebranded in the
year under the Minerva master brand
The range of olive and other seed olls
together with fats and spreads provides
Greek consumers with a vanety of
functonal and indulgent products under
a brand name that they know represents
local gquality Duning the year, a small
local butter brand was purchased to
strengthen the overall portfolio



1 IMPERIAL LEATHER IDENTITY

The entire Imperial Leather range has
been relaunched with a fresh new look
and exciting new fragrances

2 SKIN BLISS

Skin Bliss shower creams have recently
been launched They contain a new
innovative moisture-lock technology
that adds a new dimension to the
personal wash market

3 ORIGINAL SOURCE SKIN FOOD
Onginal Scurce has had an exciting
year with the launch of a number of
new product ranges, including the
skin food range

4 CAREX HAND GEL

The Carex range has expanded through
the introduction of Carex hand gels
These waterless anti-bactenal hand gels
are instantly drying and are 1deal for use
on the go, catenng for the increasingly
busy lives of our consumers

5 LUKSJA

The popular Luksja brand 1n Poland
has expanded through the use of
himited edition fragrances across its
product range

6 MINERVA BUTTER

Minerva Butter was launched during
the year under a brand name that
represents quabty
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FUTURE PLANS

Delivering for the future

The Group operates In 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 mitiatives which we believe will help
the Group capitalise and reinforce 1ts strong position as well as helping us

deliver our targets for profitable growth

The Personal Wash Innovation Centre
based in Manchester 1s currently in
the course of construction This centre
will be the forefront in tnnovation in
research and development in the
personal wash sector

Phase one, the transfer of production
from the existing manufactunng site, 15
well under way with production now
commenced at the new site This phase
1s on schedule 10 be completed by the
end of the calendar year

The second phase, which s the
construction of the research and
development centre and the transfer
of the fragrance production facility
from Ellesmere Port, will be completed
early in 2009
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Our investment in Nigeria 15 continuing
with the commencement of a £39 million
Investment programme to upgrade

the Nigenan manufacturing faciities over
the next three years, bringing them
in-line with the latest manufacturing
technology and systems This will

add to our manufactunng capacity and
efficiency in Nigena

The secend factory to preduce
nutntional products as part of the joint
venture with Glanbia, will come on
stream early in 2009 with a new range
of UHT format products This wil
enable us to increase our supply to the
growing nutritional markets in Nigena




INNOVATION CENTRE

The innovation Centre will be the forefront
in novaton In research and development in
the personal wash sector

AGECROFT

The new world-class personal wash
manufactuning facility based in Manchester wi!l
be compteted by the end of the calendar year

FACTORY INVESTMENT [N NIGERA
The Group 18 continuing to invest within
Nigena upgrading ts manufacturing facilives
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Delivering change

As part of our long-term people development plan, we have identified the
core values that we believe are embedded in our culture Our values can be
found across the Group in every operation

Our values provide a framework for staff and ultimately for 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 right, not merely what 1s expected We act with openness,
integrity and trust We ask for help, admit to our mistakes and put things night

Networking. \We are one company across all functions and geographies We
work towards a common goal through 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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CORPORATE SOCIAL RESPONSIBILITY

Delivering responsibly

Corporate social responsibility {CSR) comprises

the recognition by a business of how 11s activities impact
upon its stakeholders {including its shareholders customers,
suppliers and employees), the wider community and the
environment, and

the regulation of those activities 1o ensure that consistent
with sustainable business and development they have a
positive impact on society

The principles of CSR are closely aligned with the values and
culture of PZ Cussons They are considered by the board

to be integral to how the Group conducts its operations and
key to the results which the Group has delivered In the past
and to its continued success and development in the future

PZ Cussons 1s committed to conducting 1ts business with
integrity and with care insofar as the social and environmental
impact of our activities 1s concerned We aim to make a
positive iImpact on society through the products which we
produce and sell through the way in which such products
are manufactiured and packaged and through the contributions
which we make to the communities in which we operate

This report sets out how PZ Cussons demonstrates CSR
under the following headings

The envircnment

Health and safety

Provision of ‘everyday good quality, affordable products’
Employment and development of our peaple

Business conduct

It also addresses our aspirations in respect of future
reporting of CSR matters and a review of the wider benefits
of the Group s CSR projects and policies
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THE ENVIRONMENT

PZ Cussons 1s fully committed to playing its part to protect
ang preserve the erwironment for the benefit of its employees
customers and the public at large The Group ensures that it
complies with environmental laws and regulations and
continues to identify the ways in which its operations impact
upon the environment and to find effective ways to reduce
that impact In parucular, the Group recognises climate change
as a global challenge for alt businesses and for society in
general PZ Cussons 1s committed to contributing to the fight
against chmate change, not only in our manufacturing
operations and supply chain but also 1a the wider arena of
product design and use

The UK Innovation Centre 15 a flagship for the Group in respect
of environmentally sensitive manufactunng processes and
the Group worked closely with the Environmental Agency in
respect of s design and construction As part of this process
there has been significant focus on the extent to which
waste can be reduced within manufacturing processes and
the output and learning from snitiatives undertaken at other
UK facilities in respect of effluents packaging waste and water
usage have been incorporated into the Centre's design

Throughout the year, we have embarked an a number of
projects and inibatives to combat the effects of chimate
change and to reduce the impact of the Group's operations
on the environment, as follows



ENERGY USAGE
Within our business and supply chain we are working to
counteract chmate change on two fronts

Through reducing the energy we use
Through explonng and utiising alternative energy sources

Significant recent initiatives in reducing energy use include

The closure of outdated manufactunng sites and the transier

of production to more efficient sites Examples include the

establishment of a new soap factory in Thailand to replace

older, less energy efficient facilittes in the UK and Austraha

In both the UK and Poland we have rationalised the three

different sites in each location into one increasing the

overall efficiency

Choosing to invest in state of the art manufactunng facihties

in our Nutritton business i Nigena

Qver the last two years the development and implementation

worldwide of a soap manufactunng process which uses

less energy per tonne of scap manufactured

A Group inttiative to move 1o more locally sourced raw

maternals and so decrease freight usage Examples to date

mnclude

* local sourcing of packaging materials in Nigena

« local sourcing of palm cil in Ghana

« retention within the UK of manufaciuring of personal care
and household lquids for the UK market, rather than
sourcing from overseas

+ the deployment of modern technology within the new
Innovation Centre in the UK ranging from the innovative
use of recycled water to motion-sensitive ighting

The Group recognises that it can reduce both its carbon
footprnint and energy consumption by exploring and utihsing
alternative energy sources The most significant project in
this area over the last two years has been focused on Nigena
which accounts for a significant proporuon of the Group's
manufaciuring output There has been significant investment
in ptant and machinery to enable power generation from
gas rather than oif resulting 1n a reduction 1n energy usage
and the move 1o a greener fossil fuel

In addimion to the above initiatives, each operating unit within
the Group 15 continually reviewing energy usage, looking
for ways to reduce energy use and assessing alternate
energy sources
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CORPORATE SOCIAL RESPONSIBILITY

PRODUCT DESIGN AND USE
We also work to reduce the impact of the Group’s operations
on the environment by

* Optirrusing product design
* Opumising product use

Recent examples of optimised product design include

* The incorporation of more environmentally frnendly packaging
in new product development, such as ‘Doy packs or
pouches , including being the first to launch these to the
mass market in the UK

* The review and reduction of outer case packaging in the UK

* The manufacture and sale of Carex and other handwash
refills in the UK and Australia so as to prolong the lifetime
of dispensers

Sigruficant recent iniiatives in optimising product use include

« Use of iInnovative water saving technology Aquasave in
Australia which has been used in laundry and dishwasher
detergent and uses less water per wash

* Introduction of more environmenially fnendly electneal goods
in Africa
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HEALTH AND SAFETY

PZ Cussons 1s committed to maintaining a safe workplace at
all locavons in which 1t operates The board regards this as

a fundamental business responsibility and reviews health and
safety matters on a regular and frequent basis to contnue to
ensure that business actmities are undertaken in a responsible
manner and in accordance with the relevant statutory
legislation and that employees at all levels participate in the
development promotion and maintenance of a safe and
healthy working environment for all

The roll-out of our World Class Manufacturning programme
has ensured that our factores are enjoyable and safe places
to work |n particular, manufacturing processes at the
Innovation Centre have been designed and implemented to
mimimise manual handling and eliminate other potential
health and safety 1ssues at source

The Group employs health and safety specialists and, where
appropriate, provides on-site medical facihties for employees
Standards of health and safety at work are continuously
monitored and improved through regular risk assessments,
safety audits, formal accident investigation and traiming

EVERYDAY, GOOD QUALITY, AFFORDABLE PRODUCTS

Cne of the Group's core strategic principles s to develop
leading brands which are particutarly suited to local needs
and tastes The introduction of everyday, good quality,
affordable products enhances the qualty of the lives of
consumers particularly in developing countnes

The provision of soaps and cleaning products into countnes
such as Nigena, Kenya Ghana and Indonesia has significant
benefits in terms of the hygiene and health of the local
population In addition PZ Cussons is proud to provide a
range of nutntional milk products in Afnca through its
Nutricima joint venture with Glanbia ple The first preducts
were launched two years ago since winch ume the product
range has been significantly expanded

In addion

The Group provides a range of basic personal and household
products which offer value for money and are made widely
available in all the terntones in which we operate

In 2007 the Group launched an affordable good guality
‘Basics baby products range in Indonesia under the brand
Cussons Sahaja

The Group has intreduced electnical gocds customer care
centres to provide after-sales service in Nigeria

The Minerva Benecol range of products has been successfully
introduced in Greece to actively reduce cholestero!

It 1s imperative to PZ Cussons that the products which we
supply are safe Human safety assessments for personal
care products are conducted under the Cosmetic Products
Directive in Europe and relevant leqislation in other areas

of operation The Group also operates to strict internal rules
relating to labelling and packaging requirements and, in
particular, product safety including the use of raw matenals
(in respect of which we work with frade associations and
relevant professional advisors to ensure that all materals meet
our own safety thresholds)

ANIMAL TESTING

None of our products are tested on animals We support
the development and acceptance of alternative methods
which reduce or replace the use of anmals 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
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CORPORATE SOCIAL RESPONSIBILITY

EMPLOYMENT AND DEVELOPMENT OF OUR PEOPLE

PZ Cussons places great emphasis on —and commits
significant expense to — the employment and development
of local employees who are involved at all levels of
decision-making throughout the Group This 1s particularly
important to us given our presence In a number of developing
countries and we believe that the training, development and
suppoert of our employees 1s of direct benefit to ther wider
communities as well as to the performance of the Group rtself

A key element of the Group's appreach in this respect 1s the
creation of a performance-dnven culture which supports
motivated people who are passionate about our future and
which aligns staff to the Group's values of

Courage
Accountability
Networking
Drive
Orneness

During 2008 we employed approximately 9,000 people
weorldwide and we are committed to the development
training and fair treatment of all staff This ts embodied or
reflected 1in

The introduction over the last few years of graduate
development schemes in selected developing world
terntories These schemes include extensive formal and
informal training

Employees of all grades having the opportunity for tramning
through a wide range of courses over the last year

The high standard of working conditions throughout the
Group ~ the Group has invested significantly dunng the
period in 1ts premises in a number of developing countries
to ensure that local employees have a good working
environment which 1s conducive to productive work In
particular, PZ Cussons 1s one of the largest listed companies
in Nigeria with a high reputation as an employer of choice
Continved roll-out of a group-wide incentive programme from
senlor management to factory level

The UK business recewving an Investor in People award and
an award for North West business of the year for the second
year running

The employment policies of the Group embody the principle
of equal opportunity respective of age, race religion, colour,
sex or marital status which 1s fundamental to the way in
which the Group conducts its business The Group s policies
also include procedures to ensure that disabled persons

are farrly considered for employment and subsegquent training
and career development
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As part of the ongoing review of staff welfare and benefits
the Group also makes availlable to all UK employees an
Employee Assistance Programme (EAP) The EAP 1s a 24 hour
phone helpline which s avallable to employees should they
wish to discuss any 1ssues, personal or work related, in
confidence with a trained professional The objective of the
EAP 1s to assist in the identification and resolution of the
various problems, strains and 1ssues which everyone faces
from time to time and which can affect waork perfermance

BUSINESS CONDUCT

The Group also ensures that decisions in respect of its
operations take due account of the potential effect on the
wider community and environment We expect employees
to operate to high ethical standards in all their business
dealings and this 1s reflected in the Group s own stance on
business ethics PZ Cussons has no involvement whatsoever
in the use of child labour or forced labour in any of its
businesses and audrts any new suppliers to ensure that they
comply with the Group's standards on this 1ssue

During the penod, the Group has also established new
procedures to enable employees to voice any concerns which
they might have in respect of business practices throughout
the Group The “Speak Up’ policy allows employees 1o
report any suchssues confidentially and without fear of
recnmination, through a telephone hotline and online facility
provided by a third party expert "Speak Up” 1s being rolled
out through the Group to ensure that any allegation or concemn
of malpractice {including concerns over breaches of health
and safety cnminal activity or fraud and breaches of tocal laws
or environmental regulations) are brought to the attention of
the board and addressed at the earkest opportunity

DEVELOPMENT OF CSR REPORTING

Corporate social responsibility 1s acknowledged and
promoted at the highest level at PZ Cussons and the board
has reviewed and {ully endorsed this CSR statement The
board also recognises, however, that the ways in which 1t
monitors and manages the impacts of its activities are
evolving and 1t 1s committed to establishing procedures 1o
improve this process Equally, the board 1s committed to
further developing the ways i which it reports on these 1ssues
1o its stakeholders and to providing information, particularty
tn respect of environmental 1ssues, against an increased
number of key performance indicators

FINANCIAL PERFORMANCE - BENEFITING SHAREHOLDERS,
EMPLOYEES AND THE WIDER COMMUNITY

The board's commitment to the principles of CSR reflects its
view that it 1s iIncumbent on leading companies to make a
positive coninbution to society through their actvities The
hoard also believes, howevar, that socially responsible
conduct 15 value enhancing for its shareholders and other
stakeholders In particular, the board recognises the potental
benefits which may be derived where its CSR activities are
aligned to the concerns and demands of 1ts customers and
the Group listens to and takes account of these concerns in
shaping 1ts business strategies and practices The board also
recognises that companies are subject to increasing
regulatton particularly in respect of environmental 1ssues,
and that the pursuit of a proactive CSR policy reduces the
risk of adverse regulatory action

The financial performance of PZ Cussens has a positive impact
in all terntories in which it operates Duning 2008 revenue,
profit and earrungs per share for PZ Cussons were up on the
previous year by 14% 12% and 10% respectively and this
financial performance has generated benefits for our
shareholders, employees and wider stakeholders

Specifically in 2008 we

Paid our 9 000 employees £70 million in salaries plus

£7 million to provide post-employment benefits all of which
supports the local cormmunities in which thay hve and in
which we operate

Distributed £18 million as dvdends of which a significant
propartion was then gifted to charity from the Zochonis
Charitable Trust

Supported local econornies with £23 million paid to
governments in taxes and social secunty excluding sales
and value added taxes generated on our products

Provided worldwide income of more than £350 million to
supphers of raw matenals (a greater proporuon of which were
local suppliers) helping to sustain their businesses
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SUMMARY
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Delivering the goods

With over 100 years expernience of trading
in Afnca we are proud of the knowledge of
local markets and consumers we have
developed which has resulted in a strong
portfalio of local brands

Delivering everyday needs

A key feature of our Asian region 1s our first
class distribution network in emerging
markets, which enables us to deliver our strong
brand ranges efficiently respanding quickly
and appropriately to local needs

Delivering innovation

Qur desire to grow our leading brands to
category leading positions has resulted in
innovative new product development as

well as significant activity in brand renovation
with product relaunches and the introduction
of innovative new vanants

Delivering for the future

The Group operates in a vanety of markets,
including mature markets as well as
emerging excting vibrant markets offering
potential for future growth

Delivering change

As part of our long-term people development
plan, we have identified the core values

that we believe are embedded in our culture
Qur values can be found across the Group

n every operation

Delivering responsibly

PZ Cussons is comrutted to conducting 1ts
business with integnty and with care insofar
as the social and environmental impact of
our activities 1s concerned We aim to make
a positive impact on society through the
products which we produce and sell
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REPORT OF THE DIRECTORS CONTINUED

Principal activities

The pnncipal activities of the Group are the manufacture and distnbution of soaps detergents toldetrtes pharmaceuncals electrical goods
edible ails and nutritonal products The subsidiary undertakings and joint ventures principally affecting the profits, habilities or assets of the
Group are hsted i note 32 of the consolidated financial statements

Dividends

The directors recommend a final dividend of 3 625p (2007 3 27p) per ordinary share to be paid on 1st October 2008 to erdinary shareholders
on the register at the close of business on 22nd August 2008 which together with the intenm dividend of 1075p {2007 100p) pard on
17th Apnl 2008 makes & tota! of 4 70p for the year (2007 4 27p)

Political and charrtable contributions
Chantable contnbutions in the Umited Kingdom during the year amounted to £50 000 {2007 £50,000} No pohtical contnbutions were made
{2007 nil)

Research and development

The Group maintains in-house facihties for research and development in the Urited Kingdom Poland Indonesia West Africa and Australia
in addition research and development 1s sub-contracted to approved external organisations Currently all such expenditure 1s charged agaimst
profit In the year in which 1t 1s mcurred, as 1t does not meet the critena for capitalisation under IAS 38 Intangible assets

Paymant of suppliers

The Group does not follow any code or statement on payment practice Itis the respons:bility of the management of each operating unit
within the Group to agree appropniate 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 centracts The creditor days are disclosed in note 12

Employment of disabled persons
Durning the year the Group has maintained its policy of providing equal opportunities for the appropriate employment traiming and development
of disabled persons

Employee information

The Group recogmises the benefis of keeping employees informed of the progress of the business and of invalving 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 local management working with local employees in ways which sunt therr particular needs and environment wiath the active encouragement
of the parent organisation

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 1s aware there 1s no relevant audit informauon {as defined by the Companies Act 1985) of which the company s
auditors are unaware

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

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

Duning the year Deloitte & Touche LLP resigned as auditors and PricewaterhouseCoopers LLP was appointed to fill the casual vacancy
PricewaterhouseCoopers LLP has signified its willingness to continue in office and a resolution for its appointment will be proposed at the
forthcoming annual general meeting

Enhanced Business Review

The funcuonal performance of the Group along with an analysis of KPls 1s prowided on pages 6 to 21 The additional information required to
be disclosed in the Enhanced Business Review 1s shown below
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REPQORT OF THE DIRECTORS CONTINUED

Principel risks and uncertainties facing the Group
The Group s business activittes financial condition results of operations or the company s share price could be affected by any or all of the
following risks or uncertainties

Pohitical and econormic stability

The Group conducis a significant portion of its operations outside the UK in developing markets which have an increased nsk of political
and economic instability, however the Group has a diverse geographic portfolio in order to help mitigate the rnisk that could anse in any one
parucular terntory

Foreign currency and treasury nsk

The international range of the Group s actvities gives rise to both transactional exchange rate risk and translanon exposure when the results
assets and habilities of foreign subsidiaries are translated into stering The Group reguires its operating units to hedge their matenial transaction
exposures on sales and purchases conducted in currencies other than their functional currencies The Group s main forergn curiency exposure
relates to US dollar trade balances

The Group does not actively hedge 11s translation exposures as these are of an accounting rather than a cash nature, however the internationa
spread of the Group s operations itself reduces dependence on individual currencies

The Group maintains a centralised treasury function which operates on a non-speculative basis in accordance with policies and procedures
approved by the board of directors The aim of this function 1s to mitigate the effects of any adverse movements in exchange rates and
nterest rates on the Group's financial results

Raw matenals

The Group s profitability depends on the cost of raw matenals from around the warld which exposes 1t to pnce and supply flucluation Key
itemns such as orls and fats packaging matenals and energy are subject 10 fluctuations in pnce and avalabilly The Group does take measures
to protect against the short-term impact of these fluctuations and shortfalls however fallure to recover higher costs or shortfalls in availlability
could have a negative impact on profits

Directors
Mr S J N Heale was appointed a non-executive director on 1st January 2008

MrJ D M Smith retired from the board as a non-executive director on 31st May 2008

Executive directors at 29th July 2008

Mr A J Green

Chairman (age 57)

He jomed the company in 1975 and was appointed to the board in 1990 becorming Chatrman in 1993

Mr A G Calder
Deputy Chairman (age 61}
He joined the company in 1996 and was appointed to the hoard tn 1988 becoming Deputy Chairman in January 2008

Mt G A Kanellis
Chiet Executive {age 43}
Was appointed Chief Executive in June 2006 He joined the company In 1993 and was appointed to the board in 2003

Mr C G Dawvis
Regional Director — Afnca (age 46)
He joined the company in 1993 and was appomnted to the board in 2006

Mr B H Leigh
Finance Director {age 37}
He joined the company in 1997 and was appointed to the board 1in 2006

Mr J Pantelireis
Supply Chain Director {age 54}
He joined the company In 1980 and was appointed to the board 1n 2005 having he!d a number of senior positions with the Group
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REPORT OF THE DIRECTORS CONTINUED

Independent non-executive directors at 28th July 2008
Mr D W Lews (age 63)
A former partner of Addleshaw Goddard Appointed to the board in 2004 Mr Lewis 1s the senior non-executive director

Professor J A Arnold [age 64)
A chartered accountant and Chairman of Manchester Business School Incubator Lirmited He was previously director and dean of Manchester
Business School Appointed to the board in 2007

Mr S 4 N Heale (age 55}
A chartered accountant and Chief Executive of CHINA NOW Appointied to the board in 2008

MrJ T J Steel (age 48)
A chartered accountant and Managing Director of Corporate Finance at Arbuthnot Securities Apponted to the board in 2006

As non-executive directors Professor Arnold and Messrs Lewis Heale and Steel do not have service contracts Details of the letter of engagement
ratating to each are set out under the heading service contracts within the report on directors remuneration

Under the company s Aricles of Association, all directors are subject to retirement by rotation and to re-election by shareholders at intervals
of no more than three years and any director who 15 appointed dunng the year 1s required to reure and seek re-election at the next annual
general maeting Mr S J N Heale was appointed a non-executive director on 1st January 2008 and, accordingly will revre as a director at
the 2008 annual general meeting and, being eligible offers himself for re-election The directors retinng by rotatton are Mr G A Kanellis
Mr J Pantelirers and Mr J T J Steel each of whom being elgible offer themselves for re-election

The evaluaton of the board as reported within the report on corporate governance concluded that each of the directors offering themselves
for re-election continue to demonstrate effectiveness and commitment to their particular roles and the re-elect:ion of each i1s accordingly
recommended by the board

Directors’ interests
The directors interests in the share capital of the company at 31st May 2008 together with therr interests at 1st June 2007 are detalled below

Ordinary shares

2008 2007
Beneficial Number Number
A J Green 62,403,690 62 403690
G A Kanetiis 101,767 84 710
J A Arnold 7,850 3984
A G Calder 452,560 409180
C G Davis 157,380 107 030
S J N Heale 8,000 -
B H Leigh 45,999 36830
DW Lewis 40,000 25000
J Pantelireis 77,000 77.000
JTJ Steel 24,750 10 000
Total 63,318,996 63 157 424
Non-beneficial
A J Green 6,926,080 6,926 080
A G Calder 69,442,170 69282170
Total 76,368,250 76,218250

Notes

1 The figures in the tables do notinclude 2 130 236 (2007 3 913 299) ordinary shares purchased by the ESOT (Employee Share Option Trust)
at 31st May 2008 The ESOT 1s a discretionary trust under which the class of beneficianes who may benefit compnses certain employees and
former employees of the company and 1ts subsidianes 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 to executive directors of the company {excluding the Chairman)
under the deferred annual share bonus scheme details of which are given in the report on directors’ remuneration Accordingly those executive
directors are included in the class of beneficianes and are deemed to have a beneficial interest in all the shares acquired by the ESCT

2 The figures in the tables do notinclude 5 822 822 (2007 6 864 539) ordinary shares granted as options under the executive share option
scheme at 31st May 2008 Further detals 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
dunng the year in shares or debentures of any subsidiary company There were no contracts of significance subsisting dunng er at the end
of the financial year with the company or any of its subsidianes in which a directer of the company was matenally interested

During the year, the company maintained hability insurance for its directors and officers
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Other substantial interests
The register maintained by the company under section 808 of the Companies Act 2006 disclosed the following interests in the shares of the
company held at 29th July 2008

Number of

shares %
J B Zochonis 60,619 580 14 14
Zochonis Charitable Trust 49 515,040 1155
Mrs C M Green Settlement 20 328 280 474
J B Zochorus Settlement 19927130 465
Sun Life Deferred Distnbution Fund 13 556 860 316
M & G Global Basics Fund 13 287 401 310

Annual general meeting

The company s annual general meeting will be held at the Lowry Hotel 50 Dearmans Place Chapel Wharf Manchester M3 5LH at 12 noon
on 29th September 2008 The resolutions that will be proposed at the 2008 annual general meeting are set out In the separate Notice of
Annual General Meeting which accompanies this Annual Report and Financial Statements

Purchase of own shares
No shares were purchased dunng the perod from 1st June 2007 to 29th July 2008 {2007 nil} other than the acquisttions undertaken by the
ESOT (see note 26)

By order of the board of directors

/S On

B H LEIGH
Company Secretary
28th July 2008
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This report has been prepared in accordance with the Directors Remuneration Report Regulations 2002 and satisfies the requirements of
the Listing Rules of the Financial Services Authonty A resolution to approve the report will be proposed at the annual general meeting

The table on directors remuneration and sections on the deferred annual share bonus scheme the executive share option scheme and
directors’ pension benefits constitute audited information

Remuneration committee
The members of the committee dunng the year were Professor J A Amold and Messrs S J N Heale (appointed 1st January 2008} D W Lewis
J D M Smith (Chairman until retirement on 31st May 2008) and J T J Steel (member during the year and appointed Chairman on 31st May 2008}

The members are all non-executive directors of the company They are independent and have no conflicts of interest and no day-to-day
involverment In running the business The remuneration of the non-executive directors 1 determined by the executive directors The commitiee
was advised dunng the year by Hewitt New Bndge Street London in relation to salary levels the deferred annual share bonus scheme the
execulive share option scheme and the new performance share plan detadls of which are set out on page 40 and in the separate circular to
sharehalders which accompanies the Annual Report and Financial Statements

Policy on executive directors’ remuneration
The employment conditions, pay and benefits are intended to reward and motivate directors in @ 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

Going forwards, the elements of the remuneration package will be as follows
* Basic salary and benefits
* Parucipation in the deferred annual share bonus scheme

* Subject to shareholder approval at the AGM, for 2008 onwards directors will no longer participate in the executive share option scheme
but wilt participate 1n the new performance share plan

* Pension benefits

Dunng the year the commrttee reviewed the remuneration packages of the executive directors and other senior executives, with the assistance
of Hewitt New Bndge Street to ensure that they remaned competitive In line with best practice and appropnately structured to incentivise
management to contimue the company s excellent performance The review found that in general, total remunerauon levels were below
market and that the packages had a lower weighting on vanable pay than the norm To deal with these 1ssues the committee restructured
the packages to position them around market and with a higher proportion of vanable pay This encompassed

= Setting basic salaries at more compeutive levels
* Increasing the annual bonus potential

* Introducing a new performance share plan

» Introducing a shareholding guideline

» Restructuring pension provision

Basic salary and benefits

Salaries are reviewed annually by the remuneration committee The review takes account of mdmwvidual performance company performance
external surveys and remuneration levels in a range of companies of broadly comparable size and geographical spread

Going forwards the salary review date will move from 1st January to 1st June Following the review of salanies on 1st January 2008 there will
be no further review of basic salanes untl 1st June 2009

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

Pension

Up to 315t May 2008 executive directors partigipated in a defined benefit scheme which provided benefits of up to two thirds salary {subject
to a scheme specific earnings cap) dependant s pensions and lump sum payments in the event of death in service In addition, capped
executives paruicipated in an unfunded arrangement and executives contributed 7% of salary

Following a review of pensions with the company from 1st June 2008 there will be no further service accruals under this scheme and
instead executive directors will receive a contribution of 20% of salary 10 a defined contnbution scheme subject to an employee contrbution of
5% of salary For executive directors who have exceeded the hfe tme allowance they are entitled to a cash payment in lieu of employer
pensien contributions
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Deferred annual share bonus scheme

The Group has in force a deferred annual share bonus scheme for main board executive directors (excluding the Chairman) and certain key
senior employees For 2007/08, the award of a bonus to a maximum of 50%* of basic salary {(with 40% payable at target} was dependent
upon the achievement of profit before taxation targets and was payable 50% in cash and 50% in deferred shares

For 200B/09 the bonus plan has been modified to increase the potential bonus and to provide a greater mcentive to out-perform target The
benus maximum has been increased to 80% of salary with 60% of salary payable at target (although the committee retains the nght to
mncrease the maximum to 100% of salary in future years but keeping the target level the same as tor 2008/08} Group executive directors will
have 75% of their bonus based on Group PBT and 256% on other financial objectives 50% of any bonus paid will still be in cash and 50% in
deferred shares Deferred shares are purchased in the market and retained 1n an employee trust until they are 1ssued to the directors The
shares will normally be received by the directors following three years in continuing employment from the date of the award

Bonuses to be awarded for achievement of targets for the current financial year are included in the directors remuneration table within this
report The value of the deferred share element in calculated using the market value at 31st May 2008 of £1 92 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 retinng 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

Under the company’s executive shara option scheme sentor executives {excluding the Chairman) are eligible for the grant of opuons w0
acquire shares in the campany at an exercise price which is not less than the market value of the shares when the options are granted and
subject to the attainment of predeterrmined performance targets The value of shares under options granted 1o an executive in any financral
year was imited to a maximum of 15 times basic salary The exercise of subsisting options 1s subject to the performance conditions hased
upon the company’s normahised earnings per share growth relatve to inflation over three financial years as follows

Proportion of option grant exercisable Performance condrtions [average annual growth n excess
of inflation in earmings per share)
Nil < RP} + 3% pa
33% - 66% (pro rata) RPl + 3% to 5% pa
66% — 100% (pro rata) RPI| + 5% to 7% pa

Details of options granted to directors are as follows

The hifth grant of options under the executive share optron scheme took place on 6th August 2007 The exercise price for these options equal
to the market value at the date of the grant 1s £1 6725, and 1s apphicable 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 dunng the year and no vanations te the terms and condiions or
performance cnitena duning the year In future awards will be made under the new performance share plan instead of under this scheme
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Ordinary shares
Balance Options Options Balance Opnon

at 1st granted exercised at 31st price
June 2007 dunng year durning year  May 2008 range (£)

G A Kanelhs 784170 197 309 - 981 479 075-167
A G Catder 983 240 - - 983,240 075141
C G Daws 335 680 131 539 - 467 212 075-167
B H Leigh 285 480 119 581 - 405 061 075-167
J Pantelireis 270 860 117 189 - 388 049 130-167

The market price of ordinary shares at 31st May 2008 was £1 92 and the range dunng the year was £1 50 10 £2 24

Performance share pian

As noted above dunng the year the remuneration committee has undertaken a review of the remuneration arrangements m place for the
company’s senior execulives As a result of the review, the company will seek approval for a new scheme the PZ Cussons performance
share plan { the Plan ) at the forthcoming annual general meetng o replace the current executive share option scheme A detaled summary
of the Plan 1s set out in the separate circular 10 shareholders which accompanies the Annual Report and Financial Statements and the key
points are as follows

* Senior executives {excluding the Chairman) would be granted conditional rights 10 receive shares subject to continued employment over
a three year vesting penod from the date of grant and the satsfaction of certain performance conditions

« Annual awards 1o any participant would be limited to nghts over shares with a market value at the time of grant equal to 100% of salary
save In exceptional circumstances where the limit 1s 150% of salary It 1s the commirtiee's intention to make awards of 100% of salary to
the executrve directors in 2008

« Awards in 2008 will be subject 10 adjusted earnings per share growih targets measured over a single three year performance perod
commencing at the start of the financizl year in which the award 1s made (and using the 2007/08 financral year as the base year) The
committee considers earmings per share as an importani indicaters of the company s underlying financial performance and 1t provides a
clear ine of sight for executives between thesr performance and reward The targets for 2008 are as follows

Extent of vesting Compound annual growth in adjusted earnings per share
Nil < RPl + 4% pa
25% —100% (pro rata} RPI + 4% to 10%
100% > APl + 10%

* In relation to all the company s share incentive plans In any ten year period the company may notissue {or grant nghts to 1ssue) more than
10% of the 1ssued share capital of the company and no more than 5% can be used for a discretionary plan

* The committee has also decided that there should be a formal shareholding guideline Executive directors will be expected to buld up a
shareholding of 100% of salary 50% of future share awards which vest (net of tax} will have to be retained until the guideline 1s met
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Performance graph

The graph flustrates the perfermance of PZ Cussons Pic measured by Total Shareholder Return {TSR) over the five year penod o 31st May
2008 against the TSR of a holding of shares in the FTSE 250 mdex over the same penod based on an imihal iInvestment ¢f £100 The FTSE
250 index was chosen as PZ Cussons Plc s a constituent of that index

PZ Cussons Plc TSR vs the FTSE 250 Index TSR

PZ Cussons Plc ordinary shares

'Y FTSE 250 index

(Value £)
350 —

300 —

250 —

200 —

150 —1

100 =1

2003 I 2004 I 2005 I 2006 i 2007 2008 1
Source Thomson Financial

The following table shows remuneratton of individual directors for the year ended 31st May 2008

Salary/ Taxable 2008 2007
fees Bonus' benefits Total Total
£ £ £ £ £
Executive directors

A J Green (Charman) 318 269 - 28 681 346,950 325 648
G A Kanellis 358 322 146 324 21857 526,603 470135
A G Calder 334 101 270 681 16,115 620,897 470736
C G Davis 233271 88,202 14 201 335,674 295 419
B H Leigh 218 669 88 679 10 499 317,847 283125
C Nicolouhas (to 31st May 2007) - - - - 486 601
J Pantelireis 213975 86 898 13 706 314,579 294 563
P J Smyth (10 31st May 2007) - - - - 335328

Non-executive directors
J A Arnold 35 000 - - 35,000 14 583
S J N Heale (from 1st January 2008} 12 500 - - 12,500 -
D W Lewis 30 000 - - 30,000 30000
R H Sellers {to 31st May 2007) - - - - 35000
J DM Smith 35 000 - - 35,000 35000
JTJ Steel 30 000 - - 30,000 30,000

1,819 107 680 784 106159 2,605,050 3106138

150% of the bonus earned will be pard in cash and 50% in deferred shares based on the share pnce at the beginning of the financial year to
which the bonus relates
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Directors’ pension benefits
Up to 31st May 2008 the executive directors participated in a defined benefit pension arrangement Benefits in respect of each executive
director are given in the table below

Gross Increase i Total Value of net Value of Value of Total

ncrease accrued accrued ncrease in accrued accrued change in

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

pension of inflation {a} 310508 period (b} 310507 310508 period {c})

£ £ £ £ £ £ £

A J Green 17 870 10373 191 406 138 000 2 358,000 2944 000 565 000
G A Kanelhs 58 980 51687 227792 415000 1157 000 1 937 000 756 000
A G Calder 23420 16 106 192 735 266 000 2 746 000 3457 000 688 000
C G Dawis 8723 8298 18 561 64 000 78 000 179 Q00 84 000
B H Leigh 16 431 13787 77 639 76 000 317 000 515 000 183,000
J Pantelrers 11580 7352 109 694 84 000 1133 000 1 470,000 322 000

Notes
1 Pension accruals shown are the amounts which would be paid annually on retirement based on senace to the end of the year and salary
at 31st May 2008

2 Transfer values have been calculated in accordance with version 9 3 of guidance note GN11 issued by the Board of Actuanal Standards

3 The value of net increase (b} represents the incremental value to the director of his service dunng the year calculated on the assumption
that service terminated at the year end 1t1s based on the accrued pension increase (a) after deducting the director’s contribution

4 The change in the transfer value {c) includes the effect of fluctuations In the transfer value due to factors bevond the control of the company
and directors such as gilt yield movements tt1s calculated after deductng the director’s contnbution

5 Voluntary contnbutions paid by directors and resulting benefits are not shown

6 The total accrued pension as at 31st May 2008 and the value of accrued pension at 31st May 2007 and 31st May 2008 shown for Mr Calder
incfudes benefits resulting from transfers into the plan

7 The company provides unfunded unapproved pension benefits for Messrs Calder Leigh and Davis as thesr benefits would have been
subject to the Inland Revenue earnings cap introduced by the Finance Act 1989 had the earnings cap not been abolished by the Finance
Act 2004 The funded benefits payable to these directors remain subject 10 8 scheme specific earnings cap which increases each year and
15 calculated in a strmlar manner to the abolished statutory earmings cap

8 Messrs Pantelireis and Kanellis are former members of the expatniate pension scheme operated by the company and additional benefits
are prowided through that scheme, 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 abolished by the Finance Act 2004

9 The closure of the defined benefit pension schemes at 31st May 2008 tnggered a change in approach for caleulating the benefits for
Mr Kanellis Previously pension was being uniformly accrued over all lus possible working hfeume but the closure meant that the appropnate
calculation reverted to a formula based on past service and accrual rate The change m approach means that the pensien at the beginming of
the year increased from £85,447 10 £168,813 and the figures are based on this re-calculated pension at the beginring of the year

Service contracts

Executive directors have one year rolling service contracts No executive director including those proposed for re-election has a service
contract with a notice penod in excess of one year or containing any provision 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 imtial periods of three years normmally renewable on a similar
basis The present letters of appointment for Mr Lewis and Mr Steel Professor Amold and Mr Heale will expire on 31st May 2010
30th September 2008 31st December 2009 and 31st December 2010 respectively

By order of the board of directors

VA SO

JTJ Steel
29th July 2008
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The board 1s committed to meeting the standards of good corporate governance set out in the Combined Code (“the Code } on corporate
governance published by the Financial Reporung Council in fune 2006 This report together wath the report on directors’ remuneration
descnbes how the board applied the Code dunng the year under review

Directors
The board 1s respensible for the Group's strategic development momtoning its business objectives and maintaining a system of effective
corporate governance

The board of directors has ten members compnsing the Chairman the chief executive four other executive directors and four non-executive
directors The names of the directors together with their biographical details are set out in the report of the directors The diffening rotes of
the Chairman and chief executive are acknowledged The Charman 15 pnmarily responsible for the running of the board and ensurning that it
18 supplied in a tmely manner with sufficient information to enable it 10 discharge s duves The chief executive 1s respansible for coordinating
the running of the business and iImplementing Group strategy The executive directors service contracts and the letters seting out the terms
of appointment of the non-executive directors are available for inspection at the company’s registered office duning normal business hours
and at the annual general meetng

The non-executive directors are all considered to be independent of management and free from any business or other relatenship that could
matenally interfere with the exercise of therr independent judgement Mr D W Lewis 1s a former partner of Addleshaw Goddard which act
as legal advisors to the company Mr Lewis does not and has not participated in any way in the provision of services by Addleshaw Goddard to
PZ Cussons In addition in order that his independence 1s not compromised, If at any time the board or a committee of the board 1s
considenng any matter concerning Addleshaw Goddard 1t has been agreed that Mr Lewss will withdraw from that meetng until such matters
have been dealt with Mr Lewis 1s the senior independent non-executive director and In this capacity he 1s available to shareholders if they
have concerns which contact through the normal channels of Chairman chief executive or finance director has failed to resolve or for which
such contact Is Inapproprate

The board has a documented schedule of matiers reserved for its decision including approval of the Greup's strategy annual budgets matenat
agreements and mayjor capital expenditure and acquisitions the approval of financisl arrangements and the monitoning of performance health
safety and environmental matters and risk management procedures The board met formally four tmes during the year and will meet further
as necessary to consider specific matters

All directors communicate with each other on a regular basis and board papers are prepared and 1ssued prior 1o each board meeting to enable
directors to give due consideration to all matters in advance of the meeting Directors can take independent professional advice where
necessary at the company s expense and have access to the services of the company secretary who s responsible for ensuring that board
procedures and all applicable rules and regulations are followed Dunng the year, the company mantamed hathity insurance for 1ts directors
and officers

There 1s a formal induction process for directors including wisits to pnneipal sites and meetings with operating management Directors may
take additionat training where necessary as part of therr continuing development at the expense of the company

A formal review of the board and board committee performance 1s camed out annually The Chairmans performance 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 1n consultation with the executive 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 15 reviewed by the Chairman and the remuneration committee The directors submit themselves for election at the
annual general meeting following their appointment and thereafter by rotation in line with the Code and the company's Arucles of Association
The review process in 2008 concluded that all directers continue to contnibute effectively and with proper commitment devoting adequate
time to carry out their duties

The board has established a number of standing committees to which vanous matters are delegated according to defined terms of reference
The terms cf reference of the committees are availlable on request from the reqistered office of the company and will also be avallabte at
the annual general meeting
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Nomination committee

The nomnatton commitiee 15 responsible for regularly reviewing the structure size and composition of the board and 1dentifying and
recommending appropnate candidates for membership of the board when vacancies anse The committee members are Mr A J Green
{compmuttee Chanman) Mr G A Kanellis and the four independent non-executive directors, Professor J A Arnold Mr S J N Heale MrD W Lews
and MrJ T J Steel

In considenng an appointment the nomnation commuittee evaluates the balance of skills knowledge and expenence of the board and prepares a
descnption of the role and capabilities required for a parttcular appointment External search agencies or open adveritsing will be used
where this 1s appropnate Short-hsted candidates will then be invited to interview with members of the commitiee and f recommended by
the committee will be invited to meet other board members before any decision 1s taken relating to the appointment

Remuneration committee

The remuneration committee 15 responsible for reviewing and recommending the framework and policy for remuneration of the Chairman,
executive directors and senior executives which the board as a whole 15 responsible for approving The committee members are the four
independent non-executive directors Professor J A Arnold Mr S.J N Heale Mr D W Lewis and Mr J T J Steel (commitiee Chairman) Once
approved the remuneration committee 1s responsible for evaluating the performance and determining specific remuneration packages
for the Chairman and each executive director The Chairman and exscutive directors are responsible for the agreement of non-executive
directors remuneration

Audit committee

The audit commitiee 15 responsible for reviewing on behalf of the board the Group's accounting and financial policies and 1ts disclosure
practices and internal controls It 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 1ts cost effectiveness These responsibilities
are discharged at the audit comnutiee meetings and through regular reports from the internal audit function The audit committee comprises
the four independent non-executive directors Professor J A Arnold (committee Chairman) Mr S J N Heale, Mr D W Lewis and Mr J T J Steel
and meets regularly with the external auditors Professor J A Arnold a quahfied chartered accountani brings recent and relevant financial
expenence to the audit committee

As mentoned one of the dutes of the audit commutiee 15 to 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 repornts provided to the audit commuttee and the board and the level of understanding demonstrated of the
Group s business

The Group has a pobey governing the conduct of non-audit work by the audiors The auditors are permitted to provide non-audit services
that are not and are not perceived to be n conflict with auditor independence providing they have the skill, competence and integrity to
carry out the work and are considered 1o be the most appropriate to undertake such work in the best interests of the Group Activities that
may be perceved to be in conflict with the role of the external auditors must be submitted to the committee for approval prnor to engagement
regardless of the amounts involved All assignments are moniiored by the committee

Details of the amounts pard 1o the external auditors during the year for audit and other services are set out In the notes to the financial
statements

Attendance at meetings

The number of scheduled meetings of the board (excluding such ad hoc meetings as were necessary durnng the year to address specific
matters arising) and of each of the audit remuneration and nomination committee during the vear ended 31st May 2008 together with
a record of the attendance of the current directors who are their respective members at full board meetings and meetings of the audit
remuneration and nomination committees dunng the year ended 315t May 2008 i1s detailed in the following table
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Board Audrt committee Remuneration committee Nomination committee
Number of  Numberof Numberof Numberof Numberof Numberof Numberof Numberof
meetngs meetings meetings meeungs meetings meetings meetings meetngs

held attended held attended held attended held attended

A J Green 4 4 nfa nfa nfa n/a 1 1
A G Calder 4 4 nfa nfa n/a nfa nfa nfa
G A Kanellis 4 4 nfa nfa n/a nfa 1 1
C G Dawvis 4 4 nfa nfa n/a nfa n/a nfa
B H Leigh 4 4 nfa nfa nfa nfa n/a nfa
J Pantelireis 4 4 nfa nfa n/fa nfa n/a nfa
O'W Lewis 4 4 4 4 4 4 1 1
J A Arnoltd 4 4 4 4 4 4 1 1
*S J N Heale 2 2 2 2 2 2 - -
J T J Steel 4 4 4 4 4 4 1 1
J D M Smith 4 4 4 3 4 4 1 1

*Mr S J N Heale did not attend the meetings held prior to his appointment to the beard on 1st January 2008
nf/a indicates that the director 15 not a member of the committee

Birectors do not participate in meetings when matters relating to them are being discussed

Risk management committee

The nsk management committes I1s responsible for identifying significant nsks and ensuring where possible that action 1s taken to mitigate
these nsks This is achieved by an ongoing review which includes identifying all nsks faced by the Group and assessing those nisks and
ensuring that appropriate control measures are put in place Plans are developed and implemented t{o eliminate reduce or transfer these
nsks where practicable The committee is also respensible for reviewing the nsk management and control process wathin the Group

The comrmttee comprises senior management from within the business and receives input from 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 and
the performance of the nsk management commitiee

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

Going concern

After undertaking an appropriate review the directors believe that the Group and the company have adequate resources to continug in
operationat existence for the foreseeable future For this reason the directors continue to adopt the going concern basis in preparing the
financial statements
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Internal control

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

The board 1s of the view that there 1s an ongoing process for identifying evaluating and managing the Group’s significant nsks that 1t has
been in place for the year ended 3151 May 2008 and up to the date of the Annual Report and Financial Staternents 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 critical business issues

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

* A detaled system of budgeting reporting and forecasting

* Regular review by the board of a nsk management document produced by the nsk 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 its July 2008 meeting the board carmed out the annual assessment of internal control for the year to 31st May 2008 by considening
documentation from the executive commiitee rnsk management committee and internal audit function as well as taking into consideration
events since the year end

The Group continues to take steps to embed internal control and nsk management further into 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 gusdelines and a defined fraud
reporting process which are 1ssued with the Group Internal Control Manual

Relations with shareholders
In 1ts financial reporting to shareholders the board aims to present a balanced and understandable assessment of the Group's financial position
and prospects

The company maintains a corporate websrte www pzcussons com containing a wide range of information of interest to institutional and
private investors and a subscription e-mail service 1s avaltable which enables access to company notificatons and news releases

The company has penodic discussions with mstitutional shareholders on a range of 1ssues affecting the Group's performance  All shareholders
includmg private mnvestors have an opportunity to present questions to the board at the annual general meeting and the directors are available
to meet informally with shareholders after the meeung

Compliance statement
The directors consider that the company complied with the provisions of section 1 of the Combined Code as 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

The company did not comply with this prevision between 1st June 2007 and 31st December 2007 duning which penod the board compnsed
the Chairman 3 total of five executive directors and four non-executive directors During the penod from 1st January 2008 to 31st May 2008
the company did comply with this provision as the board comprised the Chairman a total of five executive directers and five non-eéxecutive
directors [n any event however, each of the non-executive directors are determined by the board to be independent and their respeciive
backgrounds clearly Indicate that they are sufficient calibre and number for their views to carry significant weight in the board's decisions
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STATEMENT OF DIRECTORS' RESPONSIBILITIES
The directors are respansible for prepanng the annual repert the directors remuneration report and ihe Group and parent company hinancial
statements in accordance with applicable law and regulations

Company law requires the directors 1o prepare financial statements for each financial year Under that law the directors have prepared the
Group financial statements 1n accordance with Internatuona! Financial Reporung Standards (IFRSs) as adopted by the Eurcpean Union and the
parent company financral statements 1n accordance with United Kingdom Generally Accepted Accounting Practice In prepanng the Group
financial statements the directors have also elected to comply with IFRSs 1ssued by the International Accounting Standards Board (IASB)
The Group and parent company financial statements are required by law to give a true and fair view of the state of the affairs of the Group
and company and of the profit or loss of the Group and company for that penod

In preparing those financial statements the directors are required to

* Select suitable accounting polictes and then apply them consistently

+ Make judgemenis and esumates that are reasonable and prudent

+ State that the financial statements comply with IFRSs as adopted by the European Umion and IFRSs 1ssued by IASB

* Prepare the financial statements on the going concern basis unless it 1s Inappropnate to presume that the Group will continue In business
in which case there should be supparting assumptions or qualihcations as necessary

The diresters confirm that they have complied with the above requirements in prepanng the financial statements

The directors are responsible for keeping proper accounting records that disclose with reasonable accuracy at any tme the financial position
of the Group and company and 1o enable them to ensure that the financial statements of the Group and company and the directors' remuneration
report comply with the Companies Act 1985 and as regards the Group financial statements article 4 of the |AS Regulation They are also
responsible for safeguarding the assets of the Group and company and hence for taking reasonable steps for the prevention and detection
of fraud and other iregulanties

The ditectors are responsible for the mantenance and integrity of the Group website www pzcussons com Legislation in the UK goverming
the preparatton and dissemination of financial statements may differ from legislation in other junsdictions

By order of the board

. Y1

L

B H Leigh
Company Secretary
29th July 2008
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INDEPENDENT AUDITORS' REPORT TO THE MEMBERS OF PZ CUSSONS PLC

We have audited the Group financial statements of PZ Cussons Plc for the year ended 31st May 2008 which compnise the Consolidated
Income Statement Statement of Recognised Income and Expense the Consolidated Balance Sheet the Consolidated Cash Flow Statement
and the refated notes These Group financial statements have been prepared under the accounting polictes set out therein

We have reported separately on the parent company financiat statements of PZ Cussons Plc for the year ended 3151 May 2008 and on the
information in the report on directors’ remuneration that 1s descnbed as having been audited

Respective responsibilities of directors and audrtors
The directors’ respansibihtres for prepanng the Annual Report and the Group financial statements in accordance with applicable law and
International Financial Reporting Standards (IFASs} as adopted by the European Union are set out In the Statement of Directors Responsibiities

Our responsibility 1s to audit the Group financial statements in accordance with relevant legal and regulatory requirements and Internationat
Standards on Auditing {UK and Ireland) This report including the opinion has been prepared for and onty for the company’s members as a
body n accordance with Section 235 of the Companies Act 1886 and for no other purpose We do not In giving this opinion accept or assume
responsibility for any other purpose or to any other person to whom this report 1s shown or into whese hands it may come save where
expressly agreed by our prior consent In wnting

We report to you our opinion as to whether the Group financial statements grve a true and farr view and whether the Group financial
statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the IAS Regulation We also report to
you whether in our opinion the information given in the Report of the Directors s consistent with the Group financial statements

In addition we report 1o you if in aur opimion we have not received all the information and explanations we require for our audit or 1f
information specified by law regarding director’s remuneration and other transactions 1s not disclosed

We review whether the Corporate Governance Statement reflects the company s compliange with the mine prowisions of the Combined Code
specified for our rewew by the Listing Rules of the Financial Services Authonty, and we report If it does not We are not required to consider
whether the board s statements on interna! control cover all risks and controls or form an opirion on the effectiveness of the Group s corporate
governance procedures or its nsk and control procedures

Ve read other information contained in the Annual Report and consider whether it 1s consistent with the audited Group financial staterments
The other information comprises enly the Introduction the Chairman’s Statement the Group Structure and Principal Activities the Report of
the Directors the Report on Directors Remuneration the Corporate Governance Statement and the Five Year Financial Record We consider the
implications for our report If we become aware of any apparent misstatements or matenal inconsistencies with the Group financal
statements Our responsibilities do neot extend 1o any other information

Basis of audit opinion

We conducted cur audit in accordance with International Standards on Auditing {UK and Ireland) issuved by the Auditing Practices Board An
audit includes examination, on a test basis of evidence relevant to the amounts and disclosures in the Group financial staterments It also
Includes an assessment of the significant estimates and jJudgments made by the directors in the preparation of the Group financial statements,
and of whether the accounting policies are approprate to the Group's circumstances consistently applhied and adequately disclosed

We planned and perfermed our audit 50 as to cbtan all the informatien and explanations which we considered necessary in order to provide
us with sufficient enidence to give reasonable assurance that the Group financial statements are free from matenal misstatement whether
caused by fraud or other irregularsty or error In forming our optnion we also evaluated the overall adequacy of the presentation of information in
the Group financial statements

Opinion
In our opinton

* the Group financial statements give a true and fair view, i accordance with IFRSs as adopted by the European Union, of the state of the
Group s affairs as at 31st May 2008 and of 1ts profit and cash flows for the year then ended,

* the Group financial statements have been properly prepared in accordance with the Companies Act 1985 and Article 4 of the |IAS Regulation,
and

+ the information given in the Report of the Directors I1s consistent with the Group financial statements

P{‘n-u_wml‘“m‘,c-uw/’ L—l—F

PRICEWATERHOUSECOOPERS LLP

Chartered Accountants and Registered Auditors
Manchester Urited Kingdom

2%9th July 2008
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CONSQUDATED INCOME STATEMENT

Year ended 31st May 2008

Before Exceptional

Belore Exceptional

exceptional items exceptional items
Items (note 3) Total 2008 items (note 3)  Total 2007
Notes £m £m Em £m £m fm
Revenue 2 6609 - 6609 5779 - 5779
Cost of sales (419 1) {31} {422 2) {365 9} - {365 9)
Gross profit 2418 31 2387 2120 - 2120
Selling and distnbution expenses {105 0) - (105 0) {B6 1) - {86 1)
Administrauve expenses {60 2} 31 (57 1) {58 9} 04) {59 3)
Share of results of joint venture 12 {0 2) - {0 2) {08} - {0 8)
Operating profit 2 764 - 76 4 662 {04) 658
Finance income 34 - 34 28 - 28
Finance costs {33) - {33) {07} - {07}
Net finance income 6 01 - 01 21 - 21
Profit before taxation 765 - 765 683 {04} 679
Taxation 7 (21 4) 02 {21 2} (19 8) 13 {18 5)
Profit for the year 4 55 1 02 553 485 09 49 4
Attnbutable to
Equity holders of the parent 9 459 11 470 a5 [03:] 42 4
Minority interest 92 09) 83 70 - 70
551 02 553 485 08 49 4
Basic EPS (p) 9 1104 999
Diluted EPS {p} 9 10 96 989
Adjusted basic EPS {p) 9 1078 978
Adjusted diluted EPS (p) 9 nn 968
The results shown above for both 2008 and 2007 relate to continuing operations
CONSOLIDATED STATEMENT OF RECOGN!ISED INCOME AND EXPENSE
Year ended 315t May 2008
2008 2007
£m £m
Actuanal losses an defined benefit pension schemes {21 4} 83}
Exchange differences on transiation of foreign operations 202 (40}
Taxation on items taken directly to equity 42 41
Net income /{expense) recognised directly in equrty 120 (82)
Profrt for the year 553 494
Total net iIncome and expense recognised for the year 673 12
Attributable to
Equity holders of the parent 547 359
Minonty interests 126 53
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CONSOLIDATED BALANCE SHEET

At 31st May 2008

31st May 31st May
2008 2007
Notes £m £m
Assets
Non-current assets
Goodwill and other intangible assets 10 1522 B4 2
Property plant and equipment 1 180 0 1432
Other Investments 13 07 08
Receivables 15 229 17
Non-current assets held for sale 11 - 26
Retirement benefit surplus 23 215 231
3773 2356
Current assets
Inventories 14 167 4 150 4
Receivables and prepayments 15 1136 850
Investments 16 03 128
Cash and short-term deposits 17 440 533
Current taxation receivable 21 37
3274 3052
Total assets 7047 5408
Liabilities
Current habiities
Borrowings 18 {16 4) (58)
Trade and other payables 19 1139) (95 7)
Current taxation payable {130) {11 2)
Provtsions 22 21) {7 3)
{145 4) {120 0)
Non-current habilities
Borrowings 18 {59 9) -
Other liabiities 20 {15) (14)
Deferred tax liabihties 21 {40 7) (20 1)
Retirement benefit abligation 23 {47 9) (37 2)
Provisions 22 (34) 27
(153 4) 61 4)
Total labilities (298 8) (181 4}
Net assets 4059 352 4
Equity
Ordinary share capital 24 43 43
Capital redemption reserve 25 07 07
Revaluation reserve 25 298 296
Other reserve 26 {26) {30)
Currency translation reserve 25 230 09
Retained earnings 25 2935 2793
Equrty attributable to equity holders of the parent 3487 3ise
Equrty minority interest 25 872 476
Total equrty 4059 3589 4

The financial statements were approved by the board of directors and authonsed for 1ssue They were signed on Its behalf by

A J GREEN
291hduly 2008
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31st May 2008

2008 2007

Notes £m £m
Operating activities
Cash generated from operations 27 530 58 7
Taxation {17 1) 19 3)
Net cash flow from operating activities 359 394
Investing activities
Investment Income received 35 31
Purchase of property plant and equipment {37 6} (27 b}
Proceeds from sale of property plant and equipment 98 126
Purchase of intangible assets 07} -
Proceeds from disposal of subsidiary - 25
Net cash batances disposed of with subsidiary undertaking - 00
Acquisition of subsidiary (74 4) -
Sale/{purchase) of current asset Investments 138 (10 4}
Loans granted to (oIt ventures (99) (0 5)
Net cash flow from investing activities {95 5) (212}
Financing activities
Interest paid {(33) (07}
Dividends paid to minonty interests (22) (2 3)
Purchase of shares for ESOT 02) (05)
Dividends paid to company shareholders {185) (167)
Net increase / (decrease) In borrowings 678 {19)
Net cash flow from financing activities 436 (22 1)
Net decrease in cash and cash equivalents (16 0) (39
Cash and cash equivalents at the beginning of the year 17 501 539
EHect of foreign exchange rates 40 01
Cash and cash equivalents at the end of the year 17 381 501
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

These financial statements are presented in pounds sterhing because that 1s the currengy of the primary economic environment in which the
Group operates Foreign operations are mcluded m accordance with the policies set out in note 1

1 Accounting policies
The financial statements have been prepared in accordance with International Financial Reporung Standards {IFRS) as adopted for use in the
European Union (EU} mcluding Internationat Accounting Standards {IAS) and Interpretations 1ssued by ihe International Financial Reporting
Interpretations Committee {IFRIC) Further standards may be 1ssued by the Intermational Accounung Siandards Board (IAS8) and standards
currently inissue and endorsed by the EU may be subject to interpretations 1ssued by the IFRIC

IFRS as adopted by the EU differs tn certain respects from IFRS as 1ssued by the IASB However the consolidated financial statements for
the penods presented would be no different had the Group apphed IFRS as issued by the |ASB References to iFRS hereafter should be
construed as references to IFRS as adepted by the EU

The preparaucn of financial statements 1 conformity with generally accepted accounting principles under IFRS requires management 1o
make estimates and assumptions that affect the reported amounts of assets and lliabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporiing penod Although these estimates are based on management s best
knowledge of the amount event or actions actual results ulhmately may differ irom those estimates

The financial statements have been prepared on a historical cost basis except for the revaluation of available-for-sale financial assets and
financial assets and financial habilities including dernvative instrurments) at fair value through profit or loss

The financial statements have been prepared using consistent accounting policies except as stated below
Standards and interpretations

In prepanng the consolidated hnancial statements the Group has adopted the following new IFRS and amendment to IAS which became
effective dunng the year

*|FRS 7 Financial Instruments Disclosures and
* Amendment to IAS 1 Presentation of Financial Statements Capital Disclosures

The following new interpretations of IFRIC efieciive for accounting periods commencing on or atter 1st January 2007 have had no impact
on the financial statements

= IFRIC 7 'Applying the Restatement Approach under IAS 29 Financial Reporting in Hypennflationary Economies’

= |IFRIC 8 Scope of IFRS 2 Share-based Payments”

« |FRIC 9 Reassessment of Embedded Denvatives' and

«IFRIC 10 Intenm Financial Reporung and Imparment

The following new IFRS and interpretations and amendments to IFRS and IAS are not yet effective and have not been early adopted
+IFRS 8 ‘Operating Segments’ 1s effecuve for penods commenceng on or after 1st January 2009

« Amendments to IFRS 2 "Share-based Payment |1AS 1 Presentation of Financial Statemenis’ |1AS 27 Consolidated and Separate Financial
Statements and IAS 23 Berrowing costs’ are all effective for penods commencing on or after 1st January 2009 and

«IFRIC 11 IFRS 2 - Group Treasury Share Transactons IFRIC 12 Service Concession Arrangements and IFRIC 12 'Customer Loyalty
Programmes are effective for penods commencing on or after 1st January 2009

The adaption of this IFRS and these interpretations and amendments to IFRS and |AS s not expected to have a stgnificant impact on the
conschidated financial statements

IFRS 3 (revised) ‘Business Combinations 1s effective for periods commencing on or after 1st January 2010 The Group uses external adwisers
to carry out its pre-acquisttion due diligence process To date such direct costs have been included as a cost of acquisiion On adoption of
IFRS 3 {rewised) such costs will be expensed in the income statement This 1s considered to be the major change to the accounting treatment
currently adopted by the Group The impact on the consohdated financial statements will depend on the number, size and complexity of
acquisitions completed in the relevant penod

IFRIC 14 |AS 19 — The Limit on a Defined Benefit Asset Mimimum Funding Reguirements and therr Interaction’ 1s effective for periods
commencing on or after 1st January 2002 The interpretation clanhes the hmitations on recognising defined benefit pension surpluses (and
the related deferred tax liabilittes) in the balance sheet and may also require recogrition of an addinenal iability for any committed future
contnbuttons The Group 1s currently assessing the impact of this interpretation on the consohdated financial staiements
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NOTES TO THE CONSOQLIDATED FINANCIAL STATEMENTS CONTINUED |
1 Accounting policies continued |

Basis of consolidation

The consolidated financial statements incorporate the financial statements of PZ Cussons Plc and entities controlled by PZ Cussons Flc {its
subsidianes) made up to 31st May each year Control 1s achieved where the company has the power to govern the financial and operating
policies of an investee entity so as to obtain benefits from 1ts actvities

QOn acquisition the assets and habilities and contingent liabilimes of a subsidiary are measured at their farr values at the date of acquisition
Any excess of the cost of acquisttion over the fair values of the identfiable net assets acquired 1s recognised as goodwill Any deficiency of
the cost of acquisition below the fair values of the identifiable net assets acquired (1 e discount on acquisiion) 1s credited to profit and loss
in the period of acquisition

The total profits or losses of subsidiaries are included in the consolidated income statement and the interest of minonty shareholders i1s
stated at the mmonty's proportion of the far values of the assets and labiities recognised Subsequently iosses applicable to the minonty
th excess of the minornty's interest in the subsidhary's equity are allocated against the interests of the Group except to the extent that the
minonty has a binding obhgation and 15 able to make an additional investment to cover the losses

The results of subsidianes acquired or disposed of dunng the year are included in the consahdated 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 accouning polictes All intra-group
ttansactions balances, income and expenses are eliminated on consohdation

Operating profit
Operating profitis the profit of the Group before finance income finance costs and taxation

Exceptional items

The Group has adopted a colurmnar inceme statement format which seeks to highlight significant iiems within the Group results for the
period Such items are considered by the directors to be exceptional in nature rather than being representative of the underlying trading of
the Group and may include such items as restructuring costs matenal impairments of non-current assets matenal profits and losses on
disposal of property plant and equipment profit or loss on disposal or termination of operatons and matenal pension curtalments The
directors apply judgement in assessing the particular stems, which by virtue of therr scale and nature should be disclosed in the middle column of
the income statement and notes to the financial statements as “Exceplional tems The directors believe that the separate disclosure of
these items 1s relevant to an understanding of the Group s financial performance

Business combinations

The acquisition of subsidianies 1s accounted for using the purchase method The cost of the acquisiuon 15 measured at the aggregate of the

far values at the date of exchange of assets given liabiiies meurred or assumed and equity instruments 1ssued by the Group in exchange

for control of the acquiree plus any costs directly attnbutable 1o the business combination The acquiree 5 identifiable assets labiliies and

contingent habilites that meet the condrions for recogritton under IFRS 3 Business Combinations’ are recognised at their fair values at the

acquis:tion date except for non-current assets {or disposal groups) that are classified as held for sale in accordance with IFRS 6 "Non-current

assets held for sale and discontinued operations’ which are recogrised and measured at the lower of the assets' previous carrying value |
and faw value less costs to sell

Interests In joInt ventures

A joint venture 15 a contractual arrangement whereby the Group and other parties undertake an economic activity that 1s subject to jomt
control that 1s when the strategic financial and operating policy decisions relating to the actvities reguire the unanimous 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 entities The Group reports Its interests in jointly controlled entities using the eqinty method of accounung
rather than proportional consolidation Under IAS 28 Investments in associates and IAS 31 Interests in joint ventures  a single figure for
post-tax results 1s presented as a separate item on the face of the income statement as part of profit before tax within operating profit

Long-term loans which are considered to be permanent as equity are combined with the Group's share of net assets/liabilities and shown
on a single ine within non-current assets Exchange differences on retranslation of loans treated as permanent as egurty are taken 1o the
consolidated currency translation reserve
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MOTES TO THE CONSOQLUIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Intangible assets

Goodwill

Goodwill ansing on the acquisition of a subsidiary or a jointly controlled enuty represents the excess of the cost of acquisiion over the Group s
miterest n the net farr value of the identiiable assets habihtes and contingent liabilties of the subsidiary or jointly controlled enuity recognised
at the date of acquisition |f, after reassessment the Groups interest in the net fair value of the acquiree’s identifiable assets liabilities
and contingent liabiities exceeds the cost of the business combination the excess 1s recogrised immediately in profit or loss The interest
of minonty shareholders in the acquitee 1s inimially measured at the minanity s proporuon of the net fair value of the assets, habilites and
contingent llabilites recognised

Goodwill also tncludes amounts to reflect deferred tax habiities established in relation 10 acquisiions tn accordance with IFRS 3 Busmess
Combinations’

Goodwill 1s inmially recogrised as an asset and ts subsequently measured at cost less any accumulated impatrment losses Goodwall is reviewed
for impairment at least annually

For the purpose of impatrment testing goodwill 1s 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 impairment annually, or more
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
carmying amount of the unit the impairment loss 1s allocated first to reduce the carrying amount of any goodwill allocated to the umit and
then to the other assets of the unit pro-rata on the basis of the carrying amount of each asset in the unit An impairment loss recognised for
goodwill 15 not reversed n a subsequent period On disposal of a subsidiary or a jontly controlled entity the attnbutabte amount of goodwaillis
included in the determination of the profit or loss on disposal

Goodwill ansing on acquisitions before the date of transition to IFRS has been retained at the previous UK GAAP amounts Goodwill written off to
reserves under UK GAAP priar to 1998 has not been reinstated and 1s not included 1n determining any subsequent profit or loss on disposal

Other intangible assets
An acquired brand 1s only recognised on the balance sheet where 1 i1s supported by a registered trademark where brand earnings are
separately identifiable 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 farr value at the date of acquisiion Purchased brands
are recorded at purchase cost Brands currently held are not amortised as the directors believe they have indefinite ives In accordance with
IAS 36 Impairment of assets' the brands are tested for impairment annually and whenever there 1s an indication that the asset may be
impaiwed Any impairment s recognised immediately in profit or loss

Where an impairment loss subsequently reverses the carnang amount of the asset is increased to the revised estimate of its recoverable
amount but so that the increased carrang amount does not exceed the carrying amount that would have been determined had no impairment
loss been recognised for the assetin prior years A reversal of an impairment loss 1s recognised immediately as income Profit or losses on
disposal of brands are included within operating profit

Non-current assets held for sale

Non-current assets and disposal groups are classified as held for sale if their carrying amount will be recovered through a sale transaction
rather than through continuing use This condition 1s regarded as met only when the sale 1s highly probable and the asset (or disposal group}is
availlable for immediate sale in 1ts present condition

Management must be commutied 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 assets previous
carrying amount and fair value less costs to sell

Revenue recognition

Revenue 1s measured at the fair value of the consideration received or Teceivable and represents amounts receivable for goods and services
provided in the normal course of business net of discounis rebates and sales related taxes but including inerest receivable on sales on
extended credit and income from the provision of techmcal services and agreements Sales of goods are recognised when title has passed
and the sigruficant nsks and rewards of ownership have been transferred

Dividend income from investments 1s recognised when the shareholders’ nghts 10 receive payment have been established
Leases

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 to profit or loss on a straight-line basis over the term of the relevant lease Benefris
received and recevable as an incentive 1o enter Into an operating lease are also spread on a straightdine basis over the lease term
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NOTES TQ THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

Forelgn currencies
The individual financial statements of each Group entity are presented in the currency of the primary economic environment in which the
entity operates (its functional currency) For the purpose of the consohdated financial statements the resulis and financial posttion of
each entity are expressed in sterling which 1s the functional currency of the company and the presentation currency for the consolidated
financial statements

In preparing the financsal statements of the iIndmdual entities transacuons In currencies other than the entity’s functional currency are recorded
al the actual rate of exchange prevailing on the dates of the transactions At each balance sheet date monetary assets and habilities that
are denominated 1n foreign currencies are retranslated at the rates prevailling at the balance sheet date

Foreign exchange gamns and losses ansing from the settlement of foreign currency transactions and from the translauon of monetary assets
and lLabilities denominated 1n foreign currencies are recognised in the income statement Exchange differences ansing on non-monetary
assets and liabilties are recognised directly in equity

In arder to hedge its exposure to certain foreign exchange nisks the Group enters into forward contracts

On consolidation the assets and liabilities of the Group's overseas operations are translated at exchange rates prevalling on the balance
sheet date Income and expense items are translated at the average exchange rates for the penod unless exchange rates fluctuate sigrificantly
Cumulative foreign currency translation differences ansing on the transtation 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 tme 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 in that currency reserve all cumulative foreign currency translation
differences ansing afier that date On disposal of a foreign operation the cumnulative translation 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 recognised in profit or loss in the penod in which they are incurred

Government grants
Government grants related to property plant and equipment are reflected in the balance sheet as deferred income and credited to the iIncome
statement over the useful lives of the assets concerned

Employee henefits

Retirement benefit obligatiens
The Group operates retirement benefit schemes in the United Kingdom and for most overseas countries in whech 1t carries on 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
actuanal 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 recognised in full in the peried in which they occur They are recognised outside profit and loss and presented in the
statement of recognised income and expense

Past service cost 1s recognised Immediately 1o the extent that the benefits are already vested and otherwise amorused on a straight-ine
basis over the average penod untl the benefits become vested The retirement benefit cbligation recognised in the balance sheet represents
the present value of the defined benefit obligation as adjusted for unrecogrised past service cost and as reduced by the fair value of scheme
assets Any asset resulting from this calculation 1s imited to past service cost plus the present value of available refunds and reductions In
future contributions to the plan All compaonents of the pension cost are included withun operating profit

Payments to defined contribution retirement 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 senior executives both of which involve
equity-settfed share-based payments

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

The awards under the deferred annuat share bonus scheme are measured at farr value at the date of grant and are expensed over the pencd
to which the performance refates

FINANCIAL STATEMENTS Annual Report 2008 85



NOTES TO THE CONSQLIDATED FINANCIAL STATEMENTS CONTINUED
1 Accounting policies continued

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 reported in the income statement
because 1t excludes 1tems of iIncome or expense that are taxable or deductible in other years and 1t further excludes items that are never
taxable or deductible The Group s hability for current tax 15 calculated using tax rates that have been enacted or substantively enacted by
the bafance sheet date

Deferred tax 1s the tax expected to be payable or recoverable on differences between the carrying amounts of assets and habiliies in the
financial statements and the corresponding tax bases used in the computation of taxable profit and 1s accounted for using the balance sheet
habilkty method Deferred tax hiabilives are generally recognised for all taxable temporary differences and deferred tax assets are recognised to
the extent that it Is probable that taxable profits will be available against which deductble termporary differences can be unlised Such
assets and liabiities are not recognised If the temporary difference anses from goodwall or from the initial recognition {other than in a busmness
combination) of cther assets and habilities in a transaction that affects neither the tax profit nor the accounting profit

Deterred tax labhties are recognised for taxable temporary differences ansing on mvestments i subsidiaries and interests in joint ventures
except where the Group 1s able to control the reversal of the temporary difference and it 1s probable that the temporary difference will not
reverse in the foreseeable fuiure

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it1s no longer probable
that sufficient taxable profits will be available 1o allow all or part of the asset to be recovered Deferred tax is calcutated at the tax rates that
are expected 1o apply in the period when the liability I1s settled or the asset s realised Deferred tax 15 charged or credited in the income
statement except when it relates to items charged or credited to equity mn which case the deferred tax 1s also dealt with In equity

Deferred tax assets and liabilities are offset when there 1s a legally enforceabte nght to set off current tax assets against current tax habilives
and when they refate to income taxes fevied by the same taxation authonty and the Group intends to settle its current tax habiliies on a
net basis

Property, plant and equipment

Land and buifdings held for use in the production or supply of goods or services, or for administration purposes are stated in the balance
sheet at deemed cost at the date of transition to IFRS less accumulated depreciation and any accumulated impairment losses All other
assets are stated at historical cost fess accumulated depreciation and accumulated impairment losses

Depreciation 1s charged so as to wnte off the cost or valuation of assets other than land over ther estimated useful ives using the straightdine
method on the following basis

Freehold buildings at rates not less than 2%
Leasehold bulldings at rates which will reduce the book value to nil an or before the termination of the leases with a mintmum of 2%
Plant and machinery not less than 8%
Fixtures, fitings 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 gain 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 1s recognised in profit or lass for the period

Inventortes

Inventonies are stated at the lower of cost and estimated net realisable value Cost compnises direct maternals and where apphcable, direct
labour costs and those overheads that have been incurred In bringing the inventones to their present locasion and condiion Cost 1s calcutated
using the FIFO method Net realisable value represents the estimated selling price |ess all esimated costs of completion and costs 10 be
incurred in marketing selling and distribution

Trade receivables

Trade recevables are recogmised imvually at farr value and subsequently measured at amorused cost using the effective interest rate method
less provision for impairment A provision for impamrment of trade recewables 15 estabhshed when there is objective evidence that the Group
will not be able to collect all amounts due according to the ortginal terms of the recevables

Research and development
Research and development expenditure 1s charged agamst profits in the year in which itis incurred unless it meets the cntena for capitahsauon
set oui In IAS 38 ‘Intangible assets’

Cash and cash equivalents

Cash and cash equivalents includes cash at bank and in hand plus short-term deposits less overdrafis Shertierm deposits have a matunty
of less than three months from the date of acquisiion Bank overdrafts are repayable on demand and form an integral part of the Group s
cash management
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1 Accounting policies continued

Financial instruments
Financial assets and financiat llabilihes are recognised an the Group s balance sheet when the Group becomes a party to the contractual
provisions of the instrument

Denvative financial instruments

The Group s actvities expose 1t prnmarly to the financial nsks of changes in foreign exchange rates The Group uses dernvative financial
instruments (pnmanly foreign currency forward contracts} o hedge 1ts nsks associated with foresgn currency fluctuations relating to certain
firm commutments and forecasted transactions

The occasional use of financizl denvatives 1s governed by the Group s policies approved by the board of directors which provide writen
pnnciples in the use of financial denvatives consistent with the Group's nsk management strategy The Group does not use denvative financial
instruments for speculative purposes

Denvative financial instruments are initally measured at fair value at the contract date and are remeasured to fair value at subseguent
reporting dates Changes in the fair value of denvative financial instruments that are designated and effective as hedges of future cash flows
are recognsed directly in equity and any ineffective portion Is recognised immediately in the Incoma statement

Borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received net of direct 1ssue costs Finance charges including
premiums payable on settlement or redemption and direct 1ssue costs, are accounted for en an accrual basis through the iIncome statement
using the effective Interest method and are added to the carrying amount of the mstrument to the extent they are not settled in the penod in
which they anse

Trade receivables
Trade recevables do not carry any interest and are stated at therr nominal value as reduced by appropnate allowances for estimated imrecoverable
amounts

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

Financial habihities and equity
Financial habilines and equity Instruments are classified according to the substance of the contractual arrangements entered into An eguity
Instrument Is any contract that evidences a residual interest in the assets of the Group after deducting all of its habiliues

Investments

Investments {other than interests in joint ventures) are recogrised and derecognised on a trade date when a purchase of sale of an invesiment
15 under a contract whose terms require delivery of the investment within the timeframe establrshed by the market concerned and are imially
measured at cost, including transaction costs

Investments are classified as either held-to-maturity held-for-trading loans and recevables or avallable-for-sale Held-to-matunty invesiments
and loans and recewvables are measured at amortised cost Held for-trading and available-for-sale imvestments are measured at subsequent
reporting dates at far value Where secunties are held-fortrading purposes, gains and losses ansing from changes In fair value are included in
net profit or loss for the perod For avallable-for-sale investments gans and losses ansing from changes in fair value are recogmsed directly
in equity until the secunty 1s disposed of or 1s determined to be rmpaired at which ume the cumutative gain or loss previously recognised In
equity 15 included in the net profit or loss for the penod

Provisions

Provisions are recognised when the Group has a present obligaton as a result of 8 past event and 1t 1s probable that the Group will be
required 1o setile that obligahon Prowisions are measured at the directors best estimate of the expenditure required to settle the obligauon at
the balance sheet date Prowvistons for restructunng costs are recognised when the Group has a detaited formal plan for the restructuning that
has been communicated to affected parties
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1 Accounting policies continued

Crimical accounting policies and key sources of estimation uncertainty
Estimates and accounting judgements are continually evaluated and are based on histonical expenence and other factors, including expectations
of future events that are believed to be reasonable under the circumstances

The preparation of financial statements under IFRS requires management to make assumptions and esumates about future events The
resulting accounting estimates will by definiion differ from the actual results The assumptions and estimates that have a significant risk of
causing a materal adjustment to the carrying amount of assets and liabilities within the next financial year are as follows

Accounting for intangible assets

The Group records all acguired intangible assets at farr value Intangible assets are deemed to have indefimite hves and as such are not
amortsed but are subject at a mimimum, to annual tests for impairment Determining whather intangeble assets are impaired requires an
estimation of the value in use of the cash-generatng units to which the iniangible asset has been allocated The value In use calculation
requires management to estimate the future cash flows expected 1o anse from the cash-generating unit and a suitable discount rate in order
10 calcutate 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
carnied out as determined by the trustees at intervals of not more than three years The retrement benefit cost under 1AS 1915 assessed In
accordance with the advice of a firm of actuanes based on the latest actuanal valuaton and assumptions determined by the actuary The
assumptions are based on information supplied to the actuary by the company supplemented by discussions between the actuary and
management The assumptions are disclosed m 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 tonger o shorter lives of participants

Revenue recognition

The Group recognises revenue generally at the time 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 Is reasonably assured Should
management consider that the critena for recognition are noi met, revenue IS deferred until such tme as the consideration has been fully
earned Revenue Is measured at the fair value of the consideration receved or receivable and represents amounts recevable net of discounts
rebates and sales-related taxes but including interest receivable on sales on extended credit and income from the provision of technical
sarvices and agreemenis Divdend income from investments 15 recognised when the night to receve payment is established

2 Segmental analysis
The Group s pnmary segment reporting 1s by geographical secter with business sector reporting being 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 three main
business sectors being tolletries and household products food and nutntion and electncal goods

Geographic segments

Africa Asia Europe Eliminations Total
2008 £m £m £m £m £m
Total gross segment revenue 3091 1345 4165 (199 2} 660 9
Inter segment revenue - {18 5} {1807} 199 2 -
Revenue 3091 1160 2358 - 6609
Segrnental operating profit before exceptional items 336 102 326 - 76 4
Excepuonal items (note 3) (42) - 42 - -
Segmental operating profit 294 102 368 - 76 4
2007
Total gross segment revenue 2529 1204 3721 (167 5) 5779
Inter segment revenue - {13 2) {154 3) 167 5 -
Revenue 25289 107 2 2178 - 577 9
Segmental operaung profit before exceptional items 261 98 303 - 66 2
Exceptional items {note 3) 05) - 01 - {0 4}
Segmental operating profit 256 a8 304 - 658
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2 Segmental analysts continued

Africa Asia Europe Tax and cash Total
2008 £m £m £m £fm £m
Segment assets 2197 B4 6 3511 483 7047
Segment liabilities 91) {20 1) {1315) {138 1} {298 8)
Capital addiions goodwill and intangible assets 144 31 1186 - 1361
Depreciation and amortisation 54) {38) 65) - {15 7)
2007
Segment assets 1933 747 2024 704 540 8
Segment liabilities {85} {17 7) (1118} {43 3) (181 4}
Capital additions goodwall and intangible assets 142 56 76 - 274
Depreciation and amorusation {41} {(34) (70) - {14 5)

The share of results of the nutrimon joint venture of £(0 2) million {2007 £(0 8) million) and investmenis in joint ventures of £(0 4) mullion (2007

£{1 7) million} excluding long term loans 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

2008 2007

fm £m

Tolletnes and household 486 3 4318
Food and nutritton 1047 839
Electrical goods 699 524
Total 660 9 577 9

The following 1s an analysis of the carrying amount of segment assets and additions 10 property plant and equipment and intangible assets

analysed by the business segment in which the assets are located

Carrying amount of
segment assets

Caprital additions,
goodwill and
intangible assets

2008 2007 2008 2007

£m Em £m Em

Tolletries and household 588 0 414 4 1339 268
Food and nutrnition 408 353 14 04
Electncal goods 265 207 08 02
Tax and cash 493 704 - -
Total 7047 5408 1361 27 4

Trading between segments Is carmed out on an arm's-length basis and transactions are priced accordingly External market prices are used

where available
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3 Exceptional items

Year to 31st May 2008
Profit befare Profit after
taxation Taxation taxation
Exceptional items included within operating profit Effect on £m £m £fm
Restructuring of UK operations {1} (33) 10 (2 3)
Profit on disposal of fixed assets (n) 21 {0 6) 15
Restructuring of African operations (i} 44) 14 30}
Pension cuntailment (v} 56 {186) 40
Total - 02 02

{1] Restructunng of UK operations
A significant restructunng of the UK business associated with the relocaton of manufactunng from the existing site made up of redundancy
and other associated restructuning cosis

{n] Profit on disposal of fixed assets
The sale of the UK manufactuning site in Manchester resulted 1n an exceptional gain on disposal of £2 1 million

[m} Restructuning of Afnican operations
A significant restructunng of African businesses {Project Unityl made up of redundancy and other associated restructunng costs

{w} Pension curtatlment
The closure of the UK based defined benefit pension schemes on 31st May 2008 resulted in an exceptional curtalment gain of £6 6 milhon
net of associated costs

Year to 31st May 2007
Profit hefore Profit after
taxation Taxation taxation
Excaptional items included within operating profit Effect on £m £m £m
Restructuring of UK operations {1} 51} 15 (3 6)
Profit on disposal of property plant and equipment {ii} a7 {02) 45
Total {0 4) 13 09

{1} Restructuning of UK operations
A significant restructuning of the UX business made up of redundancy and other associated restructuring costs

{u} Profit on disposal of fixed assets
The sale of the Polish head cffice in Warsaw resulted in an exceptional gain on disposal of £5 2 million while a net loss of £0 5 rmullion was
realised in relation to the sale of the Cameroun business due to rationalisation of the Group's smaller operations

4 Profit for the year
Profit for the year has been arnved at after chargingficrediung)

2008 2007

£m £m

Net foreign exchange (gans)/losses {11) 16
Research and development costs 31 45
Amorusation of government grants {04) (0 4)
Depreciauon of property plant and equipment 157 145
Profit on disposal of property plant and equipment (5 5) (7 2}
Profit on disposal of intangible fixed asset {note 10) {43) -
Raw and packaging matenals and goods purchased for resale 3759 3257
QOperating lease rentals 22 11
Employee costs (note 5) 819 811
Auditors remuneration (see below) 08 07
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4 Profit for the year continued
A more detailed analysis of auditors” remuneration on a worldwide basis 1s provided below

2008 2007

£m £m

fees payable 1o 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 audit of the company s subsidianes pursuant to legislation 05 04

Total audn fees 05 04

Qther sernvices pursuant to legislation

Tax services 03 02

Other services 01 01

Total fees 09 07

Fees payable to PricewaterhouseCoopers LLP and their associates for non-audit services to the company are not required to be disclosed
because the consolidated financial statements are required to disclose such fees on a consolidated basis

Included in the amounts above fees were paid to the Group s auditors in respect of therr audit of the Group's UK retirement benefit schemes
totathing £16 400 (2007 £17 000)

The comparative figures relate to the Group s previous auditors Deloitte & Touche LLP
5 Directors and employees

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

2008 2007
Number Number
Production 4,801 5922
Selling and distnikbution 2,659 2 805
Administration 1,237 1150
8,697 9,877
The costs incurred In respect of the above were as follows
2008 2007
£fm £m
Wages and salanes 715 667
Social secunty and other costs 77 61
Post-employment benefits 18 78
Share-based payments 09 05
819 811
The post-employment benefits consist of
2008 2007
£m £m
Defined benefit schemes {note 23} 36 38
Curtailment gain (note 23) {5 9} {09)
Defined contnbution schemes {note 23) 21 18
Qverseas minor defmed benefit schemes and Nigenan gratuity scheme [note 22) 20 31
18 78

FINANCIAL STATEMENTS Annual Report 2008 &1



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

5 Directors and employees continued

Directors’ remuneration

The costs incurred In respect of the directors who are regarded as the key management personnel were as follows

2008 2007
£fm fm
Fees to non-executive directors o1 01
Wages and salanes 17 21
Bonus - cash 03 04
Bonus - deferred annual share bonus 04 04
Benefits 01 01
Social secunity and other costs 03 03
Post-employment benefits 07 10
Share-based payments 03 01
Total 3g 45
No directors costs were incurred by the parent company
6 Net finance income
2008 2007
£m £m
Current asset investment income
Net investment gains 02 a1
interest and dividends receivable 32 27
34 28
Interest payable on bank loans and overdrafts {33) {07)
Total 01 21
7 Taxation
2008 2007
£m £m
Current tax
UK corporation tax charge for the year 49 58
Adjustments in respect of prior penods 09 (0 2)
58 56
Overseas corporation tax charge for the year 130 122
Adjustments n respect of prior penods - (10
130 112
Total current tax charge 188 168
Deferred tax
Temporary differences, ongination and reversal 31 12
Adjustments In respect of pnor periods (07) 06
Total deferred tax 24 17
Total tax charge 212 186

UK corporation tax Is calculated at 29 67% (2007 30%) of the estimated assessable profit for the year Taxation for other junsdictions is

calculated at the rates prevaling in the respective junsdictions

Taxation on 1tems taken directly to equity of £4 2 million {2007 £4 1 million) relates to release of deferred tax provision on disposed properties

and the movement in deferred tax on actuanal losses
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7 Taxation contmued

The tax charge for the year can be reconciled 1o the profit per the consolidated income statement as follows

2008 2007
£m fm
Profit before tax 765 678
Tax at the UK corporation tax rate of 29 67% (2007 30%;) 227 204
Tax effect of revenue / expenses that are not (taxable} / deductible in determining taxable profit 02 (0 4}
Tax effect of utilisation of tax losses and other assets not recognised in deferred tax - (11}
Effect of different tax rates of subsicianies in overseas junsdictions (09) 04
Tax effect of share of results of joint ventures - 02
Sale of properties (086) (03}
Effect of change in UK corporation tax rate (04) -
Prior period adjustment 02 (07)
Tax charge for the year 212 185
8 Dividends
2008 2007
£m £m
Amounts recogmsed as distnbutions to ordinary shareholders in the year compnise
Final dividend for the year ended 31st May 2007 of 3 27p (2006 2 95p} per ordinary share 139 125
Interim dividend for the year ended 31st May 2008 of 1 075p (2007 1 00p} per orcinary share 46 42
185 167
Proposed final dividend for the vear ended 31st May 2008 of 3 625p (2007 3 27p) per share 154 139

The proposed final dividends for the years ended 31st May 2007 and 31st May 2008 were subject to approval by shareholders at the annual
general meeting and hence have not been included as lisbiltes in these financial statements at 31st May 2007 and 31st May 2008
respectively

At 31st May 2008 the Employee Share Option Trust held 2 130 236 ordinary shares (2007 3 913 298 ordinary shares) The trust waived any
entittement to the dividends on these shares

9 Earnings per share

2008 2007
Profit attnbutable to ordinary equity shareholders {£ million) 470 424
Basic earmings per share 11 04p 998p
Diluted earnings per share 10 96p 9 89p

Basic earnings per share and diluted earnings per share are calculated by dividing profit for the penod attnbutable 1o equity holders by the
welghted average number of shares in1ssue

2008 2007
Basic weighted average {000} 425,766 424 348
Diluted weighted average (000} 428,725 428 725
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9 Earnings per share continued
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

2008 2007

Number Number

000 000

Basic weighted average ordinary shares i issue dunng the year 425,766 424,348

Dilutive effect of deferred annual share bonus scheme 2,959 4377

Diluted weightad average 428,725 428,725

Adjusted earnings per share

2008 2007
Basic earnings per share 1 Mdp 999p
Exceptional tems (note 3} {0 28)p 021)p
Adjusted basic earnings per share 10 78p 978p
Diluted earnings per share 10 86p 9 89p
Exceptional items (note 3} (0 25)p 021
Adjusted diluted earmings per share 10 71p 9 68p

Adjusted basic and diluted earnings per share figures are calculated by dividing adjusted profit for the year by the weighted average number of
shares in 1ssue {as above} The adjusted profit for the year is as follows

2008 2007
£m Em
Profit atiributable to crdinary equity shareholders 470 424
Exceptional tems {(11) {0 9}
Adjusted profit 459 45
10 Goodwill and other intangible assets
Other
Goodwill ntangible Total
assets
£m £m £m
Cost
At 1st June 2006 88 45 2 540
Currency retranslation - 02 a2
At 31st May 2007 88 45 4 54 2
Acquired durnng the year 210 753 96 3
QOther {0 5) 12 07
Currency retranslation - i0 10
At 31st May 2008 293 1229 152 2

Intangible assets include the Group's acquired brands Charles Worthington Oniginal Source The Sanctuary and Trix Duning the year the
Group acquired The Sanctuary see note 30 for disclosure on the acquisition In accordance with IFRS 3 ‘Business Combinations , 8 deferred
tax prowision 1s recognised on the difference between the fair value of an acquired asset and its equivalent tax value The effect of this
difference 1s an increase in deferred tax habiines by £21 0 million as at 31st May 2008 {2007 il and a corresponding increase in goadwill

Goodwill and intangible assets which have indefinite useful kves are subject to annual impairment testing or more frequent testing If there
are indications of impairment The recoverable amounts of the cash-generating units (CGUs) are determined from value4n-use calculations
that use amounts from approved budgets and plans over a penod of 5 years (2007 5 years) and cash flows projected forward assuming no
growth from year 10 onwards The discount rate apphed to the cashflow projections was 8 5% {2007 85%) The average per-annum growth
rate appled to the initial five year penod of 10% {2007 10%) was based on industry growth rates
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10 Goodwill and other intangible assets continued
Intangible assets and goodwill are allocated to the appropnate CGU identified which 1s directly dnven by the brand of product The net book
value of goodwill and intangible assets by these CGUs was as follows

Other Other

intangible iniangible

Goodwll Goodwill assets assets

2008 2007 2008 2007

£m £m £m £m

Onginal Source - - 98 98
Charles Worthington 83 88 298 293
The Sanctuary 210 - 753 -
Trix - - 71 61
Other - - 0s 02
Total 293 88 1229 454

There were no impairments of goodwill or imangible assets identfied duning the year or the prior year

Dunng the year the Uroda brand in Poland was sold with the net sale proceeds of £4 3 million being reinvested in the core brands of E
and Lukspa

11 Property, plant and equipment

Fixtures, Assets In
Land and Plant and fittings and course of

bulldings machinery vehicles construction Total
£m £m fm £m £m

Cost
At 1st June 2006 811 1440 312 154 2717
Currency retranslation {10} (04) - (0 6) {20)
Additions 35 76 32 132 27 4
Disposals {52} (25) (41) - {11 8)
Reclassifications 07 51 08 (6 8) -
At 31st May 2007 791 1537 311 214 2853
Currency retranslation 79 11 24 18 232
Acquisitions 13 - 16 - 59
Addiions 76 104 a8 163 391
Disposals {21) 20} {5 9) - {10 0}
Reclassifications 05 46 06 {67) -
At 31st May 2008 973 1778 346 33s 3435
Depreciation and amounts written off
At 1st June 2006 36 103 4 233 - 1303
Charge for the year 19 88 38 - 145
Disposals 02} (15) (36) - (53)
At 31st May 2007 53 107 235 - 1395
Currency retranstation 07 a8 21 - 1186
Charge for the year 22 97 38 - 167
Depreciation acquired with acquisition 12 - 12 - 24
Disposals (0 1) {13) {4 3) - {57)
At 31st May 2008 93 127 9 263 - 1635
Net book values
At 315t May 2008* 880 499 83 338 1800
At 31st May 2007* 738 430 76 214 145 8

At 31st May 2008 the Group had entered into commitments for the acquisition of property plant and equipment amounting to £7 4 million
{2007 £2 4 million) At 31st May 2008 the Group had entered into capital commitments of £4 7 million {2007 £3 4 milhon) 1n relation to 1ts
interests in joint ventures and the Group s share 1n the capital commitments of the joint venture was £2 3 mithon (2007 £1 7 milhon} There
were no assets {2007 £2 6 milhon) that have been categonsed as non-current assets held for sale

*This comprises £180 0 million {2007 £143 2 million) classed as property, plant and equipment with no assets (2007 £2 6 milhon) classed
as non-current assets held for sale
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12 Investments (n joint ventures

£m
Cost
At 1st June 2006 -
Exchange differences on transtation of overseas net assets recognised In equity {09}
Share of result for the year taken to the income statement (0 8)
At 31st May 2007 7}
Exchange differences on translation of overseas net assets recognised in equity 15
Share of result for the year taken to the income statement (02)
At 31st May 2008 (o 4)
2008 2007
£m £m
Aggregated amounts relating to joint ventures
Total assets 575 360
Total habilities (58 3) {39 5}
Net habilities (08) (35)
Revenues 43 4 344
Loss (05) {16}

The Group accounts for joint ventures using the equity method A list of the significant investments in joint ventures including the name

country of incorporation and proportion of ownership interest 1s given in note 32

The presentation of this in note 15 15 as follows

2008 2007
Net investment in joint venture Em £m
Investment in jont venture — share of net liabilites {0 4) (17
Long term loans receivable from joint venture 232 133

228 16

The long-term loans receivable from joint ventures are considered to be part of the Group's net investment in the joint venture

13 Other investments

Non-current asset investments comprise a 31% imvestment in Norpalm Ghana Limited a palm oil plantation in Ghana {note 32) The Group
does not exercise significant influence over the affarrs of this company as 1t does not have the power to participate in the financial and
operating policies of the entity and 1t 1s therefore not treated as an associated company The directors consider the histoncat cost of the

investment to be representative of its fair value at both 31st May 2007 and 31st May 2008

14 Inventones

2008 2007

£m £m

Raw materials and consumables 870 878
Work tn progress 29 29
Finished goods and goods for resale 775 59 7
167 4 150 4

Duning the year ended 31st May 2008 £2 3 million {2007 £1 6 million) was charged to the income statement for damaged, obsolete and lost
inventones The cost of the Inventories recogmised as an expense and included in cost of sales amounts to £375 9 million {2007 £325 7 millien)
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15 Recervables and prepayments

Recelvables due within one year

2008 2007
Em £m
Trade receivables 956 701
Less provision for impairment of trade recevables (S 9) {4 4)
Net trade recervables 897 657
Amounts owed by joint ventures 44 28
Overseas taxation recoverable 043 06
Other receivables 94 85
Prepayments and accrued income 97 74
1136 850
Receivables due after more than one year
2008 2007
£m £m
Net investrment in Joint ventures (note 12) 228 116
Other recevables 01 01
Total 229 17

The presentation of the investment in and loans receivable fram jeint ventures has been re-presented from the year ended 315t May 2007 10
reflect the Iong-term nature of these items and that they are considered to form part of the overall investment in the joint venture

Movements in the Group prowiston for impairment of trade recevables are as follows

2008 2007

£m fm
At 1st June (24} {4 6)
Provision for receivables impatrment (28) 09)
Receivables written off during the year 14 06
Unused amounts reversed 07 04
Unwinding of discounts - o1
Currency translation {08} -
At 31st May {5 8) {4 4)

Provisions are estimated by management based on past default experience and therr assessment of the current econemic environment

There 1s no materal difference between the carrying amounts for trade and other recevables and their farr value, due to the short term
duratton of the majonty of trade and other receivables There is no significant concentration of credit nsk with respect to trade receivables
with the exposure spread over a large number of customers In a number of different countries The maximum exposure to credit nisk at the
reporting date, ts the carrying value of each class of receivable mentioned above

The average credil period taken on sales ranges from 17 to 92 days (2007 17 to 91 days) due to the differing nature of trade receivables in
the Group's geographical segments

The carrying amount of the Group s trade recevables are denominated m the following currencies

2008 2007

£m £m

Sterling 162 i20
Naira 214 153
Euro 196 162
Zloty 105 58
QOther minor currencies 229 164
897 857

The following table shows the age of trade receivables at the reporting date for which no allowance for impairment of trade receivables has
been raised

2008 2007

£m fm

Not past due 782 558
Past due 0-90 days 107 97
Past due 90-180 days 06 02
Past due > 180 days 02 -
- 857
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16 Current assset investments

2008 2007
£m fm
Listed {market value} 03
Unhsted 03 125
03 128
17 Cash and short-term deposits
2008 2007
£m Em
Cash at bank and in hand 204 212
Short term deposits 236 321
Cash and short-term deposits 440 533
Less bank overdrafts (included in borrowings note 18) (5 9) (3 2)
Cash and cash equivalents 381 501
The effective interest rate on short-term deposits dunng the year ended 31st May 2008 was 8 7% (2007 7 6%)
18 Borrowings
2008 2007
£m fm
QOverdrafts due within one year 59 32
Bank loans due within one year 105 28
Bank loans due aifter one year 599 -
763 58
The borrowings are repayable as follows
2008 2007
£m fm
Within one year 16 4 58
Between one to two years 150 -
Between two 10 three years 150 -
Between three to four years 150 -
Between four to frve years 149 —
763 58

On total borrowings fixed interest rates of 6 3% (2007 9 4%) on £5 6 million {2007 £2 2 milion) of borrowings with floating rates on

£70 7 million (2007 £3 6 milhon)

Bank overdrafts are repayable on demand The wesghted average rate of interest on bank overdrafts was 12 0% (2007 12 9%) Bank overdrafts

are at floating rates of interest and hence expose the Group to cashflow interest rate nisk

At 31st May 2008 the Group had undrawn facilines of £76 b million {2007 £60 0 rmullton) avallable to 1t
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18 Borrowings continued

The Group s borrowings were denorminated in the following currencies

2008 2008 2008 2008 2008
Sterling Naira  Thai Baht Other Total
fm £m £m £m £m

Analysis of borrowings by currency
Bank overdrafts - 34 - 25 59
Bank loans 704 - - - 704
704 34 - 25 76 3
2007 2007 2007 2007 2007
Sterling Naira Thai Baht Other Total
£m Em fm £m £m

Analysis of borrowings by currency
Bank overdrafts - 30 - 02 32
Bank loans - - 26 - 26
- 30 26 02 58

The functional currency of the majonty of Group entities 1s local currency Debt raised in currencies other than sterling 1s In most cases raised
in the functional currency of the entity raising the debt

Financial iInstruments and rnisk management

The Group s operations expose it to a vanety of financial nsks that include the effects of changes in foreign exchange rates credit nsks
iquidity and interest rates The pnmary nsk faced by the Group 1s exchange rate nsk The board has reviewed and agreed policies for
management of this nsk and has also approved all of the classes of financial mstruments that may be used by the Group

The Group's treasury function reports to the board at least annually with reference to the application of the group treasury pelicy The palicy
addresses 1ssues of iquidity funding and investment as well as interest rate currency and commodity nsks

The Group's nsk management policies are designed to identfy and analyse these rnisks to set appropnate nsk mits and controls and to
monitor the nsks and limits continually by means of rehiable and up-to-date systems The Group modifies and enhances its nsk management
policies and systems to reflect changes in markets and products The audit committee under authorty delegated by the board formulates
high level Group nsk management policy monitars nsk and receives repors that allow it to review the effectiveness of the Group's nsk
management policies

Credit nsk management

Credit aisk 1s the nisk that financial loss artses from the failure of a customer or counterparty to meet 1ts obligations under a contract It anises
principally from lending trade finance treasury and leasing actvites The Group has dedicated standards pohcies and precedures to contral
and morutor all such nsks Although the Group 15 potentially exposed to credit loss in the event of non-performance by counterparties such
credit nsk s controlled through credit ratng reviews of the counterparties and by hmiting the total amount of exposure to any one party
The Group does not believe 1t 1s exposed to any matenal concentrations of credit nsk

Liqurdity management

Liquidity nsk 1s the nsk that the Group will not be able to meet its financial obhigations as they fall due The Group maintains a strong hqutdity
position and manages the iquidity profile of its assets habilities and commitments so that cashilows are approprately balanced and all
funding obligations are met when due

The Group has credit facihiues with high-quality internaticnal banks All of these faciliues have similar or equivalent terms and conditions
The Group has negouated facilities with its bankers that provide sufficient headroom to ensure hquidity and continwity of funding

Market nsk management
Market nsk 15 the nsk that movements in market rates including foreign exchange rates (nterest rates equity and commodity pnces wall reduce
the Group s income The management of market nsk is undertaken using nsk hmits approved by the finance directors under delegaied authonty
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18 Borrowings continued

Foreign exchange nsk

The Group s activities expose It 10 the financial nsks of changes in foreign currency exchange rates Substdiary undertakings must ensure
that all transactional exposures ansing from commitments in a currency other than their functional currency are identified and monitored
The Group uses foreign currency forward contracts to manage these exposures

Sensitivity analysis
A 10% weakening of the £ against the fellowing currencies at 31st May would have increased equity and profit or loss by the following amounts
shown below This analysis assumes that all other vanables n particular interest rates remain constant

2008 2007
Income Income
Equity  statement Equrty statement
£m £m £m £m
Nigenan Naira 81 09 69 o7
Euro 33 02 28 02
Indonesian Rupiah 27 03 25 03
Australian Dollar 36 04 27 04

A 10% strengthening of the £ against the above currencies would have had the equal and opposite effect on the above currencies to the
amounts shown above on the basis that all other vanables remain constant

Price nisk

The Group ts not exposed to equity secunties price nsk Due to the nature of the business the Group 1s exposed 1o commodity price nsk
The Group does take measures to protect against short-term impacts of these fluctuations however failure to recover higher costs could
have a negative impact on profits

Cash flow and interest rate risk
The Group s fixed rate borrowings are exposed to a nisk of change in their fair value due to changes in interest rates

The Group's vanable rate borrowings are exposed to 8 nsk of change in cash flows due to changes in interest rates The Group has reduced
its exposure to this by entening into interest rate swaps

An Interest rate swap contract was entered into to hedge the cashflow interest rate nisk inherent in liabilines with a notional value of £30 mullion
This swap ensures an average effective fixed rate payabte of 5 11% untl June 2011 At 31st May 2008 the fair value of the interest rate swap
was nil

Fair values
Financial instruments utilised by the Group during the years ended 31st May 2008 and 31st May 2007 together with information regarding
the methods and assumptions used to calculate fair values, can be summansed as follows

Current and non-current investments

In accordance with IAS 39 Financial Instruments Recognition and Measurement  unlisted investments are held in the Group's balance sheet
at cost because their fair value cannot be measured relizbly due to the lack of quoted market prices The carrying value of the Group's listed
investments which are classihed as held-for-trading 1s il (2007 £0 3 million)

Current assets and lrabilities
Financial instruments included within current assets and liabilities (excluding cash and berrowings) are generally short-term in nature and
accordingly their fair values approxamate to their book values

Borrowings and cash
The carrying values of cash and shori-term borrowings approximate to their far values because of the shortterm maturity of these instruments
The fair value of long-term borrewings at 31st May 2008 1s estimated not 10 be matenally different from its carrying value

The financial instruments held by the Group do not either individually or as a class create a potentially significant exposure to market credit
hquidity or cash flow interest rate nsk
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18 Borrowings continued

Fair values of financial assets and financial iabilities

Set out below 15 a comparson by category of the carrying values and fair values of all the Group s financial assets and financial abilities as
at 3ist May 2008 and 31st May 2007 None of the financial assets and habilities have been reclassified duning the year

2008 2007
Carrying Carrying
amount and amount and
fair value fair value
£m £m
Loans and receivables
Cash and short-term deposits 440 B33
Trade and other recewvables 1136 850
fFinancial habilties
Trade and other payables {113 9) 95 7)
Bank overdrafts (59) 32)
Bank toans (70 4) (26)
19 Trade and other payables
2008 2007
£m £m
Trade payables 509 458
Amounts owed to JoInt ventures 27 35
QOverseas income tax 55 61
Other taxation and sociat secunty 49 23
Other payables n7z 71
Accruals and deferred income 382 309
1138 957

Trade and other payables comprise amounts outstanding for trade purchases and ongoing costs The average credit peniod taken for trade

purchases s 45 days (2007 46 days)

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

20 Other habilities

2008 2007
£m £m
Qther payabtes 0o 14
Accruals and deferred income 06 -
15 14
21 Deferred tax
Revaluation
Property, Retirement of property, Other Share
plant & benefit plant & timing Business based
equipment obhgations equipment drfferences combinahons payments Total
£m £m £m £m £m £m £m
At 1st June 2006 91) 36 {14 7} 42 (88) 02 (24 6}
Charge to income (19) {03} - 05 - (17)
Charge to equity - 24 17 - - - 41
Currency translabon 09 - 07 05 - - 21
At 31st May 2007 {10 1) 57 {12 3} 52 {8 8) 02 (20 1)
Charge to income (13) {2 9} - 18 - - (24)
Charge to equity - 57 {15) - - -~ 42
Acquisition - - - {0 3) {20 5) - (20 8)
Currency translabon 02 - {12) {06) - - {1 8)
At 31st May 2008 (112) 8s {15 0) 61 {29 3) 02 {40 7)
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21 Deferred tax continued
Certain deferred tax assets and labilities have been offset in accordance with IAS 12 ‘Income taxes’ The following 13 the analysis of the
deferred 1ax balances {after offset) for financial reportng purposes

2008 2007

£m fm

Delerred tax assets 60 43
Deferred 1ax liatihues (46 7) (24 a}
{40 7} {20 1}

At the balance sheet date the Group has unused tax losses of £0 4 millign (2007 £1 1 million) avallable for offset aganst future profits No
deferred tax asset {2007 nil) has been recognised n respect of these losses an the basis of future expected profitability Of the £0 4 million
{2007 £1 1 million) of unrecogrised deferred tax assets nul (2007 £1 1 millien}1s not expected to expire Temporary ditferences ansing in
conneclion with interests in associates and jomnt ventures are not significant

22 Provisions

Retirement

benefits

and similar
obligations Others Total
£m £m £m
At 1st June 2007 61 39 100
Currency retranslation 07 - 07
Income statement 21 - 21
Uutlised in the year {51} (2 2) {7 3}
At 31st May 2008 38 17 55

Cther provisions at 31st May 2008 include UK restructunng and other provisions of £1 7 milion (2007 £3 8 million) which are expected to
be predominantly utiised in the next 12 manths Of the retrement benefits provision £0 4 millon {2007 £3 5 million) 15 expected to be utiised
in the next 12 moenths

Included within ‘retirement benefits and stmilar obligations are both funded and unfunded retirement benefit cbligations relating to the
Group's overseas subsidianies as well as other employee related provisions for long service and sick leave These obligations have been
measured (n accordance wath 1AS 19

23 Retirament benefits

Overview
The Group operates reurement benefit schemes for most of its United Kingdom and overseas subsidianes On 31st May 2008 the three defined
benefit schemes in the United Kingdom were closed to future accrual

The following three defined benefit schemes are the Group s main schemes which are based and administered in the UK
* Main staff plan - for all ehgible UK based staff excluding PZ Cussons Plc executive directors

« Directors plan - for PZ Cussons Plc executive duectors

+ Expatnate plan - for all eligible expatrate staff based outside the UK

Employees within these schemes are prowided 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 retrement benefit
scheme 15 included in the total pension cost on a basis consistent with IAS 19 Employee benefits and the assumpuons set out below In
accordance with these unfunded arrangements the Group made payments to former directors of £13 331 {2007 ni)in the year ended
31st May 2008

The last tnennial 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 31st May 2008 reflects a pension surptus of £21 5 million {2007 £23 1 million}in respect of the Expatriate plan
and combined deficits in the Staff and Directors’ plans of £38 5 million {2007 £28 9 million) and £9 4 million (2007 £8 3 million) respectively

For the year to 31st May 2008 the total defined benefit penston gain ansing from the three schemes amounted to £2 3 million {2007 cost of
£2 9 million)
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23 Retirement benefits continued
The major financial assumptions used by the actuary were as follows

2008 2007
Rate of 1ncrease In salanes 4 80% 410%
Aate of increase in retirement benefits in payment 380% 310%
Discount rate 570% 5 20%
Inflation assumption 380% 310%
The mortahty assumpuons used were as follows
2008 2007
Years Years
Longevity at age 65 for current pensioners
- men 219 218
—women 248 247
Longevity at age 65 for future pensioners
- men 225 225
—women 253 253
The assets in the schemes and the expected rates of returmn were
2008 2007 2006
fm £m fm
Equities 7 00% 1226 6 90% 1300 6 70% 177
Bonds 5 10% 90 3 8 70% 908 4 50% 935
Cash and other 5 00% 120 5 Q0% 84 4 25% 38
Total farr value of scheme assets 2249 2292 2150
Present value of scheme liabilities {251 3) (243 3} (222 1}
Deficit in the schemes {26 4} {14 1} 7 1}
Related deferred tax asset 74 42 21
Net retirement benefit deficit {19 0} (99) (50}

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 historical level of the nsk premium associated with the other asset class in which the portfolio 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 allocation
to develop the expecied long-term return on assets assumption for the portfolio The actual loss on plan assets was £3 2 milhon (2007 gain
of £17 6 million)

The net retirement benehit gain/expense before taxation recognised in the Income statement in respect of the defined benefit schemes is
summansed as follows

2008 2007

£fm £m
Current service cost 47} (4 4)
Past service cost - 02)

Expected return on scheme assets 137 121
Interest cost {12 6) (11 3)
Curtailment gain 59 09
Net reurement benefit gain /{expense) before taxation 23 (29)

All above amounts are recogrised In the Group s iIncome statement before arnving at operating profit
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23 Retirement benefits continued
The reconcihiation of the opening and closing balance sheet posiuon i1s as follows

2008 2007
£m fm
Deficit at beginning of year (14 1) (7 1}
Gain / (expense) recognised in the consolidated income statement 23 (29}
Coninbutions paid 68 41
Net return on assets / liabiliies - 01}
Actuanal loss (21 4} (81}
Net deficit at end of year |26 4) (14 1)
Analysed between
Retrement benefit surplus 215 231
Retirement benefit obhgation {47 9) (37 2

Actuarizl gamns and losses are recognised directly in the statement of recognised income and expense At 31st May 2008 a cumutative
pre-tax loss of £36 9 million {2007 £15 5 million) was recorded directly in the statement of recognised income and expense

Movemenis in the fair value of plan assets were as follows

Assets Assets

2008 2007

£m fm

1st June 2292 2150
Expected return on assets 137 121
Actuanal (losses)/gains (16 9) 55
Employer contribution 68 49
Member contnbutions 12 12
Benefits paid {91) 87)
31st May 2249 2292

Movements in the present value of the defined benefit obhigations were as follows

Obhgations Obligations

2008 2007

£m fm
1st June {243 3) {222 1)
Current service cost 47 4 4)
Interest cost (12 6) (113}
Plan participants contributions 12) (2
Past service cost - 02)
Acwaral losses {4 5) {137}
Curtalment gain 59 09
Benefits paid 91 87
31st May {251 3) (243 3}
Plans that are wholly or partly funded {247 9) {240 6}
Plans that are wholly unfunded {34) 27}
{251 3) {243 3}
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23 Retirement benefits continued
The hustory of the plan for the current and pnor years 15 as follows

2008 2007 2006 2005
Difference between expected and actual return on scheme assets
Amount {Em) {16 9) 55 16 10586
Percentage of scheme assets (8%]) 2% 5% 5%
Expenence gains and iosses on scheme habilities
Amount (£Em) 15 {16} 35 01
Percentage of scheme habilities 1% (1%} 2% 0%
Total amount recognised in statement of recognised income and expense
Amount net of deferred tax (Em} {15 4) (5 6} (38) 36
Percentage of scheme habiliies (6% {2%} (2%} {2%)

Dunng the year ending 315t May 2009 the Group currently expects 1o make cash contnbutions of £2 7 millton (2008 £3 4 million} to funded
defined benefit plans This includes mandatery and discretionary payments [n addition, a further £4 4 millon {2007 £2 1 milhon) 1s expected
to be contributed to defined contribution plans

The amount recognised as an expense in the consolidated income statement in relation to defined coninbution schemes 1s £2 1 mithon (2007
£1 8 million)

Other significant schemes

In addition to the UK schemes the Group previously operated a sigmificant post-employment scheme in Nigena the Nigerian Gratuity scheme
This scheme allowed ehgible members 10 accrue benefns over their employment based on therr final salary The scheme ceased operating
in March 2008 The Group prowvides for the lability in accordance with IAS 19 The prowision at 31st May 2008 was £0 4 million {2007

£3 5 mithon} and has been included in provisions in the Group balance sheet

24 Share capital
2008 2007
Number Amount Number Amount
000 £m 000 £m
Authonsed
Ordinary shares of 1p each 570,000 57 570 000 57
Total authorised share caprtal 570,000 57 570 000 57
Allotted, called up and fully paid
Ordinary shares of 1p each 428,725 43 428,725 43
Total called up share capital 428,725 43 428 725 43
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25 Statement of changes in shareholders’ equity

Currency Caprtal
Share Revaluation translation redemption Retained Other Minorrty
capital reserve reserve reserve earmings reserve Interests Total
£fm £fm £m £m £m £m £m £m
At 1st June 2006 43 273 33 o7 2693 {29) 464 3384
Net income recognised for
the period - - - - 424 - 70 194
Currency retranslation - 01 {2 4) - - ~ 17) (4 0)
Ordinary dividends - - - - {16 7) - - (16 7}
Share-based payments - - - - own - - 1
Realisation of revaluation surplus - {03} - - 03 - - -
Release of deferred tax provision
on disposed properties - 01 - - - - - 01
Change in deferred tax liability
on revalued properties - 24 - - - - {08) 186
Shares purchased for ESOT - - - - - (05} - {0 5)
Shares to be awarded from ESOT - - - - - 04 - 04
Minority interest dividend paid - - - - - - (33) 33)
Actuanal losses on defined
benefit schemes - - - - (83) - - (8 3)
Tax on actuanal losses on
defined benefit schemes - - - - 24 - - 24
At 31st May 2007 43 286 co a7 2793 {30) 476 3694
Net (ncome recognised for
the pencd - - - - 47 0 - 83 55 3
Currency retranslation - 27 221 - - - 44 292
Ordinary dividends - - - - (18 5} - - (18 5)
Share-based payments - - - - 03 - - 03
Realisation of revaluation surplus - (11 - - 11 - - -
Change in deferred tax hability en
revalued properiies - {14) - - - - o1 (15)
Shares purchased for ESOT - - - - - {02) - {02)
Shares to be awarded from ESOT - - - - - 06 - 06
Minority interest dvdend paid - - - - - - (30} (30)
Actuanal losses on defined
benefit schemes - - - - {21 4) - - (21 4}
Tax on actuanal losses on defined
benefit schemes - - - - 57 - - 57
At 31st May 2008 43 298 230 07 2935 (2 6) 572 405 9

The revaluation reserve anses from the Group s decision to adopt the transitional provisions of IFRS 1 ‘First-time adoption of IFRS' and to
treat the previous revalued amounts in relation to properties as deemed cost at 1st June 2004 the date of transition to IFRS This should be
considered to be part of retained earnings
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26 Other reserve

Shares Charged Net

held 1n to income book

trust Cost  statement value

Number (000) £Em £m £m

At 31st May 2006 4970 70 (41) 29
Compensatory bonus 1ssue 320 05 - 05
Shares transferred out {1.380} - - -
Shares 1o be awarded - - (0 4) (04}
At 31st May 2007 3810 76 (45} 30
Shares purchased 130 02 - 02
Shares transferred out {1910) - - -
Shares to be awarded - - (08} (08}
At 31st May 2008 2,136 77 {51) 26

The Group 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 achievement of annual targets and are normally recerved by directors after three years
of continuing employment from the date of grant At 31st May 2008 the trust held 2 130 236 (2007 3 913 229) ordinary shares with a market
value of £4 1 million (2007 £6 7 mullion) The trust has waived any entitiement to dvidends in respect of all the shares it holds

27 Reconcilation of profit before tax to cash generated from operations

2008 2007
£m fm
Profit before tax 765 679
Adjustment for finance income {01) (21}
Operating profit 764 658
Depreciation 57 145
Profit on sale of tangible fixed assets (55) (7 2)
Profit on sale of intangible fixed assets (43) -
Share of results from joint ventures o2 08
Loss on sale or termination of operations - 05
Charge for ESOT shares to be awarded 06 04
Operating cash flows before mevements in working capital 831 748
Movements in working capital
Inventories {38) {12 6)
Recewvables (137) {11 0)
Payables (7 6) 72
Provisions (50) 03
Cash generated from operations 530 587
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28 Operating lease commitments
At the balance sheet date the Group had outstanding commitments for future mimmum lease payments under non-cancellable operauing
leases over certain of 1ts office properties which fall due as follows

2008 2007

£m fm

Within one year 27 11
In the second 1o fifth years inclusive 59 20
Qver five years 60 -

The Group lease a number of warehouses and adrmunistration facilities These are subject to review dates ranging from 2010 to 2023

29 Share-based payments

The company operates a share opticn scheme {or senior executives Options are exercisable at a price equal to the average guoted market
price of the company s shares on the dealing day before the option 15 granted Options are forferted (f the employee leaves the Group for any
reason outside of the scheme rules Options under the scheme ara exercisable in a peniod beginning no earlier than three years from the
date of grant and are subject to performance conditions

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 straightdine basis over the vesting penod based on the Group's esumate of shares that will eventually vest

Fair value 1s measured by use of a Black-Schales model according to the relevant measures of performance The model includes adjustments
based on management s best estimate, for the effects of exercise restncuons behavioural considerations and expected dividend payments
The option Iife 1s denived by the models based on these assumptions and other assumptions identfied below The total expense included
within operating profit in respect of the share option scherne was £0 3 milbon {2007 £0 1 mullion) and the deferred annual bonus scheme
was £0 6 million (2007 £0 4 milhon)

For those share optron awards that were granted in the years ended 31st May 2008 and 31st May 2007 the assumptions used in the calculation
of the fair values were as follows

2008 2007
Vesting penod 3yrs 3yrs
Expected volatility 24 6% 24 6%
Expected option life after anticipated lapses 3yrs 3 yrs
Risk-iree rate 45% 3%
Expecied dividend yield 222% 2 68%
Fair value per share {p) 236 225

The expected volatlity assumption for the share options granted in the year ended 315t May 2007 has been restated from 12 0% 10 24 6%
This has resulted in an increase In the fair value per share eption granted in the year to 31st May 2007 from 6 8p to 22 5p The impact of this
restatement has not been sigmificant and therefore has been accounted for in the current year

Expected volatiity was determuned by calculating the histonc volatility of the Group s share price over the previous four years The expected
Iife used in the model has been adjusted, based on management s best estimate for the effects of non-transierability exercise restnctions
and behavicural considerations The dividend yield for 2007 was used for 2008 as the dividend for 2008 had not been approved at the AGM
at the time the accounts were published
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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

Waeighted
Number average
of share exercise
options price £
Outstanding at 1st June 2006 5 487 190 10
Granted 1 444 930 14
Exercised (67 641) 08
QOutstanding at 31st May 2007 6,864 539 11
Exercisable at 31st May 2007 245110 07
Qutstanding at 1st June 2007 6 864,639 11
Lapsed (701 035) 09
Granted 975769 17
Exercised {1216,451) 09
Outstanding at 31st May 2008 6,922,822 15
Exercisable at 31st May 2008 1,960,797 10
Weighted
average
Price / share exercise
£ price £

Range of prices
31st May 2008 0717 12
31st May 2007 0714 11
Weighted
Number average
of share contract

options term {years)

Weighted average contractual remaining life
31st May 2008 5,922,822 26
31st May 2007 6,864 539 26

There were no opttons autstanding at 31st May 2008 or 31st May 2007 that are outside of the scope of IFRS 2 Share-based payments’

FINANCIAL STATEMENTS Annual Report 2008 79



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS CONTINUED

30 Acquisition
On 29th January 2008, the Group acquired the entrre share capital of The Sanctuary Spa Holdings Limited and its whaolly owned subsidianes
for a cash consideration of £74 4 milion on a cash and debt-free basis including associated costs

The acquired business cantrbuted revenues of £5 3 million and operating profit of £1 0 million to the Group for the penod from 29th January
2008 to 31st May 2008 Hi the acquisition had occurred on 1st June 2007 Group revenue would have increased by £26 4 million and operating
profit would have increased by £6 7 million These amounts have been calculated using the Group s accounting policies together with the
consequential tax effects

Details of the preliminary fair value assessment of assets and habilities acquired and goodwill are as follows

Purchase consideration £m
- Cash paid 735
- Direct costs relating to the acquisition 09
Total purchase consideration 744

The assets and labilities acquired as of 28th Jfanuary 2008 ansing from the acquistion are as follows

Acquiree’s

Provistonal carrying

fair value amount

£fm £m

Property plant and equipment (note 11) 35 35
Brand (included in intangibles) (note 10} 753 -
Inventories 20 22
Trade and other receivables 21 23
Trade and other payables (82} {7 1)
Deferred tax liabihties 03} {0 3)
Net assets acquired 74 4 06
Purchase considerauon settled in cash 74 4
Cash outflow on acquisition 744

Under IFRS 3 "Business Combinations” a deferred tax provision is recogmised on the difference between the fair value of an acquired
asset and its equivalent tax value The effect of this difference 1s an increase in deferred tax babilities by £21 0 million as at 31st May 2008
{2007 nil} This has resulted in the creation of goodwill of £21 0 million (2007 rul)

Fair value adjustments relate to provisions for inventory receivables and tax
There were no acquisitions In the year ended 31st May 2007
31 Related party transactions

The following related party transactions were entered into by subsidiary companies dunng the year under the terms of a joint veniure agreement
with Glanbia Plc

At 31st May 2008 the outstanding balance receivable from Milk Ventures (UK) Ltd was £23 2 million (2007 £13 3 milion} At 31st May 2008
the Group had no cuistanding balance payable to Milk Ventures (UK} Lid {2007 i}

The Group sourced and then scld fixed assets and raw matenals to Nutncima Ltd to the value of £43 8 milbon {2007 £30 7 million) At
31st May 2008 the amount outstanding from Nutricima Lid was £4 4 milien (2007 £2 8 million)

Nutrnicima Ltd sold £43 4 milhon (2007 £34 9 million} of goods to PZ Cussons Nigena Ple The amount outstanding from PZ Cussons Nigeria Plc
at 31st May 2008 was £2 7 million (2007 £3 5 milion}

All trading balances will be settled in cash

There were no provisions for doubtiul related pary recevables at 31st May 2008 (2007 mil} and no charges to the iIncome statement In respect
of doubtful related party recevables (2007 nil}
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32 Subsidianes, joint ventures and non-current asset investments
Details of the company s principal subsidiaries at 31st May 2008 are as follows

Parent Proportion
Incorporated company’s of voting

Company Operation n interest interest
PZ Cussons Austraha Pty Lid Manufactunng Austraha 1100% t100%
PZ Cussons Middle East and South Asta FZE Distnbution Dubat "100% t100%
Charles Worthuington Harr & Beauty Ltd Holding company England *100% *100%
FC Lid Manufactunng England 100% 1100%
PZ Cussons (Heldings) Ltd Helding company England *100% *100%
PZ Cussons {International) Ltd Provision of services to Group companias England *100% *100%
PZ Cussons (UK) Lid Manufactunng England t100% 1100%
The Sanctuary Spa Heldings Ltd Provision of spa services and product distribution England 100% "100%
PZ Cussons Ghana Ltd Holding company Ghana 0% t90%
Minerva SA Manufacturing Greece *100% *100%
PT PZ Cussons Indonesia Manufactunng Indonesia "100% 100%
PZ Cussons East Africa Ltd Manufactunng Kenya T100% H00%
HPZ Ltd? Manufacturing Nigera '46% *46%
PZ Cussons Nigena Ple? Manufacturing MNigerna 651% 61%
PZ Cussons Polska SA Manufacturning Poland 99% 199%
PZ Cussons {Thatland) Ltd Manufacturnng Thalland t100% 1100%

HPZ Ltd 1s 76% owned by PZ Cussons Nigena Plc and 1s therefore conselidated

2PZ Cussons Migena Plc was {formerly called Paterson Zochonis Industres Ple

Parent

Incorporated company’s

Joint venture companies n interest
Milk Ventures (UK) Ld Holding company England t50%
Nutrigima Lid Manufactunng Nigeria 150%
Parent

Incorporated company’s

Other investments n interest
Norpalm Ghana Ltd Manufactunng Ghana 3%

*Shares held by the parent company

*Shares held by a subsidiary
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FIVE YEAR FINANCIAL RECORD

IFRS IFRS IFRS IFRS UK GAAP

2008 2007 2006 2005 2004
Year to 315t May £m fm £m fm £m
Operating profit before exceptional itemns 76 4 662 602 535 541
Net investment income 01 21 34 46 47
Profit before taxation and exceptional items 76% 683 636 581 58 8
Exceptional items - (0 4} (2 4} {47} 12
Profit before taxation 765 679 612 634 600
Taxation {21 2) {18 5} {18 B} {18 3} {18 2)
Profit for the year 6553 49 4 426 351 418
Attrbutable to
Equity holders of the parent 470 424 354 288 3.3
Minorty interests 83 70 72 63 35
Net assets attnbutable 1o ordinary shareholders 3487 3118 2920 2910 2596
Per ordinary share
Basic earnings 11 04p 983p 8 33p 6 60p 8 86p
Adjusted basic earnings 10 78p 9 78p 8 90p 7 85p 816p
Dwwvidend (intenm and final declared post year-end) 4 70p 4 27p 388p 353p 320p
Times cover — after exceptienal items 23 23 21 19 28
Times cover — before exceptional items 23 23 23 22 25
Net assets 8133p 72 72p 68 10p 71 40p 63 70p

The amounts disclosed for 2004 are stated on the basis of UK GAAP because 1t 1s not practicable to restate amounts for peneds prior 10
the date of transition to IFRS The significant changes on adoption of IFRS can be found on the Group website www pZcussons com
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INDEPENDENT AUDITORS' REPORT TC THE MEMBERS OF PZ CUSSONS PLC

We have audited the parent company financal statements of PZ Cussons Plc for the year ended 31st May 2008 which comprise the Balance
Sheet and the related notes These parent company financial statements have been prepared under the accounting policies set out therein
We have also audrted the informatien in the Report on Directors’ Remuneration that 1s desenbed as having been audited

We have reported separately on the Group financiat statements of PZ Cussons Ple for the year ended 31st May 2008

Respective responsibilities of directors and auditors
The directors’ responsibiiuies for prepanng the parent company financal 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’ Responsibilities

Our responsibility 1s to aucht the parent company financial statements and the part of the Report on Directors Remuneration to be audited in
accordance with relevant legal and regulatory requirements and International Standards on Auditing {UK and Ireland) This report including the
opimion has been prepared for and only for the company s members as a body 1n accordance with Section 235 of the Companies Act 1985
and for no other purpose We do not in giving this opimon accept or assume responsibility for any other purpose or ic any other person to
whom this report 1s shown or into whose hands it may come save where expressly agreed by our prior consent in writing

We report to you our opimon as to whether the parent company financial statements give a true and fair view and whether the parent company
financial statements and the part of the Repont on Directors’ Remuneraton to be audited have been properly prepared in accordance with
the Companies Act 1985 We also report to you whether in our apinion the information given in the Report of the Directors is consistent with
the parent company financial statements

In addiuon we report to you if in our opinion the company has not kept proper accounting records, If we have not received all the information
and explanations we require for our audit or if infformation specified by law regarding directors’ remunerauion and other transactions 1s
not disclosed

We read other information contained in the Annual Report and consider whether 1115 consistent with the audited parent company financial
statements The other informaton compnses only the Introducuon, the Chairman's Statement the Group Structure and Pnngipal Activities
the Report of the Directors the Report on Directors’ Remuneration the Corporate Governance Staterent and the Five Year Financial Record
We consider the implications for our report if we become aware of any apparent misstatements or material inconsistencies with the parent
company financial statements Our responsibilities do not extend to any other information

Basis of audit opimion

We conducted our audit in accordance with International Standards on Auditing {UK and Iretand) 1ssued by the Auditing Practices Board An
auditincludes examination on a test basis of ewidence relevant to the amounts and disclosures in the parent company financial statements and
the part of the Report on Directors Remuneration to be audited [t also includes an assessment of the significant estimates and udgments made
by the directors in the preparation of the parent company financial statements and of whether the accounting policies are appropnate 10 the
company's circumstances consistently apphed and adequately disclosed

We planned and performed our audit so as to obtatn all the information and explanations which we considered necessary in order to provide
us with sufficent evidence to give reasonable assurance that the parent company financial statements and the part of the Report on
Directors’ Remuneration to be audited are free from matenal misstatement whether caused by fraud or other irregulanty or error In forming
our opinion we also evaluated the overall adequacy of the presentation of informaton in the parent company financial statements and the
part of the Report on Directors’ Remuneration to be audited

Opimon
in our opinion

* the parent company financial statements give a true and fair view, 1n accordance with United Kingdom Generally Accepted Accounting
Practice of the state of the company's affans as at 31st May 2008

+ the parent company financial statements and the part of the Report on Directors’ Remuneration to be audited have been properly
prepared In accordance with the Companies Act 1985 and

* the information given in the Repont of the Directlors 1s consistent wath the parent company financial staternents

P;":Wa.l“‘/\-\.qnmc.ww.u> L-lr‘a

PricewaterhouseCoopers LLP

Chartered Accountants and Registered Auditors
Manchester United Kingdom

29th July 2008
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COMPANY BALANCE SHEET

At 31st May 2008
2008 2007
Notes £m fm
Fixed assets
investments
Subsidhary companes 3 1191 1201
1191 1201
Current assets
Debtors falling due within one year 4 1185 451
Investments 5 20 101
Cash at bank and in hand 44 -
1249 55 2
Creditors — amounts falling due within one year 6 {129 5) (104 0)
Net current iabilities {4 €) (48 8)
Total assets less current habilities 1145 713
Creditors — amounts falling due after one year 6 (66 1) (7 0)
Net assets 484 64 3
Capital and reserves
Equrty ordinary share capital 7 43 43
Reserves attnbutable to equity interests
Caprtal redemption reserve 8 07 07
Profit and loss account 8 46 0 623
Other reserve 9 |2 6] {3 0}
Tota! shareholders’ funds 48 4 643

Approved by the board of directors and signed on its behalf by

A JGREEN G 1S
29th July 2008
Wl 7
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NOTES TO THE COMPANY FINANCIAL STATEMENTS

1 Basis of preparatton
The accounts have been prepared in accordance with the Compames Act 1985 and United Kingdom Generally Accepted Accounting Practice
{UK GAAP} under the histonical cost convention As permitted by section 230 of the Comparies Act 1985 an entty profit and loss account
15 not included as part of the published consolidated financial statements of PZ Cussons Ple The prodit for the financial year dealt with in the
accounts of the parent company 1s £2 2 million {2007 £2 2 million}

No cash flow statement has been included as the cash flows of the company are included in the consohidated financial statements of
PZ Cussons Plc which are publcly avatlable The conselidated financial statements of PZ Cussons Plec have been prepared in accordance
with International Financial Reporung Standards

The company has no employees (2007 nil} No costs were incurred by the company in respect of employees or directors (2007 nil) Amounts
paid to the company's auditors in respect of the statutory audit were £6 000 (2007 £5 000}

Accounting policies
The prncipal 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 liabilities are translated at exchange rates prevalling at the date of the company balance sheet

Taxation and deferred taxation
Current tax including UK corporation tax is provided at amounts expected to be paid or recevered 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 timing differences that result in an obligation at the balance sheet date to pay more tax or a nght 1o
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
from the inclusion of tems of iIncome and expenditure in taxation computations in penods different irom those in which they are included in
financial statements Deferred tax 15 not provided en iming differences ansing fram the revaluation of fixed assets where there 15 no
binding contract to dispose of these assets nor on unremitted earnings where there s no binding commitment to remit these earnings
Deferred tax assets are recognised to the extent that it 1s regarded as more likely than not that they will be recovered Deferred tax assets
and liabiities are not discounted

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

Financial instruments
Financial assets and financial habiliues are recogmised on the company s balance sheet when the company becomes a party to the contractual
provisions of the mstrument

Borrowings

Interest-bearing bank loans and overdrafts are recorded at the proceeds received net of direct 1ssue costs Finance charges including premums
payable on settlement or redemption and direct 1Issue costs are accounted for on an accrual basis through the profit and loss account using
the effective mterest method and are added to the carrying amount of the instrument to the extent they are not settled in the period in which
they anse

The company has not entered into any transactions involving derivative instruments

Financial liabilhiwes and equity
Financial habilities and equity instruments are classified according to the substance of the contractual arrangements entered into An equity
Instrument I1s any contract that evidences a residual interest in the assets of the company after deducting all of its lhabilmes

Current asset investments

Investments (other than interests 1n joint ventures) are recognised and derecognised on a trade date when a purchase or sale of an investment
1s under a contract whose terms require delivery of the investment within the umeframe established by the market concemed, and are ininally
measured at cost Including transaction costs

Investments are classified as either held-to-matunty held-fortrading loans and recevables or avallable-for-sale Held-to-matunty investments
and loans and recevables are measured at amorused cost Held-for-trading and available-for-sale investments are measured at subsequent
reporting dates at fair value Where secunties are held-for-tiading purposes gains and losses ansing from changes in fair value are included in
net profit or loss for the peniod For available-for-sale investments gains and losses ansing from changes in fair value are recogrised directly in
equity untit the secunity 1s disposed of or 1s determined to be impaired at which time the cumulative gain or loss previously recognised in
eguity 1s included in the net profit or loss for the penod

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

Cnitical accounting policies and esttmation uncertainties
None of the above accounting policies are considered to be entical 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 Reporting 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 Dwidends

2008 2007
£m Em

Amounts recognised as distnbutions to ordinary shareholders in the year compnse
Final dividend for the year ended 315t May 2007 of 3 27p (2006 2 95p) per ordinary share 139 125
Intenm dividend for the year ended 31st May 2008 of 1 076p {2007 1 00p) per ordinary share 46 42
185 167
Proposed final dividend for the year ended 31st May 2008 of 3 625p (2007 3 27p} per share 154 138

The proposed final dividends for the years ended 31st May 2007 and 31st May 2008 were subject to approval by shareholders at the annual
general meeting and hence have not been included as habilithies in these financial statements at 31st May 2007 and 31st May 2008 respecuvely

At 315t May 2008 the Employee Share Option Trust held 2 130 236 ordinary shares (2007 3,913 299 ordmary shares) The trust waived any

entittement to the dividends on these shares

3 Investments in subsicharies

Shares Loans Total

£m £fm £fm

Cost at 1st June 2007 1203 44 124 7
Acquisition 04 - 04
Repayment of lpan - {14) (14)
Cost at 31st May 2008 1207 30 1237
Provisions at 1st June 2007 and 31st May 2008 (4 8) - (4 6)
Net book value at 31st May 2008 1161 30 1191
Net book value at 1st June 2007 1157 44 1201

Details of the company’s direct subsidianes at 31st May 2008B are as follows

Parent Proportion

Incorporated company’s of voting

Subsidiary companies Operation n interest interest
Charles Worthington Hair & Beauty Ltd Holding company England 100% 100%
PZ Cussons (Holdings) Ltd Holding company England 100% 100%
PZ Cussons {International) Lid Prowvision of services to Group companies England 100% 100%
Minerva SA Manufactunng Greece 100% 100%
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

4 Debtors
2008 2007
£m £m
Amounts owed by Group comparies 1167 44 1
United Kingdem corporation tax recoverable 04 06
Overseas taxation recoverable 01 01
Prepayments and accrued income 13 03
1185 a5 1
5 Current asset investments
2008 2007
Em fm
Unlisted 03 03
Deposits 17 g8
20 101
6 Creditors
2008 2007
£m £m
Due within one year
Amounts owed to Group companies 1170 100 7
United Kingdom corporation tax payable 08 -
Other creditors 10 08
Bank loan and overdraft 106 10
Accruats and deferred income 01 15
1285 104 0
OCue after one year
Amounts owed to Group compames 62 62
Bank loan 599 -
Other creditors - 08
66 1 70

A1 3151 May 2008 the company had undrawn overdraft facilities of £40 O mullion (2007 £40 0 million) available to it There are no committed
facthiues at 31st May 2008 (2007 i)

Financial instruments and risk management
The company 15 not exposed to significant levels of financial nsk The company does noi enter into denvative financial instruments

Financial instruments uthsed by the company duning the years ended 31st May 2008 and 31st May 2007 together with informauon regarding
the methods and assumptions used to calculate farr values, can he summansed as follows

Current asset iInvestments
In aceordance with FRS 25 Financial instruments recognition and measurement , unlisted investrments are held in the company s balance
sheet at cost because tharr farr value cannot be measured reliably due to the lack of quoted market prices

Current assets and habilines
Financial instruments included within current assets and habifities {excluding cash and borrowings) are genesally short-term in nature and
accordingly therr fair values approximate to their book values

Borrowings
The carrying values of cash and short-term borrowings and current asset investments approximate to therr {air values because of the short-term
maturity of these instruments

The financial instruments held by the company do not either individually or as a class create a potentially significant exposure 10 market
credit liquidhty or cash flow interest rate nsk

FINANCIAL STATEMENTS Annual Report 2008 87




NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

7 Share caprtal

2008 2007
Number Amount Number Amount
000 £m 000 £m
Authonsed
Ordinary shares
Ordinary shares of 1p each 570,000 57 570 000 57
Total authorised share capital 570,000 57 570 000 57
Allotted, called up and fully paid
Ordinary shares
Ordinary shares of 1p each 428,725 43 428,725 43
Total called up share capital 428,725 43 428725 43
8 Resarves and movements in shareholders’ funds
Called up Caprtal Profit ‘
share redemption and loss Other
caprtal resarve account reserve Total
£m £m £m £m £m
At ist June 2007 43 Q7 623 (30} 64 3
Profit for the financial year - - 22 - 22
Shares purchased for ESOT - - - (02) (©2)
Shares to be awarded trom ESOT - - - 06 06
Dividends paid - - {185} - (18 5)
At 315t May 2008 43 a7 460 [2 6) 48 4
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED

9 Other reserve

Charged

Shares to profit Net

held in and loss book

trust Cost account value

Number Q00 £m £m £m

At 31st May 2006 4 970 70 41} 29
Shares purchased 320 05 - 05
Shares transferred out {1.380) - - -
Shares to be awarded - - {04} {0 4)
At 31st May 2007 3910 75 {45) 30
Shares purchased 130 02 - 02
Shares transferred out (1910} - - -
Shares 10 be awarded - - 06) (0 6}
At 31st May 2008 2,130 77 51) 26

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 achievement of annual targets and are normally receved by directors after three
years of continuing employment from the date of grant At 31st May 2008 the trust held 2 130 236 (2007 3 913 299) ordinary shares with a

market value of £4 1 milkon (2007 £6 7 million)

The trust has waived any entitlement to dwidends m respect of all the shares it holds
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NOTES TO THE COMPANY FINANCIAL STATEMENTS CONTINUED
Further statutory and other information

Health and safety

PZ Cussons aims to maintain a safe workplace at all locations in which 1t operates We conuinue to ensure that our business acuvities are
undertaken mn a responstble manner and in accordance with the relevant statutory legistation and that employees at all levels pariicipate in
the development promoton and maintenance of a safe and healthy working environment for employees visitors and the pubhc The company
employs health and safety specialists and where approprate provides on-site medical facilities for employees

The company continues to monitor and increase standards of health and safety at work through risk assessment, safety avdits formal
incident investgation and fraining Qur investment in ptant and equipment enables us to modernise designs and operate safer and more
efficeent processes

Employment and staff development

As an international group and particularly bearing in mind our operations In developing countnies we focus resource on the employment and
development of local staff with the intention of assisting both our operatiens in those countries and the local community Employees are
involved at all tevels of decision-making throughout the Group with effective communication via regular consultation groups and brefings
Traiming 1s vital to ensunng centinuous improvements in performance and over the past year employees of all grades have received training
through a wide range of courses

The employment policies of the Group embody the principles of equal opportunity traming and development and rewards appropnate tc
local markets which are tallored 1o meet the needs of its businesses and the areas in which they operate This includes procedures to support
the Group s policy that disabled persons shall be considered for appropriate employment and subsequent training and career development
The company centinues to share valuable experience and best practice within the Group through employee secondment

Community and charnty

We support a range of chantable causes both in the UK and overseas mainly through a UK based shareholding trust and additional contnbutions
are made through staff tme and gifts in kind PZ Cussons continues to prowde assistance and donations to significant global fund-raising
tnitiatives and recognises its responsibility to the communities in which it operates We are commitied to estabiishing and maintaining strong
relationships with community groups parucularly in developing markets

Auditors

Duning the year Deloitte & Touche LLP resigned as auditors and PricewaterhouseCoopers LLP was appointed to fill the casual vacancy
PricewaterhouseCoopers LLP has signified its wilingness te continue 1n office and a resolution for its appointment will be proposed at the
forthcoming annual general meeting

Directors’ report of PZ Cussans 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 2008
comprises this page and the information contained in the report of the directors on pages 6 to 37 and the report on directors remuneration
on pages 38 to 42
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Registered office
PZ Cussons House
Bird Hall Lane
Stockport SK3 0XN

Registered number
Company registered number 19457

Registrars

Computershare Investor Services PLC
PO Box 82

The Paviions

Bridgwater Road

Bristol BS99 7NH

Company secretary
B H Leigh

Information about PZ Cussons Plc
and a full copy of the Annual Report and
Financial Statements can be found

on our website www.pzcussons.com




