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PROSPECTS

By Jean-Paul Agon, Chairman and Chief Executive Officer

The cosmetics market continued to grow steadily and in fact
accelerated in 2018. Do you think this is a structural trend?

Clearly, the market has been particularly buoyant, making 2018
the best year in 20 years® There are strong underlying trends
driving this acceleration over the past few years.

The first, and probably most important factor is the insatiable
desire for beauty across all countries and cultures. Second,
premiumization: consumers are ready to pay more and trade
up for products with new benefits, better performance and
superior quality. Third, digitalization, as beauty and digital are a
perfect match. It has never been easier to discover beauty, share
itand buy products online, even in the most remote corners of
the world. Digital is and will remain a terrific booster for beauty.
Finally, our market is also fuelled by increased penetration
of beauty all over the world. First, because of e-commerce,
which is extending our reach far beyond the limits of traditional
distribution, especially in emerging economies. Also because
of many white spaces in terms of categories and countries.
And finally because there are always new consumer targets.

Once again, L’Oréal outperformed the market. What were the
drivers of this growth?

Our growth accelerated to produce our best year in more than
10 years. And we achieved a new record operating margin of
18.3%.

We significantly outperformed the market, generating strong
positions in the most promising and strategic areas for the
future.

We strongly reinforced our position in Asia Pacific, where
we enjoyed our highest growth. Asia Pacific overtook North
America to become our second largest zone this year. By
sector, we outpaced the market in both Luxury, the most
dynamic of the market, and Dermocosmetics, ideally placed
to meet rapidly growing health and well-being expectations
all over the world. We strengthened our leadership in two
thriving channels: e-commerce and Travel Retail. Finally, we
outperformed in skincare, the category where the combination
of trusted brands, power franchises and the innovation offered
by our R&l, is a winning equation.

You have said previously that digital is not the cherry on the
cake, but the cake itself! How important it is for your business?

In fact, Digital is doing much more than generating additional
business. It is radically transforming our company.

Digital is boosting our brand power. In this world of algorithms,
bigger s truly better. In 2018, our biggest brands have become
even stronger.

Digital is also strengthening our power to connect with
consumers. The acquisition of ModiFace, for example, has been
instrumental in enriching the services we offer.

Digital is now totally embedded in our teams: in every brand,
in every Division, every function and every country, infusing
the entire company with digital excellence.

Digital has been, and will continue to be, a powerful accelerator
for growth.

(1) Source: L'Oréal estimate of the global cosmetics market based on manufacturers’ net prices. Excluding soaps, oral hygiene, razors and blades. Excluding currency effects..

Beyond Digital, new technologies are opening up new horizons
for Beauty. And we are absolutely determined to be the
pioneers, the champions and the leaders of this new Beauty
Tech world.

You often say that your objective is to make L’Oréal not only
an economic leader, but also a responsible and exemplary
leader. What progress did you make?

Delivering financial performance while being a committed
corporate citizen is probably our greatest source of pride. This
is what motivates us to always go the extra mile. Once again,
in 2018, we made major advances that have been recognised
by renowned external institutions. L’Oréal is the only company
in the world to obtain 3 “A” ratings from the CDP® for the
third year running. It recognizes our actions in fighting climate
change, ensuring water security and combatting deforestation.
In terms of diversity, we were ranked as the top gender-
balanced company in Europe by Equileap. And in terms of
ethics, we are very proud that for the first time, in November
2018, we were ranked as the leading company worldwide,
across all industries, by Covalence EthicalQuote.

Your 2018 results represent a historic achievement and you
have been the leader of your market for years. What are the
levers that will enable you to grow in the years to come?

Probably the same ones that have kept us growing for the
last 110 years!

First, our absolute faith in the superior quality of our products,
with our strategic focus on Research & Development. Because
innovation is the name of the game in our business.

Second, our belief that top line growth is clearly the best route
to create value for our shareholders. Our business model
focuses on top-line growth and operational discipline. This
model is robust, and our results have demonstrated this once
again.

Third, our conviction that victories are won on the ground.
Thanks to our unique culture, organisation and, of course, the
incredible qualities of our 86,000 people who understand
our consumers’ desires and are fully empowered to deploy
resources accordingly, acting like real entrepreneurs. Our
strategically concentrated but operationally decentralized
model, combined with the empowerment of teams in the
countries, is what brings agility and excellence on the field.

Fourth, our ability to catch and seize growth wherever it
emerges thanks to our total coverage of the market in terms
of channels, categories, countries, prices and consumers. We
maximize all opportunities wherever they are while minimizing
exposure in areas which are slowing down.

And finally, our lead in sustainability and ethics. Our deep
conviction is that economic and environmental, social and
societal performance go hand in hand and mutually reinforce
each other.

These 5 founding principles make L’Oréal a different kind of
company, unique in this industry, perfectly adapted and in tune
with the evolution of the world.

(2) CDP is an independent international organisation that evaluates companies’ environmental performance.
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The third edition of L'Oréal’s Integrated report, this chapter is part of an inclusive

approach and aims to present the well-balanced business model

of L'Oréal Group, its strategic orientations, its 2018 results and its relationships

with its stakeholders, particularly in the context
of the Sharing Beauty With All program®,

1.1. The [’Oréal Group: fundamentals

1.1.1. A clear mission and strategy, supported by
stable governance

1.2. Business model - A development
model serving a clear mission:
beauty for all

1.2.1. ['Oréal Group's Profile

1.2.2. Key figures

1.2.3. An ambition: Universalisation, fo meet global
dermand for beauty

1.2.4. An infernafional presence

1.2.5. The beauty market, huge development
potential

1.2.6. A portfolio of diverse and complementary
brands

1.2.7. Open and sustainable Research &
Innovation

1.2.8. Operations, expertise and services close fo
consumers

(1) See 1.3.2.
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1.3. Good growth momentum
for shared, lasting development*
1.3.1. 2018 Results™

1.3.2. Corporate Social Responsibility (CSR): shared,
lasting growtn

1.4. An organisation that serves
the Group’s development

1.4.1. 'Oréal S A,

1.4.2. Operational Divisions

1.4.3. Geographic zone

1.4.4. Support departments

1.5. Internal Control and risk
management system
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38

44
44
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* This information forms an intergral part of the Annual Financial Report as provided in the Article L.451-1-2 of the French Monetary and Financial Code.
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Presentation of the Group Integrated report
THE L'OREAL GROUP: FUNDAMENTALS

1.1.

1.1.1. A CLEAR MISSION AND STRATEGY,

SUPPORTED BY STABLE
GOVERNANCE

For 110 years, L'Oréal has devoted itself to one business: beauty,
in which it is the world’s leading company. It is the essence of
the Group’s action, because, far from being futile and
superficial, cosmetics are full of meaning. They give everyone
self-confidence, enable them to blossom and open up to others
and confribute to individual and collective well-being.

Boasting an international portfolio of 36 diverse and
complementary brands, the Group responds to all beauty
expectations worldwide. Present in all distribution channels,
L'Oréal has 86,030 employees across the globe.

The Group’s governance, the guarantee of stability in a
changing world, makes it possible to work fowards long-term
objectives and fo ensure regular growth.

Loyal shareholders, stable capital structure
| THE SHAREHOLDERS AT 31 DECEMBER 2018

@ 33.14% Ms. Frangoise
Bettencourt Meyers
and her family®

23.18% Nestlé S.A.

29.12% International
institutional investors

8.24% French
institutional investors

4.73% Individual
shareholders

@ 0.14% Treasury stock
@ 1.45% Employees®

(1) Consisting of Ms. Frangoise Bettencourt Meyers,
Mr. Jean-Pierre Meyers, Mr. Jean-Victor Meyers and
Mr. Nicolas Meyers, along with Téthys SAS.

(2) Concerns the employees and former employees of L'Oréal.
Pursuant to law no. 2015-990 of 6 August 2015, since 2016, the
percentage also includes the bonus shares granted in
accordance with Article L. 225-197-1 of the French Commercial
Code. Of which 0.84% as part of the L'Oréal Employee Savings Plan
and employee investment fund as defined by Article L. 225-102 of
the French Commercial Code.

A balanced and committed Board of Directors,
which plays its role of reflection and strategic
impetus to the full

The Board of Directors determines L'Oréal’s strategic
orientations and ensures their implementation. It oversees the
management of both the financial and extrafinancial aspects,
and ensures the quality of the information provided to the
shareholders and to the market.

The structure of L'Oréal’s Board makes it possible to take into
account the specificities of its shareholding structure while
guaranteeing the interests of all its stakeholders.

6 REGISTRATION DOCUMENT / I/OREAL 2018
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At 31 December 2018, the Board of Directors comprises
15 members:

¢ the Chairman and Chief Executive Officer,

Mr. Jean-Paul Agon;

+ three Directors (one of whom is the Board's Vice-Chairman)
from the Bettencourt Meyers family, which owns 33.14% of
the share capital - Ms. Frangoise Bettencourt Meyers,
Mr. Jean-Pierre Meyers and Mr. Jean-Victor Meyers;

+ two Directors (one of whom is the Board's Vice-Chairman)
from Nestlé, which owns 23.18% of the share capital -
Mr. Paul Bulcke and Ms. Béatrice Guillaume-Grabisch;

¢ seven independent Directors: Ms. Sophie Bellon,
Ms. Belén Garijo, Ms. Virginie Morgon, Ms. Eileen Naughton,
Mr. Axel Dumas, Mr. Patrice Caine and Mr. Bernard Kasriel.
54% of the Directors are independent (7 out of 13 excluding
the Directors representing the employees);

* fwo Directors representing the employees,
Ms. Ana Sofia Amaral and Mr. Georges Liarokapis.

The Board fakes steps to ensure that the Directors are from
different backgrounds, and most of them have international
experience acquired in groups with a global dimension, and
complementary skills: industrial, financial, digital and above all
entrepreneurial competencies. The diversity of skills and
expertise on the Board (see paragraph 2.2.1.2 "Diversity Policy
applied to the Board”) enables it to understand rapidly and in
detail the development issues facing L'Oréal, the leader in a
highly competitive globalised cosmetics market, in a
fast-changing world.

L'Oréal is attentive to complionce with the principle of
balanced gender representation on the Board: 46% of its
members are women (excluding Directors representing
employees), and 3 Board Committees out of 4 are chaired by
women: the Audit Committee, the Human Resources and
Remuneration Committee and the Appointments and
Governance Committee.

Ethics, at the heart of Group governance
and commitments

L'Oréal has built up its business on the basis of strong Ethical
Principles that guide its development and contribute to
establishing its reputation: Integrity, Respect, Courage and
Transparency. L'Oréal’'s commitment to acting ethically and
responsibly is summarised in a document called “The L'Oréal
Spirit” accessible fo everyone.

These principles underpin the Group’s culture and business
model. They inform our compliance, responsible innovation,
environment, corporate social responsibility and philanthropy
policies. L'Oréal’'s Code of Ethics is available in 45 languages
and in Braille (in English and French). It is distributed to alll
employees around the world. Country Managers (or for
Corporate or Zone staff, the members of the Group’s Executive
Committee to whom they report) are responsible for ensuring
compliance with the code.
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| COMPOSITION OF THE BOARD AT 31 DECEMBER 2018

BOARD COMMITTEES

Mr. Jean-Paul AGON 62 M French 1 25/04/2006 2022 12 c

Ms. Francoise

BETTENCOURT MEYERS 65 W fFrench 12/06/1997 2021 21 @

Mr. Jean-Pierre MEYERS

' ! 70 M French 15/12/1987 2020 31 [ [ [
Vice-President
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and her family

Mr. Jean-Victor MEYERS 32 M French 13/02/2012 2020 6 ®

R

PO Mr. Paul BULCKE ™ 64 M Belgion [ o 20042017 2021 1 @ o o
2% Vice-President and Swiss /04
S = —_—
= g Ms. Béatrice
(= =] 0
&= GUILLAUME-GRABISCH 54 W  French 20/04/2016 2020 2 ()
Ms. Sophie BELLON & 57 W  French 1 & 22/04/2015 2019 3 [ ] c c
Mr. Patrice CAINE :s 49 M French 1 & 17/04/2018 2022 <] [
Mr. Axel DUMAS E 48 M French 1 & 17/04/2018 2022 <I (]
§ ‘g Ms. Belén GARIJO 58 W  Spanish 1 & 17/04/2014 2022 4 [}
33
§ a
= Mr. Bernard KASRIEL 72 M French & 29/04/2004 2020 14 [ )
Ms. Virginie MORGON W French 1 & 26/04/2013 2021 5 Cc
Ms. Eileen NAUGHTON W American & 20/04/2016 2020 2 (]
-2l Ms. Ana Sofia AMARAL 53 W Portuguese 15/07/2014 2022 4 °
g8
32 é
5g§ French
(] Mr. Georges LIAROKAPIS 3 56 and Greek 15/07/2014 2022 4 ()

# Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors. @ Committee Member C Committee Chairman/Chairwoman

*Number of offices (excluding L'Oréal) in listed companies, including foreign companies, in accordance with the provisions of point 18 of the AFEP-MEDEF Code
(i.e. with the exception of offices held in subsidiaries and investments, alone or in concert, by an executive officer of companies whose main activity

is fo acquire and manage such interests).

** Paul Bulcke was a Director at L'Oréal from 2012 to June 2014 and has been again since 2017.

46%

Average age of the Independent Female Directors
Directors at 31.12.2018 Directors (excluding Directors
representing the employees)
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Activities of the Board and its committees in 2018

The Board of Directors fully assumes its role in defining the
Group's strategic orientations.

Thanks to an open and constructive dialogue with the General
Management and regular meetings with management, the
Directors are completely up-to-date with L'Oréal’'s economic
reality and fully informed of all the Company’s activities, its
performances and the challenges it faces. They examine the
main areas and opportunities for long-term development and

acquisitions in particular.

Main work in 2018:

*

8

The Directors make sure that the decisions taken contribute to
implementation of the strategy.

Wishing fo confinually enhance its role of reflecting on issues
and providing support with regard to strategic decision-making,
the Board carried out an evaluation of its modus operandi and
organisation in 2018, as it has done every year since 1996 (see
Section 2.3.4 "Board of Directors Self-assessment”).

BOARD OF DIRECTORS

7 meetings in 2018 and 3-day Strategic Seminar in Shanghai
92% attendance rate

Corporate governance: study of the draft resolutions on the renewal of tenures and appointments; organisation of the General Management and
reappointment of Mr Jean-Paul Agon as Chairman and Chief Executive Officer; information on the expectations of investors and vote consulting
companies; assessment of the Board's functioning;

Remuneration policy for executive officers and Human Resources: validation of the remuneration policy and the amounts due or awarded to
Mr Jean-Paul Agon; Employee shareholding plan; assessment of the diversity and cohesion policy;

Business activity and results: systematic review of the business activity and results, sales and market share analysis; information on the cosmetics
market; monitoring of new consumption frends (e-commerce, etc.); information on risk management and the cyber security programme;

Strategy: development challenges (by zone and by business segment); monitoring of the results of the digital fransformation; change in distribution
networks and e-commerce; acquisitions and licences (projects and monitoring of business plans); Human Resources policy; Ethics;

Strategic Seminar in Shanghai in June 2018

STRATEGY AND SUSTAINABLE
DEVELOPMENT COMMITTEE

4 meetings
100% attendance rate

Main activities in 2018

Analysis of sales, update on
business activities, markets
and competition

Analysis of the performance
of the latest product launches

Examination of the Group’s
strategic development prospects

Review of the main acquisition
projects, and review of recent
acquisitions

Update on the progress of
the Group's Sharing Beauty
With All CSR programme

AUDIT COMMITTEE

4 meetings
100% attendance rate

Main activities in 2018

Review of the accounts and
financial situation

Risk review and monitoring

Review of Internal Control and
Internal Audit

Monitoring of the business plan
for acquisitions

Approval of non-audit services.

Review of Statutory Auditors’
Reports

Review of the Vigilance Plan

Assessment of the corruption
prevention programme

European GDPR (General Data

Protection Regulation) regulation:

assessment of compliance

Cyber security: assessment
of the measures deployed

Fight against counterfeiting:
assessment of the policies
deployed

REGISTRATION DOCUMENT / I/OREAL 2018
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APPOINTMENTS AND
GOVERNANCE COMMITTEE

5 meetings
93% attendance rate

Main activities in 2018

Reflection on the composition
of the Board and its committees

Review of the succession plans

Review of the independence of
Directors

Organisation and annual
evaluation of the modus operandi
of the Board

General Management exercise
modalities: recommendation to
continue fo combine the functions
following the reappointment

of Mr. Agon

Topical issues with regard o
Governance (AFEP-MEDEF Code
updated in June 2018, Reports

by the AMF and the Haut Comifé de
Gouvernement d'Entreprise, efc.)

Diversity policy applied to the
Board of Directors: objectives
and 2018 results

Review of the voting policies
of the main investors and
proxy advisors

Amendment to the Internal Rules

*

*

*

*

*

*

*

*

*

*

HUMAN RESSOURCES AND
REMUNERATION COMMITTEE

3 meetings
95% attendance rate

Main activities in 2018

Assessment of the voting policies of

the main investors and proxy advisors on
compensation, with a view to the Annual
General Meeting

Assessment of the performance of the
Chairman and Chief Executive Officer
in2017

Recommendations conceming the 2018
remuneration policy

Recommendations concerning
the bonus structure and objectives
for the Chairman & CEO for 2018

Preparation of the Say On Pay resolutions
(ex anfe and ex post)

Preparation of the resolution with regard
to the pension plan provisions for the
period of the renewed corporate office
of Mr. Agon

Long Term Incentive policy (Preparation of
the draft resolution, 2018 Plan, proposed
award of performance shares to the
Chairman and Chief Executive Officer)

Diversity: Policy developed internally
and results obtained

Distribution of attendance fees

Employee shareholding plan: discussions,
proposals and monitoring.
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Composition of the Executive Committee

The Executive Committee, L'Oréal’s fop executive management body, puts info practice the strategic orientations defined by the
Board of Directors and directs L'Oréal’s business activities all over the world. Its members head the Operational Divisions, the
Corporate Functional department and the geographic zones, reflecting the complementarity of the Group's expertise.

First name/Last name

Position

MOEOEC WD DIOE IO D DD M ™

Jean-Paul AGON

Nicolas HIERONIMUS

Chairman and Chief Executive Officer

Deputy Chief Executive Officer, in charge of Divisions

Laurent ATTAL Executive Vice-President
Research and Innovation
Vianney DERVILLE Executive Vice-President

Lucia DUMAS BEZIAN

Barbara LAVERNOS

Jean-Claude LE GRAND

Brigitte LIBERMAN

Christian MULLIEZ

Alexis PERAKIS-VALAT

Alexandre POPOFF

Stéphane RINDERKNECH

Lubomira ROCHET

Nathalie ROOS

Frédéric ROZE

Jochen ZAUMSEIL

Western Europe Zone

Executive Vice-President
Communication and Public Affairs

Executive Vice-President
Chief Technology and Operations Officer

Executive Vice-President
Human Relations

President
Active Cosmetics

Executive Vice-President
Chief Financial Officer

President
Consumer Products

Executive Vice-President
Eastern Europe and Africa, Middle East Zones

President
L'Oréal China

Executive Vice-President
Chief Digital Officer

President
Professional Products

Executive Vice-President
Americas Zone

Executive Vice-President
Asia Pacific Zone

Changes in the composition of the Executive Committee since 31 December 2018

Since 1 January 2019, Cyril Chapuy exercises the functions of
President of L'Oréal Luxe and is a member of the Executive
Committee.

On 9 February 2019, Christophe Babule became Executive
Vice-President Chief Financial Officer, succeeding Christian
Mulliez, and is thus a member of the Executive Committee.
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1.2 BUSINESS MODEL-A DEVELOPMENT MODEL SERVING A CLEAR
MISSION: BEAUTY FOR ALL

1.2.1

L'Oréal is the world leader in
beauty - its sole business, its
expertise and its passion for

110 years.The Group is split into
Divisions that each has a specific
vision of beauty, by consumption

universe and distribution channels.

OUR
@) MISSION

An exciting mission:

beauty for all.

Cosmetics are rich in meaning.
They allow everyone to nurture
their self-confidence, o express
their personality and to open up to
others.

The mission that L'Oréal has set
itself, and which drives its teams, is
o offer women and men all over the
world the very best in cosmetics, in
terms of quality, efficacy and safety,
to satisfy all their needs and desires
for beauty, in their infinite diversity.

OQ OUR
LF STRATEGY

A unique development strategy:

Universalisation

Universalisation means
globalisation, in a finely tuned
understanding of differences
and respect for them. Our goal

is fo offer beauty that meets the
specific aspirations of consumers
in all parts of the world. In contrast
o standardisation, it draws on

an ability to listen to consumers
and a profound respect for their
differences.

The strategy is built on a
porifolio of 36 diverse and
complementary brands.

10 | REGISTRATION DOCUMENT / L'OREAL 2018
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SUPPORT FUNCTIONS

) Research and innovation
The Corporate Research and Innovation
Department is responsible for advanced
and applied research.

) Digital
The Corporate Digital Department
seeks to accelerate the Group's digital
transformation by helping the brands fo
create enriched spaces for expression
and helping the teams to build more
inferactive, personalised and closer
relationships with consumers, while taking
advantage of the business development
opportunities offered by Digital as a
distribution channel.

) Operations
The Corporate Operations Department
contributes to the Group'’s growth, from
the design of packaging, sourcing,
production and information systems
through to the distribution of the Group’s
products thanks fo an infegrated
value chain aimed at guaranteeing
consumers around the world
compliance with strict quality, security
and safety standards, together with
societal and environmental responsibility.

» Human Resources
The Corporate Human Resources
Department is in charge of recruitment,
training and talent development policies
and of coordinating social policy.

) Administration & Finance
The Corporate Administration and
Finance Department takes responsibility
for the Group’s financial policy,
management and consolidation,
acquisitions, and legal and fax
co-ordination, as well as financial
reporting, investor and shareholder
relations, and strategic planning.

p Communication and Public Affairs
The Corporate Communication
and Public Affairs Department is
responsible for coordinating corporate
communication and coordinating
brand communication.

) Environmental and Social Responsibility
The Environmental and Social
Responsibility Department is in charge
of the Group's Sustainalble Development
policy through its Sharing Beauty With
All programme, sponsorship actions
and citizen engagement projects by
the Group and the L'Oréal Corporate
Foundation.

Offer the expertise of professional
beauty based on 110 years
of knowledge and support for
the world of hairdressing.

CONTRIBUTION TO PERFORMANCE

Net sales
€3,262.5 million

12.1% share of Group sales

Operating margin
as a % of sales

20.0%

MISSION
+ A portfolio of unique brands.

+ Reinvent professional beauty and
support the transformation of the
industry through digital resources:
creation of a direct and inspiring link
between brands, professionals and their
consumers in each market.

OUR BRANDS

LOREAL
T ET
PARIS

REDKEN

S5TH AVENUE NYC

M A

T R I X
IMAGINE ALL YOU €AW BE

KERASTASE

PUREOLOGY

serious colour care

DECLEOR
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o ®

Make the best Create exceptional
in beauty available experiences and products
to all. for the most demanding
consumers in
selective distribution.

CONTRIBUTION TO PERFORMANCE CONTRIBUTION TO PERFORMANCE CONTRIBUTION TO PERFORMANCE

Net sales Net sales
€12,032.2 million €9,367.2 million €2,275.5 million

44.7% share of Group sales 34.8% share of Group sales 8.4% share of Group sales

Operating margin Operating margin
as a % of sales as a % of sales

Help everyone
in their quest for healthy
and beautiful skin.

Net sales

Operating margin
as a % of sales

20.2% 22.1% 23.0%

MISSION MISSION MISSION

+ Growth is underpinned by four major
global brands (L'Oréal Paris, Garnier,
Maybelline New York and NYX
Professional Makeup), and by the rollout
of specialised and regional brands
(Essie, Niely, Dark and Lovely, etc.).

+ Orchestrate a unique portfolio of
prestigious brands: iconic generalist
brands, high-end aspiration brands,
and alternative or specialised brands

+ Respond to major trends in skincare
and the recommendation of health
professionals with a portfolio of highly
complementary brands.

+ Use digital technology to provide local + Develop or reinvent, in ifs markets,
markets with: dermocosmetics in all distribution

+ an exceptional experience with channels, including pharmacies,
inspiring content, drugstores, cosmetic clinics,

) ) . branded refail and e-<commerce sifes.
+ a valued personalised relationship,
+ the rollout of e<commerce that ¢ Launch new products and services on

+ Digital resources are used across
each market as a major growth driver
with e-commerce, and as a tool for
optimising the Division’s marketing

models. encapsulates the value added of the recommendation and advice of
each brand. health and beauty opinion leaders and
influencers, in refail outlets and on digifal
platforms.
OUR BRANDS OUR BRANDS OUR BRANDS
LOREAL LANCOME B
PARIiS
P NESANTAURENT LEee oy
GIORGIO ARMANI VICHY
MAYBELLINE" 7&2 40
NEW YORK d
NV Thece ren SKINCEUTICALS
’ up =
camees ROGER & GALLET
essje. BOTHRM 7
~—

STYLENANDA

RALPH LAUREN

shu uemura

clarisonic

VIKTOR®ROLF
DIESEL

PARFUMS

cacharel

o
(ﬁ:&METICS

R YUESA|
VALENTINO
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1.2.2. KEY FIGURES

12

KEY FIGURES 2018

(%3
Q
=
c
International 8
presence O

Q14

Research and
Innovation budget

JA%

of new or renovated
products have an
improved environmental
or social profile

-482

& ¢

Ne | 1108 €112.7

in beauty Created in 1909 Market

‘ ‘

505 86,030 1 prize

Patents Employees Gender equality
in business M

years
billion

* As of 31 December 2018

s

-7/7% -37%

reduction in CO, reduction in waste
emissions (plants and
(plants and distribution centres)

distribution centres)

/% 63,584

reduction in water consumption of the brands have people from underprivileged
(plants and distribution centres) carried out an action fo communities have had
raise awareness among access fo work
consumers

(1) Equileap Europe prize, October 2018.
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Operating profit
(€ million)

Consolidated sales
(€ million)

4,676

4540
gy 26023 26937

Net profit attributable to owners
of the company excluding
non-recurring items®

4,922 (€ million)

3,988

0%

2016 2017 2018 2016 2017

@ Overating margin as a % of sales

2018

2016 2017 2018

(1) Non-recurring include items mainly capital gains and losses and long-term asset disposals, impairment of long-term assets, restructuring costs
and elements relating fo identified operational incomes and expenses, no recurring and significant regarding the consolidated performance.

See note 11.4 to the consolidated financial statements.

| OPERATIONAL DIVISIONS SALES - 2018

BY DIVISION

44.7%

Consumer Products

8.4%

Active
Cosmetics

12.1% \

Professional
Products

\ 34.8%

L'Oréal Luxe

| CONSOLIDATED SALES BY CURRENCY

36.5%

Other currencies

of which: 1.5% Mexican peso
1.8% Japanese yen
2.4% Russian ruble
2.5% Canadian dollar
2.5% Brazilian real
25.8% other

4.6%

Pound sterling

BY GEOGRAPHIC ZONE

29.9%

Europe

26.9%
7~ North America

43.2%

New Markets
Of which : 27.5% Asia-Pacific
6.5% Eastern Europe
2.6% Africa, Middle East
6.6% Latin America

23.5%
W

25.0%

Dollar

10.4%

Chinese Yuan
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| NET DEBT | SHORT-TERM RATINGS

31.12.2016 31.12.2017 31.12.2018
Net cash position = Net cash Al + Standard & Poor’s SEPTEMBER 2018
or net debt (€ million)™® +481,4 +1872,2 +2751 PRIME 1 Moody's APRIL 2018
Net gearing (Net financial F1+ Fitch Ratings SEPTEMBER 2018
position/Equity) n/a n/a n/a

(1) Net cash (+) or net debt (-) = cash and cash equivalents - current and

non-current debt

| A SOLID BALANCE SHEET (< I//LLI0N)

ASSETS
38,457.5
356302 353307
Total assets and liabilities
Non-current assets 266846 243201 259912

Current assets 10,0456 11,0190 I12,466.3)
Including cash and cash equivalent 17460 B 3046688 39920

2016 2017 2018

1.2.3. AN AMBITION: UNIVERSALISATION,
TO MEET GLOBAL DEMAND
FOR BEAUTY

L'Oréal relies on a single strategy - Universalisation - meaning
globalisation that respects differences. This strategy aims af
offering beauty affuned to the specific expectations of
consumers in every region of the world. It is based on a keen
ability fo listen to consumers and a profound respect for their
differences in each and every country.

This is why the Group’s Research and Marketing feams in all its
markets are alive to the specific needs of its customers and
laboratories around the world. The innovation policy is based
on affordability and on the adaptation of products fo the
beauty rituals and lifestyles of all men and women in their
infinite diversity.

1.2.4. AN INTERNATIONAL PRESENCE

L'Oréal was founded in France in 1909 and quickly expanded
in Western Europe and developed a significant and strategic
presence in these markets. In 2018, it generated 29.9% of its
sales on this historical territory. To make Universalisation a really
powerful strategy, the global market has been organised into
5large  homogeneous regions, even more aftentive fo
consumers and closer to their desires.

14 REGISTRATION DOCUMENT / IOREAL 2018

EQUITY & LIABILITIES
38,457.5
356302 35330

Total assets and liabilities

245040 24,8185 269336 Shareholders' equity

18880 13338 _ 13987
- ||
12646 11744 I 12413

|
I7,973.6 I8,012‘4 88838 Current liabilities
2016 2017 2018

Non-current liabilities
Debts (current and non-current)

In addition to the counfry and marketing strategy which
underlies Universalisation, the Group is a resolutely multi-cenfric
organisation with its "nerve centre” in France. Each major region
has its own centre of expertise or excellence for Research and
Marketing activities. Research therefore has 6 regional hubs
across the globe, led by central teams and fuelled by the
Group'’s core expertise and fundamental knowledge.

L'Oréal’'s ambition is fo win one billion new consumers in the
coming years, i.e. double the number of men and women that
use its products worldwide. The conquest of this billion new
consumers will partly fake place in New Markets, driven by a
two-fold phenomena. On the one hand, the growth in the
number of consumers thanks to the emergence of an
increasingly numerous middle class, that wanfs to access
quality products. On the other hand, the growth in expenditure
per consumer, which is sfill five times lower than in mature
countries.

L'Oréal has a considerable growth potential in the New Markets,
which are already the Group'’s leading geographic zone.

Moreover, although L'Oréal’'s market share is much larger in
the mature countries, its brand penetration sfill has significant
scope for improvement, and the Group is continuing to invest
in this direction.
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| HISTORY: THE IMPORTANT DATES IN THE GROUP'S DEVELOPMENT

Acquisitions of Modiface, Armani (licence renewal), 4
Stylenanda, Pulp Riot, Valentino (licence),
Thermes de la Roche-Posay, Logocos

Equileap prize 4

Acquisition of IT Cosmetics. 4

L'Oréal/Nestlé strategic agreement, disposal of Galderma. 4
Acquisition of Magic Holdings in China 4
and NYX Professional Makeup in the United States.

Acaquisition of Urban Decay in the United States. 4

Acaquisition of Essie Cosmetics in the United States. 4

Acquisition of YSL Beauté. 4

Acquisition of The Body Shop. 4

L'Oréal becomes the majority shareholder of Shu Uemura in Japan. 4

Acquisition of Softsheen and Carson in the United States 4
and in South Africa.

Acquisition of American agents Cosmair. 4

Acquisition of La Roche-Posay. 4

The first model of a reconstructed epidermis from L'Oréal Research. 4

Acaquisition of Biotherm. 4

Acquisition of Lancome. 4

Launch of Elnett hair lacquer. 4

Ambre solaire, the first sun protection oil with fittering. 4

La Société Frangaise de Teintures Inoffensives pour Cheveux 4
is created by Eugene Schueller, is created by Eugéne Schueller.

After establishing its presence in Western Europe, L'Oréal
gained a foothold in North America in the first half of the 20™
century. Inifially, the Group entrusted distribution companies
with  commercialising its products, these companies being
united in 1953 around an exclusive agent, Cosmair. Following
Cosmair's takeover in 1994, the Group developed in North
America with the status of a subsidiary. Numerous acquisitions,
from Maybelline in 1996 to CeraVe in 2017 and Pulp Riot in
2018, have considerably reinforced its presence in North
America.

) Acquisition of CeraVe.
) Disposal of The Body Shop

» Acquisition of Niely Cosmeticos.

) The Sharing Beauty With All programme is unveiled.

) Acquisition of Clarisonic in the United States.

) L'Oréal celebrates its cenfenary and sets itself the goal of winning
one billion new customers.

) Creation of L'Oréal Corporate Foundation.

) Takeover of the Gesparal holding company.

) Acquisition of Matrix and Kiehl's since 1851 in the United States.

» Acquisition of Maybelline in the United States.

» Acquisition of Redken 5™ Avenue in the United States.

) Creation of Laboratoires dermatologiques Galderma.

) Acquisition of Gemey, an open door fo the consumer make-up market.

» Acquisition of Laboratoires Gamier.

) L'Oréal enters the Paris stock market.

» Cosmair is named as L'Oréal's agent in the United States.

» Imediia, the first quick oxidation hair colour.

With the acquisitions of Stylenanda (Korean Beauty) and
Logocos (German vegan and organic brands), the Group
continues o broaden its portfolio and geographic presence.

Beginning in the 1970s, the Latin America Zone developed with
a mulfi-divisional organisation that the Group has since
adopted in the other major regions of the world.
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Present in Japan for nearly 50 years, L'Oréal has expanded its
presence in the country by choosing the brands to be given
priority for this extremely specific market: Kérastase in hair
salons, Lancéme in Luxury products and Maybelline and
L'Oréal Paris in mass-market products.

The 1990s witnessed the opening up of New Markets with very
strong development in Eastern Europe. At the same time, the
Group extended its activities to more distant markets like India
or China.

L'Oréal was among the first foreign groups fo obtain an
authorisation from the Indian government in 1994 to create a
wholly-owned subsidiary with its registered office in Mumbai.

In 1997, the Group created a large multi-divisional zone in Asia
and opened new subsidiaries, particularly in China where
L'Oréal holds all of the capital of its entity.

The mid 2000s were another turing point: a sharp
acceleration in growth of the New Markets led to a shift in the
economic world’s centre of gravity.

Africa and the Middle East, where L'Oréal lacked a sfrong
presence, became a new frontier for development.

In fotal, the percentage of cosmetics sales generated by the
Group in the New Markets was 15.5% in 1995, 27.1% in 2006
and 43.2% in 2018. Sales in New Markets increased greatly as a
proportion of the Group’s total sales between 2007 and 2018.
In 2017, this Zone exceeded the symbolic threshold of
€10 billion of sales.

The Group has a well-balanced geographical footprint across
most of the world’s main markets.

The New Markets show considerable growth potential: in many
countries, the consumption of cosmetics products per inhabitant
is 10 to 20 times lower than in mature (", Every year across the
globe, several tens of millions of people gain access to income
levels that make them part of the "middle classes’, enabling
them to afford modern cosmetics products.

(1) Source: L'Oréal estimates.

Digital fechnologies are accelerating
marketing and sales models

The beauty sector is one of those that has the most benefited
from the new digital era. L'Oréal is the 3 world advertiser -
across all industries (source: AdAge ranking December 2018).
Thus, the digital revolution touches the Group’s marketing
approach, and specifically the relationship with the consumer
via the media: the concepts of owned and earned media
have enriched the Group's advertising investments (paid) @.

The poinfs of confact collected by these new approaches
enrich the Group’s data capital. This data is stored and
activated by the teams, in full compliance with personal data
protection rules, in order to customise the inferactions of
brands with their consumers to provide the best possible
beauty experience.

Transformation of distribution networks
and sales functions

E-commerce is an essential distribution network for the Group.
The online beauty market shows strong growth each year,
both for advanced countries such as China and the USA and
accelerating regions such as India, South-East Asia and
Eastern European countries. E-commerce ® represented 11% of
the Group's sales in 2018, up 40.6%, or one and a half time
faster than the world growth in online beauty products. The
performance is particularly remarkable in China, with a large
share of the Consumer Products Division’s sales generated via
e-commerce, and also at L'Oréal Luxe in the USA, where
e-commerce also represents a high percentage of total sales.

(2) Earned media refers fo the exposure gained by a brand on Internet via social networks, blogs, efc. Owned media concerns the exposure on supports
owned by a brand. Paid media is the advertising exposure purchased by a brand.
(3) Sales achieved on our brands” own websites + estimated sales achieved by our brands corresponding fo sales through our refailers’ websites

(non-audited data); like-for-like growth.
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1.2.5. THE BEAUTY MARKET, HUGE DEVELOPMENT POTENTIAL

Warning: the competitive positions and market share held by the Group’s Divisions and brands mentioned in this Document are
based on studies, panels and polls obtained from specialised organisations and companies, or, in the absence of comprehensive
studies, are the result of estimates made by L'Oréal on the basis of available statistical data.

| WORLDWIDE COSMETICS MARKET FROM 1998 TO 2018 ™

+5.5% ~+5.5%

+5.3%
+5.0%
49% +4.9% +4.9%
+4.6% +4.6% +4.6%
+4.3% o +4.2% +4.0%
+4.0% 8% +3.8% +3.9%
o +3.6%
+9.470
+2.9%
+1.0%

PO S S SRS
,QQQQ(LQQ@’QQQ@

,{\
NS S >

The cosmetics market remains a supply-led market driven by innovation, where consumers are always on the look-out for quality,
performance and perceived results. The worldwide cosmetics market is worth over €200 billion ™. It is a particularly robust market
which is steadily expanding while proving very resilient during difficult economic fimes. The cosmetics consumer always looks for
quality and novelty value, and puts a premium on leading-edge technology, frends and new ideas.

| BREAKDOWN OF THE WORLD COSMETICS MARKET IN 2018 @

‘ BY GEOGRAPHIC ZONE BY PRODUCT CATEGORY ‘

y

@ 39% Asia-Pacific

) 3% Africa,
Middle East

6% Eastern Europe

@ 39% Skincare
@ 21% Haircare

(. 18% Western Europe N 10% Hygiene products
'o
19% Make-up
25% North America 0
@® 9% Latin America
(excl. Argentina)

@® 11% Perfumes

(1) Source : L'Oréal estimates of the worldwide cosmetics market based on net manufacturer prices excluding soap, foothpaste, razors and blades,
increase excluding currency fluctuations.
(2) Source: L'Oréal estimates of the worldwide cosmetics market based on net manufacturer prices excluding soap, toothpaste, razors and blades.
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In 2018, growth in the beauty market was between +5% and
+6%. Overlapping distribution channels, and the extremely rapid
growth of e-commerce, make it more difficult fo estimate the
pace of growth in each channel. Al in all, we saw contrasting
growth patterns by region and by distribution universe.

Growth was robust for skincare in 2018, particularly in the
selective market. This category remains the leading contributor
fo growth in the beauty market. Make-up also saw strong
growth in 2018, but slightly lower than 2017.

The selective market once again surged ahead, driven by
China and Travel Retail. It was the sector that made the largest
confribution fo growth in the beauty market in 2018.

We estimate that the pace of growth in the mass market was
slightly up in 2018, although with growth limited to Japan and
Russia, and with a difficult situation in Brazil. China saw strong
growth in 2018 but conditions remained very tough in the Gulf
States and in France.

Dermocosmetics continued to grow at a steady pace. Growth
in the Professional market remained limited. Across all
segments, the sharp acceleration in e-commerce continued.

| MAIN WORLDWIDE PLAYERS
2017 revenue in billions of US §

29.4
21.5
12.8 12.4
9.2
Estée Procter
L'Oréal Unilever ~ Lauder & Gamble Coty
Beauty market outlook

Beauty is a universal aspiration that will continue to feed
sustainable growth in the cosmetics market. The main drivers in
the market will be accelerated growth in the middle classes in
emerging economies, who will aspire to consume more
high-quality cosmetic products, as well as the expansion of
categories with  further unfapped potentfial in  mature
economies. The increase in the number of seniors, urbanisation
and the development of the men'’s product market will be the
main drivers of growth. Estimates project that the market will
double by 2030 @,

As digital and social networks explode around the world,
evolving lifestyles will see the emergence of a new era fo buoy
growth: the era of “social beauty”, social, connected, shared
beauty. Beauty will become even more essential, as appearance

(1) Source: Beauty's top 100, WWD, May 2018.
(2) Source: 2018 Paxton study for L'Oréal.
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North  America saw a significant improvement in 2018
compared to 2017 thanks to the USA.

Western Europe was generally flat in 2018, due fo a slowing of
growth in Southern Europe and a still difficult French market.

The pace of growth picked up in New Markets to account for
almost three-quarters of the beauty market’s global growth
in 2018:

¢ Asia had an exceptional year, driven by the very strong
growth both inside and outside China. The beauty market in
the Asio-Pacific region is now worth over double the market
in Western Europe;

+ the picture in South America is more nuanced: economic
conditions were challenging in Brazil, while other countries,
such as Mexico, performed well;

+ Eastern Europe grew af the same pace in 2018 as in 2017,
in a context of slow growth in Russia.

8.8
6.3 6.3 58 54

Shiseido LVMH Beiersdorf ~ Chanel L Brands

increasingly reflects people’s personality and is seen as vital both
for their self-confidence and relations with others.

Consumer expectations have shifted dramatically in this new
era: they want more individualised relations and ongoing
dialogue with the brands they use in each country; they
expect personalised advice on choosing and using products;
and they want an immersive and unique purchasing
experience, with direct access to brands, especially through
online sales channels or in specialist shops.

L'Oréal is an agile and flexible organisation that is quick to
react. The ability fo select and confinuously fine-tune
advertising and communication materials to more demanding
customers is part of its essential value proposition.
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1.2.6. A PORTFOLIO OF DIVERSE AND COMPLEMENTARY BRANDS

To meet the beauty expectations of consumers all over the
world, the Group has the richest, most varied and most
powerful brand portfolio in the cosmetics industry. Moreover, its
brands are constantly being reinvented so that they are
always a perfect match with local consumer demand.

New acquisitions also regularly provide valuable additions fo
this unique portfolio fo respond fo consumer frends.

Some of these acquisitions are global brands, such as the
CeraVe skincare brand in the Active Cosmetics Division
portfolio, US make-up brands like Urban Decay and IT Cosmetics
as well as the ltalian brand, Valentino, for L'Oréal Luxe; NYX
Professional Makeup, an affordable make-up arfist-inspired

1.2.7.

More than a century ago, Eugéne Schueller founded L'Oréal
with a major invention: the first harmless hair colourant.
Research became one of the Group’s founding principles and
one of the keys fo ifs success. To invent beauty and meet the
expectations of millions of men and women, L'Oréal continues
fo push the boundaries of science and to leverage its
Sustainable Development and CSR policies as a source of new
innovation opportunities  that  respect consumers, the
environment and biodiversity. This steadfast commitment fo

brand and Logocos with ifs vegan and organic brands for the
Consumer Products Division; and Decléor and Pulp Riot which
extend the growth potential of Professional Products.

Other acquisitions aim to extend the Group's geographical
footprint: in Colombia with the make-up brand Vogue, in Kenya
with Interbeauty, in Brazil with Niely Cosmeticos, in China with
Magic Holdings and in South Korea with Stylenanda.

These newly acquired companies, through their integration
and deployment, are helping to accelerate the Group’s
penetration of their markets, and help fo drive organic growth
going forward.

OPEN AND SUSTAINABLE RESEARCH & INNOVATION

innovation aims fo offer everyone, everywhere in the world, the
best of cosmetics in terms of quality, efficacy and safety.

Our implementation over the last few years of an international
organisation shows the virtues of a multipolar organisation. It
supports the Group’s Universalisation strategy by expanding
outwards and by reinforcing its capacity for innovation to meet
the infinite diversity of beauty needs all over the world. As close
as possible fo consumers, the regional hubs adapt themselves
with a true local relevance and enrich the flow of innovations.
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| RESEARCH FACILITIES AROUND THE WORLD

D
o

@&
3 global centres (France)
6 regional hubs
© 21 research centres
m 14 evaluation centres

Research and Innovation budget

()7

o N

@
o

.

)

(€ million) Research and Innovation Headcount Number of patents filed

2016 850 2016 3,862 2016 473
2017 877 2017 3,885 2017 498
2018 914 2018 3,993 2018 505

A planetary research

L'Oréal has a powerful Research & Innovation (R&l) model with
unique expertise and a formidable bank of scientific and
technical data, which represent a veritable asset. Advanced
Research feams create, develop and source raw materials,
drawing on their knowledge of skin and hair from around the
world; Applied Research then invents formula architectures
that increase asset performance and the Development
laboratories create innovative formulas with o  proven
superiority for each brand. This innovation model is nurtured by
a constant dialogue between the laboratories and marketing
fo respond to the expectations of consumers and o support
them with the latest technological breakthroughs.

In order to adapt fo consumer expectations worldwide,
L'Oréal’s research teams are present in all the geographic
regions through 21 cosmetics research cenfres and 14
assessment centres. The research centres are grouped info
3 global centres in France (Advanced Research, Haircare
Meétiers and Cosmetics Métiers) and 6 regional hubs: Japan,
USA, China, India, South Africa and Brazil. These regional hubs
identify the needs of consumers and their cosmetic practices.
The R&l teams build on this rich seam of scientific ecosystems
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fo enfer info collaboration agreements and excellence
partnerships. The data generated enables researchers to
develop new products, that are in fune with market needs and
local expectations. The innovations produced are also shared
in a coordinated way to promote discussion flows.

Innovations that strengthen consumer
confidence

The development of digital technologies has creafed
controversies over the safety of cosmefic products directly
accessible to consumers, without providing them with all the
elements for them to make an enlightened opinion. The
assessment of the safety of a cosmetic product should not under
any circumstances be based on the sole presence or absence of
certain ingredients. Concerned over the number of contradictory
opinions, some consumers are turning fowards natural products,
which for them are infrinsically safe. Aware of this phenomenon,
researchers have reconsidered the way in which they develop
new products, by including this perception of safety, whilst
remaining infransigent over ingredient safety and product quality
and efficacy, as well as over the accuracy of claims.
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Similarly, L'Oréal’'s teams have accelerated the provision of
qualitative information on all product ingredients to consumers:
why they are used in a cosmetic product, their useful
concentration, origin and fraceability, their procurement with
the lowest possible environmental impact, the ethical and
social conditions of their production.

Inventing the materials for a responsible future

Designing sustainable polymers

Sharing a common vision of science, equally attentive to
human health as fo the environment, L'Oréal and the
Laboratoire de Chimie des Polymeres Organiques in Bordeaux
have decided to join forces to develop polymers with cosmetic
activity (skincare, makeup, etc.) that are respectful of the
environment without compromising efficacy and performance.
The eco-design of these new active ingredients is a major
challenge, that imposes extremely strict rules: principles of
green Chemistry, search for bio-sourced precursors, use of
gentle procedures. This initiative is af the interface between
several scienfific disciplines to prepare the materials of the
future, that are both high performance and sustainable, and
that meet society’s needs in the area of well-being.

Smart materials for haircare

L'Oréal research teams in Japan have joined the prestigious
National Institute for Materials Science (NIMS), the only
Japanese laboratory dedicated fo the science of materials, to
create a collaborative research centre. The objective is o
develop responsible materials, namely ones that are respectful
of the environment, energy resources and the fabric of society.
This centre will start by focusing on intelligent polymers for
haircare, fo better meet consumer needs in styling and hair
colourant products. Its work will also enable it fo develop
knowledge of the structure and functioning mechanisms of
cosmetic materials, by making use of a range of cutting-edge
analysis tools make available by the NIMS.

Innovating sustainably and collaboratively

100% plant-based colourants

Over 100 years after the first harmless hair dyes, L'Oréal is working
on a new chapfer in the Group’s history by launching its first
100% plant-based colourants (Botanéa from L'Oréal Professional
and Color Herbalia from Garnier): ranges that are suitable for all
heads, either to cover white hair or provide tones. This technical
achievement that meets a consumer demand is unique in many
areas. It is the result of collaborative work by a multi-disciplinary
team working directly with all the Group’s departments: almost
1,000 people have worked to enable the emergence of these
ranges. Combining performance and naturalness posed four
main challenges: how to offer a wide range of fones from 100%
natural ingredients, obtain a reproducible level of professional
quality, set up a new sustainable and secure ingredient supply

(1) Consumer Electronics Show Las Vegas.

chain in India, and lastly, break the codes to simplify the use of
these new products by consumers and hairdressers.

Organic competes with conventional

By deepening their knowledge of the ancestral benefits of plants
over 10years (pharmacopeia, herbalism, aromatherapy, etc)
along with their own expertise in phytochemistry, extraction and
distillation, the researchers now know how fo offer organic
products able to compete with conventional cosmetics in terms
of efficacy and sensorality. Consumers looking for ever more
natural products understand this well: this sector is posting strong
growth. Milifant organic products no longer compromise on
pleasure, and brands that want to move in this direction no
longer have fo choose between efficacy and naturalness.
Today's organic-certified care ranges can be just as sensorial
and demanding as fraditional products.

Technology resources

A second-generation UV sensor

After the launch of its connected patch in 2016 (My UV Patch
La Roche Posay), L'Oréal’s Tech incubator presented at the
2018 CES the second generation of its solution: UV Sensor,
developed with MCI10, is the first electronic, portable UV
sensor, without batteries, and with a design adapted to
consumer behaviour. Presented in the form of a mini-sensor
that sticks onto a nail, it measures the sunshine rate and UV
exposure risks. Connected in NFC @, it works in conjunction
with an application that displays the reakime change in
exposure. Having entered his/her phototype into the
application, the user obtains a score that indicates the time
spent in the sun with an alert in the event of over-exposure. UV
Sensor offers precise advice, according to skin fone or the
frequency of sun exposure. The device can also measure air
pollution rates.

Helping the consumer use less water

Access to water is a growing problem, and according fo the
UN, by 2025, two-thirds of the global population could be living
in conditions of water stress. Shampoos and shower gels are
the products that use the most water in their usage phase.
Hence the usefulness of finding a way to better use every drop
of water. This challenge was met by combining the best water
distribution and shampoo technologies.

The Swiss start-up, Gjosa, has developed a low-flow shower
head that breaks up the water flow whilst accelerating drop
speed, so that rinsing stays just as effective. To opfimise the
operation, L'Oréal’s researchers have developed easy-to-rinse
shampoos that transit directly by the shower head. Certain
water jet parameters have been adjusted to obtain a rinsing
phase that reduces energy consumption and water volume by
over 70%. Tested in L'Oréal’s laboratories, prototypes of this
new shower head have been the subject of a campaign in a
series of hair salons (South Africa and USA).

(2) Near Field Communication, wireless, short-range and high frequency communication technology.
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1.2.8. OPERATIONS, EXPERTISE AND
SERVICES CLOSE TO CONSUMERS

The Operations Division harnesses the most specialised, agile,
effective and connected tfechnological expertise, from
packaging design and product development, sourcing and
production through to distribution of all the Group’s products,
in order fo enable the brands to offer consumers worldwide the
most advanced cosmetic solutions.

Assuming ifs fundamental responsibilities, the Operations
Division guarantees consumers compliance with strict standards
of quality, safety, security and societal and environmental
responsibility all over the world.

At the forefront of new technologies to better
serve consumers with increasing demands

The Operations 4.0 programme aims to accelerate the digital
fransformation of Operafions. We are embracing new
technologies from end to end of the value chain fo respond to
new consumer demands.

For product development, 3D printing of profotypes for
products and/or functional components reduces development
times and therefore brings products to the market faster. This
fast prototyping allows fo respond with agility fo consumers’
new beauty expectations and to keep pace with evolving
cosmetic trends. In 2018, five 3D printing laboratories are in
operation in L'Oréal’s major design centres located in the USA,
France, Japan, India and China. In total, almost 13,000
packaging prototypes were 3D printed in 2018.

In production, the combination of technologies like 3D
printing, artificial infelligence, connected objects (Internet of
Things, loT), cobots (collaborative robots) and virtual reality
are new tools to assist operators in production and to develop
new, agile and more flexible production lines.

Unique QR Code technology and Big Data usage in exciting
prospects for traceability and productivity by improving supply
chains, creating smoother flows in stores, managing the
omni-channel experience and providing increased inferaction
with consumers.

At the centre of design and development,
innovation of packaging

The packaging of a product is the first identifying link between
a brand and its consumers. Beyond its technical performance
and its function, packaging is a key differentiating factor for

the product and therefore for the value perceived by the
consumer. Every vyear, L'Oréal's teams of design and
development specialists provide cutting-edge innovations
across the confinents. L'Oréal filed 87 patents for packaging
and processes in 2018.

L'Oréal increasingly uses digital technologies more and more
in the design and development of its packaging, to offer
consumers connected, smart beauty products and services
that meet their specific needs.

Since 2007, eco-design has been part of L'Oréal’s innovation
approach: Respect consumers and the environment; Reduce
packaging volume and weight; Replace high-impact materials
with recycled materials or materials from renewable resources.
By the end of 2018, the social or environmental profile of 79% of
new or redesigned products have been improved. The Group
includes up to 100% recycled plastic in some of its packaging.
In 2018, L'Oréal commiftted to ensuring that all its plastic
packaging will be refillable, reusable, recyclable or
compostable by 2025.

A "Purchasing” programme combining
economic and social value

To accompany the Group’'s growth - both from a
geographical and technological standpoint - the Purchasing
feams select the most cost-effective suppliers in accordance
with the L'Oréal Buy & Care responsible purchasing
programme. They manage their performance, with suppliers,
by monitoring precise indicators relating fo  social,
environmental and ethical criteria and through their ability to
innovate and to meet the Group’s requirements in terms of
quality, service and competitiveness.

L'Oréal builds solid relationships with its suppliers which makes
it possible to work with them on their supply chains for
responsible sourcing and ensure the agility, reliability and
fraceability of sourcing. In 2018, the Group conducted 1,369
social audits %, making a total of more than 10,800 since
2006.

Furthermore, by creating the responsible purchasing
programme called Solidarity Sourcing L'Oréal chose as from
2010 fo enable sourcing from suppliers with an inclusive
solidarity model, in ofher words, companies that offer
employment to vulnerable workers and people in deprived
communities, such as people with disabilities, the long-term
unemployed or fair trade suppliers (see Solidarity Sourcing
paragraph 3.3.3.4 "Measures taken for communities”).

M The Statutory Audiitors have expressed a reasonable assurance with regard fo this indicator.

22 REGISTRATION DOCUMENT / IOREAL 2018



Presentation of the Group Integrated report

BUSINESS MODEL - A DEVELOPMENT MODEL SERVING A CLEAR MISSION: BEAUTY FOR ALL

An industrial performance which relies on a global system of operational excellence

L'Oréal has 40 plants spread all over the world, equipped with
the very lafest technologies and advances in automation, in
close proximity to consumers in the major growth markets. This
network of plants adapts constantly to incorporate acquisitions
and embrace external innovations. It is completed by
production sub-contracting, fo meet temporary demand peaks
or for specific technologies (make-up pencils, soaps, etc.)

EUROPE

NORTH AMERICA

Product quality and safety: a priority

Offering consumers the highest quality product is an absolute
priority. Over several decades, the Group has set up a single
product quality and safety management programme that
applies to all its plants and subsidiaries around the world. In
2018, 92% of L'Oréal plants were ISO 9001 cerfified (Quality
management) and 100% were SO 22716 cerfified (Best
cosmetics manufacturing practices).

AFRICA, MIDDLE EAST

The Group's industrial organisation is also based on
specialisation by technology (haircare, skincare, make-up,
perfumes, etc) fo maximise best practices, increase agility,
improve productivity and adapt more easily to the specific
needs of local clients and consumers.

ASIA, PACIFIC

LATIN AMERICA
A ) O Active Cosmetics:

2 plants

B Professional Products:
1 plant

@ L'Oréal Luxe:
5 plants

A Consumer Products:
29 plants

@ Raw materials:
3 plants

This quality management system guarantees industrial
excellence and the quality of products with the same high
standards applicable everywhere in the world. It includes
efficient production methods and stringent control standards:
around 100 quality controls are carried out on a single product
during the production cycle, from the input of raw materials
and packaging to when products leave the plant in route
fo customers.
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Aftesting to the effectiveness of the continuous quality improvement processes, the rate of consumer complainfs improves
continuously and stood at 49 complaints per million products sold in 2018.

L"OREAL SELECTS SUPPLIERS
ACCORDING TO STRICT
STANDARDS AND CRITERIA

in respect of quality,

safety, and social

and environmental

responsibility, applied worldwide
and compliant with its responsible
purchasing policy

L'OREAL OFFERS
CONSUMERS EFFECTIVE AND
HIGH-QUALITY PRODUCTS

by respecting the most stringent
regulations and though its
confinuous improvement
approach, which is central

to its quality policy.

and quality all over the world

~ 100 QUALITY CONTROLS
FOR EACH COSMETIC PRODUCT
Products meet the same standards of excellence

Identical processes are followed in the 40 plants, from the reception
of raw materials, through the manufacturing of formulas and
the packaging of finished products, until products are placed on the market

Plants certified to the highest level

100 %

of the Group’s plants
are ISO 22716* compliant

92 %

of the Group’s plants
are I1ISO 9001 * * compliant

* Best practice in cosmetics manufacturing
** Quality management

Operational excellence

L'Oréal’s industrial facilites are equipped with high-tech
innovations, including robotic technologies, automation and
cobotics (collaborative robots), for the flexibility required to
meet the demands of the market and consumer needs: from
high-productivity plants for large-scale production to agile
plants producing limited editions.

The Group is continuing fo roll out its Operational Excellence
System in all its planfs to meet the challenges of a constantly
changing world and go even further in adapting its industrial
facilities to the needs of consumers. This process is based on
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the close involvement of all employees in technical and
fechnological areas relating to safety, quality, ergonomics,
environmental impact and production capacity, while at the
same fime controlling costs.

In 2018, the Safety Management System, which applies
worldwide for our feams on all administrative sites, laboratories,
plants, distribution cenfres and sfores, was recognised by
ROSPA (The Royal Society for the Prevention of Accidents),
notably for L'Oréal’s single safety awareness programme:
Safe@Work, Safe@Home.
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At the heart of production: environmental
protection

The Group's environmental policy aims to roll out best practices
in sustainable production to preserve resources. It spans energy
efficiency, the use of renewable energy, optimisation of water
consumption and recycling, and reduction of waste generation,
amongst others. Results in 2018 once again demonstrated
L'Oréal’s capacity fo decouple increased production (+38%
since 2005) from environmental impact with CO, emissions cut
by 77% in absolute terms since 2005, water consumption per
finished product down 48% and waste generation per finished
product reduced by 37%. It should be noted that 97% of residual
waste was recovered in 2018, meaning that it was reused,
recycled or used for energy recovery.

| RESPONSIBLE PRODUCTION

+38%
-37%
- 48%
i -77%
2005 2018
B Growth Water consumption

in production per finished product unit

B Waste generation
per finished product unit

B CO, emissions
in absolute terms

31 of L'Oréal’s industrial sites were “carbon neutfral” aof
year-end 2018, an increase of 29% since 2017, including 12
plants (Libramont in Belgium, Settimo in Italy, Burgos and
Alcalé de Henares in Spain, Rambouillet, Ormes, Gauchy,
Tours, Vichy and La Roche Posay in France, Karlsruhe in
Germany, Yichang in China).

At yearend 2018, three plants were “dry plants” (Burgos in
Spain, Seftimo in Italy and Vorsino in Russia): all the water
required by the tiliies (equipment cleaning, steam
production, efc.) comes from reused or recycled water in a
closed circuit on-site (see paragraph “The dry plant concept”,
3.3.1.3, B/ "Preserving water resources”).

L'Oréal's over 25year commitment to environmental
leadership was recognised in 2016, 2017 and 2018, by the best
possible rating from the CDP . This year, L'Oréal became the
only company worldwide, out of 7,000 companies assessed, fo
receive a triple "A" ranking for the third consecutive year, for its
commitment and results in each of the key areas for
environmental protection: the fight against climate change,
sustainable water management and the fight against
deforestation.

Fast-changing omni-channel logistics strategy

L'Oréal Group's supply chain organises and optimises alll
product delivery flows to all our customers as well as direct
deliveries to e-commerce consumers. It is responsible for
making sure that the products are delivered under optimum
conditions, at the right fime and af the best cost.

L'Oréal is unique in the cosmetics market in that it serves a
global market through a diverse range of distribution channels
(hair salons, mass-market retail channels, perfumeries,
department stores, pharmacies, drugstores, medispas,
branded refail, Travel Retail, e-commerce) with a brand
portfolio of many different beauty and cosmetic product
categories. L'Oréal continuously optimises all information flows
and physical flows from suppliers o customers.

(1) The CDP is an independent NGO which offers a global system for the measurement and publication of environmental information and which assesses
the strategy, close involvement and results obtained by companies in the fight against climate change, sustainable water management and forest

protection.
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HAIR
SALONS

MASS-MARKET RETAIL
CHANNELS

CONVENIENCE 2 DEPARTMENT STORES
STORES IN NEW g n PARFUMERIES
MARKETS 8 =
PHARMACIES
DRUGSTORES
E-COMMERCE MEDISPAS

TRAVEL RETAIL

Data management is a critical challenge, and represents a
veritable opportunity, especially in the retail sector and in
stores managed directly by L'Oréal. Data can provide a
comprehensive overall view of business in a store, as well as
improve the understanding of the consumer purchase journey.
The goal is to increase agility to handle market variations on alll
distribution channels and to adapt fo local consumer
requirements.

Sustainable Development is also central fo the supply chain
strategy. To shrink the environmental footprint of fransport
activities, L'Oréal deployed ifs global strategic initiative to
promote cooperation between carriers and fo co-develop
failored solutions to address the specific needs of each
geographical zone (Europe, Africa, Middle East, North
America, Latin America, Brazil and Asia, Pacific).

Global economic performance at the service
of the brands and the commercial entities

Operations have major economic responsibility for all the
brands and markets and that impact total product costs.

Economic optimisation efforts led by Operations involve fracking
the Total Landed Cost, i.e., the final full cost of a product, which
includes the cost of packaging and raw materials, the value
added by the plants and all supply chain costs.
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BRANDED
RETAIL

| COSMETICS INVESTMENT COMMITMENTS (PRODUCTION
AND SUPPLY CHAIN COMMITMENTS IN € MILLION)

370
340

305

2016 2017 2018

| PRODUCTION AND SALES BY OPERATING DIVISIONS
BY GEOGRAPHIC ZONE IN 2018: PRODUCTION
CLOSE TO ITS MARKETS

western | /' ¢

Europe 29,99

nort | 21 9%

A merica 26.9%

e [ ::

Markets

W Production
43.2% Sales



1.3.

1.3.1.

*

2018 RESULTS*

In a beauty market that accelerated significantly in
2018, L'Oréal marked its best year of growth since 2007,
at +7.1% ", following a strong fourth-quarter increase
of +7.7% .

All Divisions are growing, especially L'Oréal Luxe and
Active Cosmetics, which both recorded double-digit
growth. The big brands are the sftar performers,
particularly in the L'Oréal Luxe Division, where Lancéme
sales crossed the 3billion euro mark. The Active
Cosmetics Division achieved its highest growth for more
than 10 years in a very dynamic skincare market. In the
Consumer Products Division, 2018 was a good year for
L'Oréal Paris and Maybelline New York. The Professional
Products Division meanwhile recorded o modest
increase in sales, thanks to a significant acceleration in
the final quarter.

The performance by geographic Zone remained
differentiated. In Western Europe, progress was held back
by difficulties in some markets, while growth in North
America improved compared with the previous year. The
New Markets achieved their best performance since 2007,
and the Asia Pacific Zone, driven by China, has now
overtaken North America with sales exceeding €7 billion.

2018 was another very good year for two of our most
powerful growth drivers. Firstly, e-commerce® which
advanced by +40.6%, and now accounts for 11% of
Group sales. Secondly, Travel Retail, which broke the
2 billion euro barrier with an increase of +27.1%.
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1.3.1.1.

*

GOOD GROWTHMOMENTUM FOR SHARED,
LASTING DEVELOPMENT

The gross margin increased significantly and, affer
strong investments in research, innovation, and business
drivers, the operating margin set a new record at 18.3%
of sales.

More than ever, it's the strength of L'Oréal’s business
model, robust and well-balanced, covering all circuits,
all categories, all price points and addressing all
consumers, that enables the Group fto seize
opportunities wherever they are. All over the world, our
teams are alert and listening to consumers’ needs and
desires. They adapt and allocate resources with great
agility, always in the pursuit of excellence. This is how
L'Oréal delivers profitable and sustainable growth, and
strengthens its position as the cosmetics market leader
year after year.

And finally, in 2018, L'Oréal was recognised once again
for its leadership in corporate environmental and social
responsibility, notably by the CDP which identified
L'Oréal, for the third consecutive year, as a world leader
in sustainable development, with three "A” scores for the
management of climate change, water security and
forests. L'Oréal has also been acknowledged for ifs
commitment to gender equality, and was named
number 1 in Europe for gender parity by Equileap. In
tferms of ethics, L'Oréal remains exemplary, and is
ranked number 1 worldwide by the ethical reputfation
index Covalence EthicalQuote.

Overview of the results for 2018
Sales: €26.9 billion

* +7.1% like-for-like™

* +8.0% at constant exchange rates

* +3.5% based on reported figures

Operating profit: €4.92 billion, representing 18.3% of sales

Earnings per share © : €7.08, an increase of +6.5%

Net profit after non-confrolling interests: €3.89 billion, an

increase of +8.8%

Dividend ® : €3.85, an increase of +8.45%

This information forms an integral part of the Annual Financial Report as provided in Article L. 451-1-2 of the French Monetary and Financial Code.
(1) Like-for-like sales growth: based on a comparable scope of consolidation and identical exchange rafes.
(2) Sales achieved on our brands’ websites + estimated sales achieved by our brands corresponding fo sales through our refailers” websifes (non-audifed

dafa).

(3) Diluted net earnings per share excluding non-recurring items affer non-controlling inferests.
(4) Proposed at the Annual General Meeting of 18 April 2019.
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NORTH AMERICA

26.9% share of Group sales:
+2.7% sales growth in 2018 ®

€7,234.3"

SALES

19.8%

OPERATING PROFIT®
(as a % of sales)

WESTERN EUROPE

29.9% share of Group sales:
- 0.3% sales growth in 2018 ®

€8,065.1"

SALES

20.9%

OPERATING PROFIT®
(as a % of sales)

LATIN AMERICA ‘ ‘ AFRICA, MIDDLE EAST
6.6% share of Group 2.6% share of Group
sales: sales:

- 0.4% sales growth +4.9% sales growth
in2018 ™ in2018 ™
€1,784.8% €693.5%
SALES SALES

43.2% share of Group sales:
+16.1% sales growth in 2018 ™

e |
€11,638.1"

ASIA-PACIFIC

EASTERN EUROPE

6.5% share of Group 27.5% share of Group
sales: sales:
+9.1% sales growth +24.1% sales growth
in2018 ™ in2018 ™

€]1,754.2% €7,405.6M

SALES SALES

22%®

OPERATING PROFIT
(as a % of sales)

(1) Like-for-like sales growth: based on a comparable structure and identical exchange rates.
(2) Operating profit before non-allocated items: Non-allocated items consist of the expenses of Functional Divisions and fundamental research, stock option and free grant of shares costs,
which are not allocated to the Cosmetics Divisions. This item also includes non-core activities, such as insurance, reinsurance and banking.

1.3.1.2. Consolidated sales

Like-for-like, ie. based on a comparable scope of
consolidation and constant exchange rates, the sales growth
of the L'Oréal Group was +7.1%.

The net impact of changes in the scope of consolidation
amounted o +0.9%.
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Growth at constant exchange rates was +8.0%.

At the end of 2018, currency fluctuations had a negative
impact of -4.5%.

Based on reported figures, the Group’s sales, at 31 December
2018, amounted to €26.9 billion, an increase of +3.5%.
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| SALES BY OPERATIONAL DIVISION AND BY GEOGRAPHIC ZONE
The finalisation of the disposal of The Body Shop on 7 September 2017 lead to the application, in 2017, of IFRS 5 for discontinued

operations.

2017/2018 progression
€ millions 2016 2017 2018 % 2018 sales Like-for-like  Reported figures
By Operational Division
Professional Products 3,399.7 3,350.4 3,262.5 12.1% +2.0% -2.6%
Consumer Products 11,993.4 12,118.7 12,032.2 44.7% +2.5% -0.7%
L'Oréal Luxe 7,662.4 8,471.7 9,367.2 34.8% +14.4% +10.6%
Active Cosmetics 1,860.7 2,082.9 2,275.5 8.4% +11.9% +9.2%
Cosmetics Total 24,916.3 26,023.7 26,937.4 100.0% +7.1% +3.5%
By geographic zone
Western Europe @ 8,008.0 8,125.3 8,065.1 29.9% -0.3% -0.7%
North America 7,098.8 7,350.5 7,234.3 26.9% +2.7% -1.6%
New Markets, of which: 9,809.5 10,547.8 11,638.1 43.2% +16.1% +10.3%
+ Asia, Pacific @ 5,635.4 6,151.8 7,405.6 27.5% +24.1% +20.4%
+ Latin America® 1,838.0 1,952.9 1,784.8 6.6% 0.4% -8.6%
+ Eastern Europe 1,571.5 1,750.8 1,754.2 6.5% +9.1% +0.2%
+ Africa, Middle-East® 764.5 692.4 693.5 2.6% +4.9% +0.2%
Total Cosmetics 24,916.3 26,023.7 26,937.4 100.0% +7.1% +3.5%
+ The Body Shop 920.8 - - - -
TOTAL GROUP @ 25,837.1 26,023.7 26,937.4 100.0% +7.1% +3.5%

(1) Asof 1 July 2016, the Asian Travel Retail business of the Consumer Products Division, previously recorded under the Western Europe Zone, was fransferred fo the Asia,

Pacific Zone. All figures for earlier periods have been restated fo allow for this change.

(2) In the full-year 2016, reported Group sales included the sales of The Body Shop in amounts of €920.8 million.

(3) The Group has applied IAS 29 (Financial Reporting in Hyperinflationary Economies) to Argentina since July 1, 2018. The negative impact of this adjustment is 200 basis
points on like-for-like growth in Latin America and 10 basis points on that of the entire L’Oréal Group in 2018.

(4) The application of IFRS 15 as of January 1, 2018 has resulfed in a restatement of the 2018 revenue achieved with distribufors when they work as agents and not for their
own account. The impact of this restatement amounted to €28.2 million on the full-year revenue of the Africa and Middle East Zone. The effect of this accounting policy is

not material in the income statement or balance sheet.

Professional products

The Professional Products Division ended the year at +2.0%
like-for-like and -2.6% reported.

The year was marked by renewed dynamism in this Division,
which accelerated in the fourth quarter. All geographic Zones
are growing, except for Western Europe. The return fo growth in
the United States and Brazil has been confirmed. Momentum
was mainfained in the Asia Pacific Zone, driven by India and
China, and in Eastern Europe.

Haircare is benefiing from the strong growth of Kérastase,
combining the success of Resisfance Extentioniste and
Fusio-Dose customised in-salon haircare with the roll-out of a
selective multi-channel strategy. Dynamism in hair colour is
being driven by Shades EQ by Redken, which recorded
another year of growth, the success of the SoColor Culf launch
at Matrix and the good performance of Dia at L'Oréal
Professionnel.

Consumer products

The Consumer Products Division posted fourth quarter
growth of +2.8% like-for-like, and ended the year at +2.5%
like-for-like and -0.7% reported.

The Division's three major brands are growing. L'Oréal Paris and
Maybelline New York are maintaining their very good annual
momentum, and Garnier accelerated in the fourth quarter.

Skincare is growing strongly, with double-digit growth
worldwide in  facial skincare, thanks fo the excellent
performance of Revitalift Filler by L'Oréal Paris, Garnier tissue
masks and Men Expert skincare. Makeup growth confinues,
driven especially by Maybelline New York and the global
success of Superstay Matte Ink and Fit Mel. In haircare there
were two very successful launches: Elseve Dream Lengths and
Fructis Hair Food.

The Division is facing ongoing difficulties in Western Europe,
where the market remains sluggish, and in Brazil. It is winning
market share in the United States and Eastern Europe, and
continuing to accelerate sharply in Asia, thanks in particular to
China and India.

E-commerce continues to show strong growth.

L’Oréal Luxe

L'Oréal Luxe sales grew by +14.4% like-for-like and +10.6%
reported, with a second half at +15.1% like-for-like. The
Division outperformed the market and made 2018 a historic
year.
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+ The Division's four billionaire brands are posting double-digit
growth. Lancéme is being driven by its skincare
performance, with franchises Génifique and Absolue, and
the undisputed success of La Vie est Belle. Yves Saint Laurent
and Giorgio Armanihad a very good year in fragrances, with
Black Opium, Y, ST Passione and Acqua di Gio Absolu, and in
foundations. Kiehl’s is benefiing from the acceleration in
skincare, with an excellent performance from Line-Reducing
Concentrate. The successful development of IT Cosmetics
and Afelier Cologne is continuing.

o L'Oréal Luxe is winning market share in Asia Pacific,
particularly in China where growth is double-digit. The
Division performed well in dynamic markets in Travel Retail,
Eastern Europe and Latin America. In Western Europe and
Africa, Middle East, it is outperforming more difficult markets.

¢ Meanwhile, the Division confinues to accelerafe in
e-commerce.

Active cosmetics

The Active Cosmetics Division maintained strong growth
momentum in the fourth quarter, and ended an outstanding
year at +11.9% like-for-like and +9.2% reported.

The Division continues to win market share across all
geographic Zones af a rapid pace, with growth remaining
strong in North America and in Asia.

All the major brands are contributing to the Division’s growth.

¢ La Roche-Posay ended the year with double-digit growth,
driven by its antfi-wrinkle innovation Hyalu B5, and core
franchises Anthelios and Effaclar, and is performing well
across all Zones.

¢ Growth at Vichy is again bolstered by the success of
Minéral 89, the star product of 2018.

* SkinCeuticals is posting very strong growth in all Zones, and
strengthening its number 1 position in professional skincare
in the United States.

* CeraVe is recording double-digit growth in North America,
and has now been rolled out in more than 30 countries.

+ E-commerce is accelerating sharply, and accounts for more
than 13% of the Division's sales.

Multi-division summary by geographic zone

Western europe

The Zone recorded sales growth in the fourth quarter, and
ended the year at -0.3% likefor-like, and -0.7% reported. In
2018, Western Europe was affected by the sluggishness of
some markets, such as France and the United Kingdom, and
by a slowdown in the makeup category.
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L'Oréal Luxe is outperforming its market, thanks to the
dynamism of Lancéme, Giorgio Armani and Kiehl’s, and the
same is frue of the Active Cosmetics Division, thanks fo the
rapid growth of La Roche-Posay and the CeraVe roll-out. The
Consumer Products Division is strengthening its positions in
makeup, reflecting the good results of the Maybelline New
York and Essie brands, and more recently in skincare, thanks to
L'Oréal Paris anti-ageing products and Garnier cleansing.

North America
The Zone posted growth of +2.7% like-forlike and -1.6%
reported.

The Consumer Products Division remains on track, and increased
its market share in the makeup and hair colour segments, thanks
to strong performances by the L'Oréal Paris, Maybelline New York
and Essie brands. In luxury, skincare is a highly dynamic
segment, with the Kiehl’s and IT Cosmetics brands outperforming
the market. L'Oréal Luxe is also growing faster than its market in
the fragrance category. In the Professional Products Division,
growth is driven by the Redken and Matrix brands, and by the
acquisition of Pulp Riot. The uptumn in the sales of the iconic
Kérastase brand is also worth notfing. The Active Cosmetics
Division posted a good performance close to 20% with its brands
CeraVe, SkinCeuticals, La Roche-Posay and Vichy, which are all
delivering double-digit growth.

New Markets

* Asia Pacific: Growth in this Zone came out at +24.1%
like-for-like and +20.4% reported. All four Divisions are
winning market share. The dynamism of Chinese
consumers, combined with the good performance of
premium brands and rapid growth in several other
South-East Asian markets as well as in Travel Retail, were the
Zone's main growth drivers. The four Divisions posted robust
fourth-quarter figures, thanks to the success of Singles” Day
(11/11) sales in China. The acquisition of Stylenanda in
June strengthened the Group’s position in the Zone.

* Latin America: The Zone is af -0.4% like-for-like and -8.6%
reported. The L'Oréal Luxe and Active Cosmetics Divisions
are posting strong growth, and winning market share. In
Brazil, the Professional Products Division is growing sfrongly,
while the performance of the Consumer Products Division
reflects ongoing challenges, but improved in the second
half. The adjustment on 1 July to allow for hyperinflation in
Argentina had a negative impact of -2.0% like-for-like on the
Zone's annual growth.

+ Eastern Europe: In this Zone growth amounted to +9.1%
like-for-like and +0.2% reported. Growth was driven by all
four Divisions, but especially by Active Cosmetics. Across
the individual countries, Turkey, Ukraine, Romania and
Czech Republic posted very dynamic growth. E-commerce
is growing very quickly, by more than 50%.
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* Africa, Middle East: The Zone recorded growth of +4.9% all Divisions increased their market share. There was positive
like-for-like and +0.2% reported, despite the unfavourable development in South Africa and Kenya, thanks in
geopolitical context and sluggish markets, especially in the particular to the Consumer Products Division and the
Middle East. Egypt and Morocco posted good growth, and launch of the Mixa bodycare range.

1.3.1.3. 2018 Consolidated results

| OPERATING PROFITABILITY AND CONSOLIDATED INCOME STATEMENT

The finalisation, on 7 September 2017, of the disposal of The Body Shop leads to account for the businesses sold, for 2017, in
accordance with the IFRS 5 accounting rule on discontinued operations. For consistency with the financial information given outside
the financial statements below, please refer to the tables published in the 2017 Registration Document (chapter 4, page 223)
describing the financial performance of the Group when The Body Shop was an integral part of its continuing operations.

2016 2017 2018

€ millions % sales € millions % sales € millions % sales
Sales 25,837.1 100.0% 26,023.7 100.0% 26,937.4 100.0%
Cost of sales -7,341.7 28.4% -7,359.2 28.3% -7,331.6 27.2%
Gross profit 18,495.4 71.6% 18,664.5 71.7% 19,605.8 72.8%
Research and development expenses -849.8 3.3% -877.1 3.4% 9144 3.4%
Advertising and promotion expenses -7,498.7 29.0% -7,650.6 29.4% -8,144.7 30.2%
Selling, general and administrative expenses -5,607.0 21.7% -5,460.5 21.0% -5,624.7 20.9%
OPERATING PROFIT 4,539.9 17.6% 4,676.3 18.0% 4,922.0 18.3%
Gross profit, at €19,605 million, came out at 72.8% of sales, Selling, general and administrative expenses, at 20.9% of sales,
compared with 71.7% in 2017, which is an improvement of 110 have been reduced by 10 basis points.
basis points.

Overall, operating profit has grown by +5.3% to €4,922 million,

Research and Development expenses, at €914 million, have and amounts to 18.3% of sales, representing an increase of 30
increased by 4.3%. basis points.

As announced, advertising and promotion expenses increased
to 30.2% of sales, representing an increase of 80 basis points.

| NET PROFIT FROM CONTINUING OPERATIONS
The finalisation, on 7 September 2017, of the disposal of The Body Shop leads to account for the businesses sold, for 2017, in
accordance with the IFRS 5 accounting rule on discontinued operations.

For consistency with the financial information given outside the financial statements below, please refer to the tables published in
the 2017 Registration Document (chapter 4, page 223) describing the financial performance of the Group when The Body Shop was
an infegral part of its continuing operations.

From operating profit fo net profit excluding non-recurring items:

€ millions 2016 2017 2018 Evolution
Operating profit 4,539.9 4,676.3 4,922.0 +5.3%
Finance costs excluding dividends received -19.3 -22.9 -1.9
Sanofi dividends 346.5 350.0 358.3
Pre-tax profit excluding non-recurring items 4,867.1 5,003.3 5,278.4 +5.5%
Income tax excluding non-recurring items -1,216.8 -1,250.5 -1,286.8
Net profit from equity affiliates excluding non-recurring items 0.1 0.1 +0.1
Non-controlling interests -3.0 -3.9 -4.1
Net profit excluding non-recurring items aftributable to owners of the company 3,647.2 3,748.7 3,987.6 +6.4%
EPS @ (€) 6.46 6.65 7.08 +6.5%
NET PROFIT AFTER NON-CONTROLLING INTERESTS 3,105.8 3,581.4 3,895.4 +8.8%
Diluted EPS after non-controlling interests (€) 5.50 6.36 6.92
Diluted average number of shares 564,509,135 563,528,502 563,098,506

(1) Net profit excluding non-recurring ifems excludes impairment losses, restructuring costs, fax effects and minority inferests.
(2) Diluted net earnings per share excluding non-recurring ifems after non-controlling inferests.

Finance expenses came out at approximately €1.9 million. Net profit excluding non-recurring items after non-controlling

o - interests from confinuing operations amounted to €3,987 million,
Sanofi dividends amounted fo €358 million. an increase of +6.4%, and +10% at constant exchange rates.
Income tax excluding non-recurrent items amounted fo Earnings per Share, at €7.08, is up by +6.5%.

€1,286 million, representing a tax rate of 24.4%.
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Non-recurring items after non-controlling interests  amounted
to €92 million net of tax.

Net profit came out af €3,895 million, an increase of +8.8%.

| NET PROFIT AFTER ATTRIBUTABLE TO OWNERS OF THE COMPANY: €3,895 MILLION
The finalisation, on 7 September 2017, of the disposal of The Body Shop leads to account for the businesses sold, for 2017, in
accordance with the IFRS 5 accounting rule on discontinued operations.

Evolution
€ millions 2016 2017 2018  2017/2018
Net profit excluding non-recurring items after non-controlling interests 3,647.2 3,748.7® 3,987.6 +6.4%
Non-recurring items net of tax™ -541.4 -167.2 92.2
Net profit from non-continuing operations - - =
NET PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY 3,105.8 3,581.4 3,895.4 +8.8%

Cash flow statement, Balance sheet
and Cash position

Gross cash flow amounted to €5,178 million, an increase
of 4.1%.

The working capital requirement decreased by €113 million.
At €1,416 million, investments represented 5.3% of sales.

Net cash flow® at €3,875 million, is down slightly after a strong
increase in the previous year.

The balance sheet is particularly solid, with shareholders” equity
amounting fo €26.9 billion, and net cash at €2,751 million af

Proposed dividend at the Annual General Meeting
of 18 April 2019

The Board of Directors has decided to propose to the
shareholders’ Annual General Meeting of 18 April 2019 a
dividend of €3.85 per share, an increase of +8.5% compared
with the dividend paid in 2018. The dividend will be paid on
30 April 2019 (ex-dividend datfe 26 April 2019 af 0:00 a.m.,
Paris time).

Share capital

At 31 December 2018, the capital of the company is formed by
560,396,652 shares, each with one voting right.

31 December 2018.

Operating profit, by Operational Division and geographic zone

| BY OPERATIONAL DIVISION
The finalisation, on 7 September 2017, of the disposal of The Body Shop leads to account for the businesses sold, for 2017, in
accordance with the IFRS 5 accounting rule on discontinued operations.

2016 2017 2018

€ millions % sales € millions % sales € millions % sales
Professional Products 689 20.3% 669 20.0% 652 20.0%
Consumer Products 2,417 20.2% 2,419 20.0% 2,428 20.2%
L'Oréal Luxe 1,623 21.2% 1,856 21.9% 2,072 22.1%
Active Cosmetics 431 23.2% 471 22.6% 523 23.0%
COSMETICS DIVISIONS TOTAL 5,160 20.7% 5,415 20.8% 5,675 21.1%
Non-allocated® -654 2.6% -739 -2.8% -753 -2.8%
TOTAL GROUP AFTER NON-ALLOCATED 4,506 18.1% 4,676 18.0% 4,922 18.3%

The profitability of L'Oréal Luxe, at 22.1%, increased by 20
basis points.

The profitability of the Professional Products Division came out
at 20.0%.

The profitability of the Consumer Products Division came out af
20.2%, an improvement of 20 basis points compared with 2017.

The profitability of the Active Cosmetics Division came out af
23.0%, representing an increase of 40 basis points.

Non-allocated expenses amounted to €753 million, which is
stable in relative value.

(1) Non-recurring ifems include impairment of assets, net profit of discontinued operations, restructuring costs and tax effects of non-recurring items.

(2) Net profit from continuing operations excluding non-recurring items attributable to owners of the company

(3) Net cash flow = Gross cash flow + changes in working capital - capital expenditure.

(4) Non-allocated items consist of the expenses of Functional Divisions and fundamental research, stock option and free grant of shares costs, which are
not allocated fo the Cosmetics Divisions. This ifem also includes non-core activities, such as insurance, reinsurance and banking.
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2016 2017 2018

€ millions % sales € millions % sales € millions % sales
Western Europe @ 1,832 22.9% 1,860 22.9% 1,683 20.9%
North America 1,392 19.6% 1,411 19.2% 1,430 19.8%
New Markets @ 1,936 19.7% 2,144 20.3% 2,562 22.0%
COSMETICS ZONES TOTAL® 5,160 20.7% 5,415 20.8% 5,675.0 21.1%
Non-allocated © -654 -2.6% -739 -2.8% -753 -2.8%
TOTAL GROUP AFTER NON-ALLOCATED 4,506 18.1% 4,676 18.0% 4,922 18.3%

M

@)
©)

Pacific Zone. All figures for earlier periods have been restated fo allow for this change.
Before non-allocated.

As of 1 July 2016, the Asian Travel Retail business of the Consumer Products Division, previously recorded under the Western Europe Zone, was transferred to the Asia,

Non-allocated items consist of the expenses of Functional Divisions and fundamental research, stock option and free grant of shares costs, which are not allocated fo the

Cosmetics Divisions. This item also includes non-core activities, such as insurance, reinsurance and banking.

Profitability in Western Europe came out at 20.9%, 200 basis
points lower than last year.

In North America, profitability came out at 19.8%, an increase
of 60 basis points compared with 2017.

Sales by business segment
| CONSOLIDATED SALES

And in the New Markets, profitability increased by 170 basis
points compared fo the previous year, and amounted fo 22.0%
of sales.

2017/2018 progression
€ millions 2016 2017 2018 Like-for-like Like-for-like
Skincare 7,089 7,624 8,557 +159% +122%
Make-up 6,576 7,266 7,383 +53% +1.6%
Haircare 4,779 4,559 4,358 +05% -4.4%
Hair colourants 3,021 3,076 2,950 -0.6% -4.1 %
Perfumes 2,367 2,393 2,495 +7.8% +4.3%
Others™ 1,085 1,107 1,194 +4.3% +7.9%
TOTAL COSMETICS SALES 24,916 26,024 26,937 +7.1% +3.5%
(1) “Other” includes hygiene products, sales made by American distributors with non-Group brands.

Simplified consolidated income statements

€ million 31.12.2016 31.12.2017 31.12.2018 % 2018 sales
Sales 25,837.1 26,023.7 26,937.4 100.0%
Gross profit 18,495.4 18,664.5 19,605.8 72.8%
Research and development -849.8 -877.1 914.4 3.4%
Advertising and promotion -7,498.7 -7,650.6 -8,144.7 30.2%
Selling, general and administrative expenses -5,607.0 -5,460.5 -5,624.7 20.9%
Operating profit 4,539.9 4,676.3 4,922.0 18.3%
Operational profit 3,996.1 4,400.0 4,827.3

Finance costs excluding dividends received -19.3 -22.9 =159

Sanofi dividends 346.5 350.0 358.3

Income tax -1.214.6 -901.3 -1,284.3

Non-confrolling inferests 2.9 -4.1 -4.1

Impact of deconsolidation of The Body Shop* -240.1

Net profit attributable to owners of the company 3,105.8 3,681.4 3,895.4 14.5%
Non-recurring ifems (expense -/income +) -541.5 -167.2 92.2

Net profit excluding non-recurring items after non-controlling interests** 3,647.2 3,748.7 3,987.4 14.8%
Diluted earnings per share aftributable fo owners of the company (euros) 5.50 6.36 6.92

Diluted earnings per share aftributable fo owners of the company excluding

non-recurring items (euros) 6.46 6.65 7.08

*

Aok

The finalisation of the disposal of The Body Shop on 7 September 2017 lead to the application, in 2017, of IFRS 5 for discontinued operations.
Net profit excluding non-recurring ifems excludes asset depreciations, restructuring costs, tax effects and minority interests of continuing acfivities.
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Sources and application of funds

Net profit attributable to owners of the company

Amortisation and provisions

Capital gain or losses on disposals of assets,
changes in deferred taxes and other

Financial ratios

Investments in property, plant

3,895.4 1,416.1 and equipment and infangible assets

1,109.3 3,875.8 Operating cash flow

1734 -113.8 Changes in working capital requirement
Sources Applications

Gross cash flow = 5,178.1

2016 2017 2018
(% of sales) Operating profit/Sales 17.6% 18.0% 18.3%
(% of shareholders” equity) Net profit excluding non-recurring items after non-controlling interests/Opening
shareholders’ equity 15.4% 15.1 16.1%
(% of shareholders” equify) Net gearing n/a n/a n/a
Gross cash flow/Investments 3.4x 3.9x 3.7x

(1) Net gearing: Current and non-current debf — Cash and cash equivalents / Shareholders” equity affer non-confrolling inferests
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L'Oréal 2012-2018

The announcement on 11 February 2014, of the disposal of 50% of Galderma leads to account for this business in accordance with
IFRS 5 accounting rule on discontinued operations. In accordance with IFRS 11 accounting rule, Innéov has been consolidated
under the equity method as of 1 January 2014. All figures for earlier periods have been restated accordingly.

€ millions 20120 2013® 2014® 2015 2016 2017 2018
Results

Consolidated sales 21,638 22,124 22,532 25,257 25,837 26,023 26,937
Operating profit 3,558 3,760 3,891 4,388 4,540 4,676 4,922
As a percentage of consolidated sales 16.4% 17.0% 17.3% 17.4% 17.6% 18.0% 18.3%
Profit before tax excluding

non-recurring items 3,874 4,056 4,198 4,711 4,867 5,003 5,278.4
Net profit excluding non-recurring

items after non-controlling interest @ 2,861 3,032 3,125 3,490 3,647 3,748 3,987.6
Net profit affributable to owners

of the company 2,868 2,958 4,910 3,297 3,106 3,581 3,895.4
Total dividend 1,380 1,507 1,511 1,742 1,858 2,006 2,175
Balance sheet

Non-current assets 20,903 21,485 23,284 24,458 25,585 24,320 25,991
Current assets excl. cash

and cash equivalents 6,096 6,730 6,858 7,854 8,300 7,972 8,474
Cash and cash equivalents 2,235 2,659 1,917 1,400 1,746 3,047 3,992
Equity © 20,925 22,651 20,197 23,617 24,504 24,819 26,933
Net current and non-current debt @ -1,948 -2,320 671 -618 -481 -1,872 2,751
Gross cash flow 3,507 3,758 3,808 4,399 4,717 4,972 5178

Per share data (euros)

Diluted earnings per share attributable
to owners of the company excluding

non-recurring items @ 4,73 4,99 © 5.34 6.18 6.46 6.65 7.08
Dividend 2.30 2.50 2.70 3.10 3.30 3.55© 3.85©
Share price at 31 December ) 104.90 127.70 139.30 1565.30 173.40 184.95 201.20
Highest share price during the year @ 106.40 137.85 140.40 181.30 177.90 197.15 214.90
Lowest share price during the year @ 79.22 103.65 114.55 133.40 142.65 167.75 170.30
Diluted weighted average number

of shares outstanding 605,305,458 608,001,407 585,238,674 564,891,388 564,509,135 563,528,502 563,098,506

(1) The 2012 balance sheets have been restated fo allow for the change in accounting method relating fo revised IAS 19.

(2) For2012,2013, 2014 and 2015 it is the net profit from continuing operations.

(3) Plus non-controlling interests.

(4) The net cash surplus is €1,948 million in 2012, €2,320 million in 2013, €618 million in 2015, €481 million in 2016, €1,872 million in 2017 and €2,751 million in 2018.
In 2014, net debt is €671 million.

(5) Net profit to owners of the company per share, excluding non-recurring items, published on 31 December 2013 was €5.13.

(6) Dividend proposed fo the Annual General Meeting of 18 April 2079.

(7) The LOréal share has been listed in euros on the Paris Stock Exchange since 4 January 1999, where it was first listed in 1963. The share capital is €112,079,330.40
at 31 December 2018 the par value of one share is €0.2.

(8) The balance sheets at 31 December 2013 and 31 December 2014 have been restated fo reflect the change in accounting policies on recognition of levies resulfing
from the application of IFRIC 21.
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Significant events of 2018

36

On 16 March, L'Oréal announced the acquisition of the
Canadian  company  ModiFace, an internationally
recognised leader in augmented reality and artificial
intelligence applied to the beauty industry.

On 22 March, L'Créal and Giorgio Armani announced the
signing of an agreement to renew their licence until 2050.

On 17 April, the L'Oréal Board of Directors decided, in
application of the authorisation approved by the Annual
General Meeting of 20 April 2017, to buy back L'Oréal
shares for a maximum amount of €500 million in the second
quarter of 2018. 2,497,814 shares were bought back from
23 April to 29 May 2018. They were cancelled by the Board
of Directors on 26 July 2018.

On 2 May, L'Oréal announced the acquisition of 100% of
Nanda Co. Lid., the Korean lifestyle makeup company
founded by Mrs Kim So-Hee in Seoul in 2004. The acquisition
was finalised on 20 June 2018.

On 15May, L'Oréal announced the launch of its first
Employee Share Ownership Plan, rolled ouf in 52 countries,
representing a maximum of 500,000 shares. The scheme
has proven extremely successful, and gave rise fo a capital
increase on 24 July 2018.

On 25 May, L'Oréal finalised the acquisition of professional
hair colour brand Pulp Riof, which, under the leadership of
its two founders David and Alexis Thurston, has been
creating industry-leading content and using social media fo
inspire stylists.

On 28 May, L'Oréal and Valentino announced the
signature of a long-ferm licence agreement for the
creation, development and distribution of fine fragrances
and luxury beauty products under the Valentino brand.

On 13 June, L'Oréal acquired a stake of 49% in the Tunisian
company LiPP-Distribution which distributes the Group’s
brands in Tunisia.

On 1 August, L'Oréal announced the project of acquisition
for Société des Thermes de La Roche-Posay. This acquisition
sustains and reinforces the dermatological positioning of
the La Roche-Posay brand.

On 1 August, L'Oréal announced the signing of an
agreement to acquire the German beauty company
Logocos Naturkosmetik AG, a pioneer in natural and
organic cosmetics with brands including Logona and
Sante. The acquisition was finalised on 17 October.
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Significant, recent events and prospects

¢ On 21 September, L'Oréal announced an investment in the
fund Parfech Africa. This investment is an addition fo the
Group’s previous investments in venture capital funds
(Partech International Ventures, Founders Factory, Raise
Investissement).

¢ On 24 September, L'Oréal was recognised as Global
Compact Lead. This award, made by the United Natfions
Global Compact, rewards the Group’s ongoing commitment
to the world's largest corporate sustainability initiative.

¢ On 4 October, L'Oréal received the First Prize for Europe
from Equileap as the top gender-balanced company. This
award recognises the Group's efforts o promote gender
equality all over the world.

¢ On 19 November 2018, the L'Oréal Group announced two
important  changes within its  Executive Committee:
Christophe Babule is appointed Executive Vice-President
Chief Financial Officer, and will succeed Christian Mulliez as
of 8 February 2019. Cyril Chapuy was appointed President
L'Oréal Luxe, as of 1January 2019, reporting to Nicolas
Hieronimus, Deputy CEO in charge of Divisions.

¢ On 5December 2018, L'Oréal announced the launch of
BOLD, Business Opportunities for L'Oréal Development, a
corporate venture capital fund that will take minority stakes
in innovative startups with high growth potential. The fund
will invest in new business models in marketing, Research &
Innovation, digital, refail, communication, supply chain and
packaging.

¢ On 20 December 2018, Covalence EthicalQuofe ranked
L'Oréal number 1 worldwide across all industries in ifs
reputation index. This ranking of the world’s largest listed
companies reflects stakeholder and media perceptions,
and companies’ communication on environmental, social,
governance and human rights issues.

* On 22 January 2019, L'Oréal was recognised for the third
year in a row as a global leader in corporate sustainability
by non-profit organisation CDP, with three ‘A’ scores for the
management of climate change, water security and forests.

Significant events that have occurred
since the beginning of 2019

No significant event has occurred since the beginning of 2019.

2019 prospects

In an economic context that remains volatile and uncertain,
we are confident, thanks to our innovations, powerful brands,
digital excellence and in particular our outstanding teams alll
over the world, that we can pursue our corporate social
responsibility commitments, outperform the beauty market in
2019 and achieve another year of growth in both sales
and profits.



1.3.1.5. L'Oréal’s investment policy responds

o long-term objectives

L'Oréal is a growing industrial company thanks largely fo two
fypes of investments:

1.

scientific and industrial, which are described in several
sections of this document (paragraphs 1.2.7. and 1.2.8.
in particular); and

marketing, which are made on an ongoing basis and
are inherent to the Group’s activities in the cosmetics
industry. Indeed, winning new market share requires
in-depth and situation-specific studies, as well as
advertising and promotional expenses affuned not only
to the familiarity of brands and their competitive position,
but also to constant changes in consumers” aspirations -
something that the subsidiaries’ sales and marketing
tfeams monitor constantly. Lastly, investments in point-of
sale (POS) advertising materials ensure optimal presence
for our brands in points of sale.
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For reasons relating fo strategy and competition, L'Oréal cannot
therefore provide any systematic information on future investments.

In 2018, the Group's investments totalled €1,416 million ™, or
5.3% of its sales. This level reflects the Group’s constant efforts
in terms of improving industrial efficiency, research and digital
development performance and enhancing brand value.

Investment commitments in 2018 can be broken down as follows:

¢ production and the physical supply chain represent
approximately 27% of total investments;

+ marketing investments, including moulds, POS advertising
materials and stores account for 47%;

+ [T investments spread over all these categories represent
20% of total investments;

e research and the head offices in different countries
account for the remainder.

See notes 3.2.2, 7.2 and 13.2 to the Consolidated Financial Statements for more details of these investments.

Despite their strategic nature, none of these investments taken individually is material enough at Group level to warrant more
detailed disclosure.

(1) See Statement of Cash Flows, consolidated financial statements, Section 4.5.
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1.3.2. CORPORATE SOCIAL RESPONSIBILITY (CSR):
SHARED, LASTING GROWTH

The stakeholders in the Group’s business

py —
Development of our business activity

* Research & Innovation

+ Investments in property, plant and
equipment and infangible assets

+ Acquisitions of new targets

Employees
+ Salaries and employer welfare contributions
* Incentives and profit-sharing
« Safety and health at work

« Skills development

+ Promotion of diversity

Shareholders
* Have a holding in the capital

» Vote on Annual General
Meeting resolutions

» Receive a dividend

Sales
« L'Oréal’s financial performance contributes
o local and global economic development
+ The value generated by the business
throughout the value creation chain benefits
the numerous stakeholders /

)

Service providers and suppliers

The State and local authorities of goods and services
* Income tax * Partners and subcontractors
+ Other taxes and confributions + All are associated with the Group'’s
to local authorities sustainable development policy
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Priority to Human Capital

L'Oréal has always been guided by humanist values that have
led it fo place the individual and talent at the very heart of its
organisation. As its founder, Eugene Schueller affirmed with
conviction "a company is not walls and machines but men,
men and more men.”

These strafegic intangible assets are one of the Group’s main
competitive advantages in the long term, alongside its brands,
governance and Research.

The Group’s human and social project revolves around two
priorities: the first is individual performance development of
employees and future leaders and the second is social
performance.

L'Oréal has always targeted constant, sustainable growth.

Since its very beginnings, the Group has been committed to
developing its presence in all regions of the world by applying
the fundamental rules of a good corporate citizen. The
products offered to consumers meet the highest quality
standards; the Group’s social commitments are the same in all
its subsidiaries; all production centres comply with the same
rules aimed af reducing their environmental footprint. Social
audits are conducted in relation to the suppliers of plants and
distribution centres.

Each subsidiary contributes, in accordance with its resources,
to the L'Oréal Foundation’s main programmes, notably “For
Women in Science”, "Beauty for a Better Life” or other Group
philanthropy initiatives (see chapter 3). Above and beyond its
solid long-ferm economic performances, the Company seeks
fo be exemplary and sets itself demanding standards in order
fo limit its environmental foofprint.

Presentation of the Group Integrated report
GOOD GROWTH MOMENTUM FOR SHARED, LASTING DEVELOPMENT

More consumers and more growth, for L'Oréal, necessarily
imply more responsibilities. The Group intends to develop its
activity with the utmost respect for the environment and the
planet, and tfo reinforce its social and economic impact on the
life of the people and communities that surround it. It is for this
reason that in 2013, L'Oréal set itself ambitious Sustainable
Development Goals that were formally provided for and
structured at a strategic level within the scope of the Sharing
Beauty With All programme.

The Group’s CSR programme: Sharing Beauty
With All

The Sharing Beauty With All programme presents the targetfs
that the Group has set itself for 2020 with the aim of reducing
its environmental impact and increasing its  social
commitments, while sharing its growth with the surrounding
communities. Every year, L'Oréal reports on its strategy and its
results fransparently and giving figures via performance
indicators. A panel of independent international experts called
the Panel of Critical Friends meets regularly to review progress
made and fake a critical look at the actions taken and
suggest improvements.

The Sharing Beauty With All programme stands out for its
complete integration into the Company’s value chain. It therefore
covers all the Group’s impacts broken down into four areas:

¢ innovatfing sustainably, which aims at improving the
environmental and social footprint of products (see

section 1.2.7 and chapter 3);

producing sustainably, fo reduce the environmental
footprint of the Group’s plants and distribution centres, all
over the world (see section 1.2.8. and chapter 3);

Innovating sustainably A Producing sustainably
By 2020, 100% of the Group's products will By 2020, the Group commits to reducing
have an environmental or social benefit. its environmental footprint by 60%,
while extending its global presence.
SHARING
— BEAUTY ——>
WITH ALL
Living sustainably Developing sustainably
By 2020, the Group wants to empower with employees - by 2020, L'Oréal employees
all L'Oréal consumers to make will have access fo health-care,social protection
sustainable consumption choices. and fraining,wherever they are in the world;
with suppliers - by 2020; 100% of the Group’s
strategic suppliers in the supplier sustainability
Y programme;

with communities - by 2020, through its
actions, the Group will enable more than
100,000 people from underprivileged
communities to access work.
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+ living sustainably, to engage with consumers and offer them Developing sustainably

the possibility to make sustainable consumption choices; 3
Sharing growth with its stakeholders is one of L'Oréal’s priorities.

+ developing sustainably to share growth with all the Group's In this spirit, the Group applies ifs vision of responsible
stakeholders (employees, suppliers, communities). corporate citizenship with its employees, its suppliers and the
communities with which it inferacts.

...with employees
"By 2020, L'Oréal employees will have access to healthcare, social protection and training,
wherever they are in the world.”

The L'Oréal Share & Care programme is a large-scale social countries: social protection, healthcare, parenthood and
programme initiated af the end of 2013. It consists of quality of life af work.
commitments revolving around 4 pillars put in place in all

Protect A Care
Providing employees with effective Providing employees and their families
support particularly of a financial with access to a high-quality
nature in the event of unexpected healthcare system which is one of the
life events top performers on the local market

'OREAL
SHARE&CARE >

PROGRAM

Profect - Care - Balance - Enjoy

Enjoy

Offering high standards of quality
of life at work fo all the Company’s
employees.

Balance

Enabling all employees to live
important life moments to the full,
such as maternity and paternity,
while pursuing their careers

A\

...with suppliers

"By 2020, 100% of the Group’s strategic suppliers® will be participating in our supplier Sustainable
Development programme.”

L'Oréal considers that the activities of its suppliers are part of its the Group to associate its suppliers more with its CSR initiatives
wider social and environmental footprint. This is why the Group by developing a twofold approach:

has decided to associate its suppliers with its social, ethical and
environmental commitments. This concerns first and foremost ifs
“strategic” suppliers, who represent over 80% of the Group’s direct
purchases (raw materials, packaging and subcontracting). + the Group makes avaiable fo them continuous
improvement tools to enable them to carry out a better
self-assessment and improve.

+ the supplier selection process now fakes into consideration
their environmental and social performances;

Following on from the responsible purchasing policy it has
implemented since 2002 known as the L'Oréal Buy & Care
programme, the Sharing Beauty With All program has enabled

(1) le. 100% of the employees within the scope of the "L'Oréal Share & Care” programme (the Group's permanent employees except, in certain countries,
parttime contracts <21 hours a week, beauty advisers and store employees, noting that the integration of recent acquisitions and new subsidiaries
fakes place gradually).

(2) Strategic suppliers are suppliers whose added value is significant for the Group by contributing fo the L'Oréal sustainable strategy by their weight, their
innovations, their strategic alignment and their geographical deployment. 80% of the amount of direct purchases will be ultimately covered by this
approach. The portfolio of suppliers will therefore solely consist, in 2020, of suppliers with the best CSR resulfs: new suppliers selected on their
performances and longstanding suppliers whom the Group continues to use as they are some of the best.
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...with communities
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"By 2020, the Group will enable more than 100,000 people from socially or financially deprived

communities to access work through its actions.”

Due to its large number of purchasing programmes and its
many industrial and administrative sites all over the world,
L'Oréal makes a contribution fo many local projects. As a
general rule, the Group’s establishments and its subsidiaries
build good relationships with the communities in the areas in
which they operate, and make every effort fo share their growth.

This ambition led to a commitment in the Sharing Beauty With
All programme: enabling over 100,000 people from socially or
financially deprived communities fo access work by 2020. This
means that L'Oréal will support as many people outside the
Company as there are employees in the Group.

To achieve this target, L'Oréal has implemented various
programmes: professional training for people in highly
vulnerable situations, the inclusion of persons with disabilities
or the deployment of “Solidarity Sourcing” projects.

Solidarity Sourcing

In 2010, L'Oréal created Solidarity Sourcing, a global
responsible purchasing programme which aims to open up
the Group’s calls for tenders to companies that employ people
from economically vulnerable communities in order fo enable
them to have durable access to work and fo income, as well
as fo companies that traditionally do not have access to the
large calls for tenders of multinational companies.

Within this framework, the purchasers work in partnership with
the representatives of the Sharing Beauty With All programme
located in each country.

Towards more sustainable consumption
behaviours

Finally, L'Oréal wants to offer its consumers the possibility to
make sustainable consumption choices. To this end, L'Oréal
mobilises all its brands, for all Divisions confined, around two
main levers of action:

+ assessing and improving their environmental and social
footprint: L'Oréal’s laboratories, alongside the Development
& Packaging teams and the CSR Department, carry out
analyses of the portfolio of formulas and packaging of each
of the Group’s brands. Target: defining a sustainable
innovation plan, which identifies drivers for improvement
with regard to every one of ifs ranges and every one of its
products and sets out an action plan. In 2018, this work was
carried out with 88% of the Group’s brands;

¢ engagement alongside consumers: conscious of the ability
of its brands to mobilise their stakeholders - business
partners, customers, consumers, the general public -
around foday’s major environmental and social causes, the
Group pledged that everyone would identify a cause that
they personally want to defend and undertake campaigns
fo raise awareness. In 2018, 57% of the brands conducted
this type of action. Furthermore, since 2013, L'Oréal
conducts quantitative and qualitative studies fo gain a
better understanding of what its consumers want and tfo
identify the most engaging manner to get them involved in
Sustainable Development issues in the cosmetics sector. In
2018, pursuing the work of the Advisory Committee
established in 2016, L'Oréal continued its policy of actively
listening fo consumers on sustainable development issues
through a number of studies conducted with consumer
panels in the United States, China and Europe with a view to
understanding their expectations and fine-funing its policies.
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Sharing Beauty With All: 2020 commitments, 2018 results
| INNOVATING SUSTAINABLY

&z
A

2020 TARGETS

100% of L'Oréal products will have an improved environmental or
social profile. Every fime the Group creates or renovates a
product, it will improve the product’s environmental or social
profile with regard to af least one of these four criteria:

+ the new formula uses renewable raw materials

that are sustainably sourced or derived from
green chemistry;
o, + the new formula reduces the product’s
: environmental footprint, particularly with regard
fo water use;

+ The new packaging has an improved
environmental profile;

+ the new product has a positive social impact.

| PRODUCING SUSTAINABLY

<o

2020 TARGETS

L'Oréal will have reduced the CO, emissions
generated by its plants and distribution centres by
60% in absolute terms, compared to 2005.

L'Oréal will have reduced its water consumption
by 60% per finished product, compared fo 2005.

L'Oréal will have reduced its waste generation by
60% per finished product, compared to 2005.

L'Oréal will send zero industrial waste to landfill.

L'Oréal will have reduced the CO, emissions
linked to the transport of its product by 20%

(in grams of CO, per sales unit per km), compared
0 2011.

| LIVING SUSTAINABLY

0
)

222

:

2020 TARGETS

L'Oréal will evaluate the environmental and social
profile of all its products using an assessment tool.
All brands will make this information publically
available to allow consumers to make sustainable
choices.

All brands will assess their environmental and social
impact and make commitments to improve it.

Every brand will report on its sustainability progress
and raise consumers awareness of its commitments.

Consumers will be able to influence L'Oréal’s
sustainability efforts through a consumer advisory
committee.

2018 RESULTS

O, .
79% of new or renovated products have an improved
environmental or social profile.

43% of new or renovated products have an improved
environmental profile due to a new formula incorporating
renewable raw materials that are sustainably sourced or
respect the principles of green chemistry.

48% of new or renovated products have an improved
environmental profile due fo a new formula with a lower
environmental footprint.

58% of new or renovated products have an improved
environmental profile due to packaging with a lower
environmental footprint.

31% of new or renovated products have an improved social

profile as they notably incorporate raw materials from
Solidarity Sourcing programmes.

2018 RESULTS

= 77 % reduction in €O, emissions from plants and distribution centres in
absolute value since 2005.

= 48% reduction in water consumption at plants and distribution centres since
2005 (in litres/finished product).

= 37% reduction in waste generated from plants and distribution centres since
2005 (in grams per finished product).

The objective of sending “zero” waste to landfill (excluding regulatory
obligations) has been achieved for all plants and distribution centres.

= 8% reduction in CO, emissions linked to the transport of product
(in grams of CO, per sales unit per km) since 2011 with 413,568 tonnes
of CO, emitted in 2018, which represents 0.0256 g CO, per sales unit
per km.

2018 RESULTS

100% of new or renovated products in 2018 were assessed using the

product assessment fool.

The indicator of the percentage of brands that provide consumers
with information from the SPOT tool will be completed as soon as
the environmental and social information system, which is in the
process of being prepared and which will be deployed by 2020, is
finalised.

of brands have assessed their environmental and social impact.

of brands conducted a consumer awareness initiative.

In 2018, pursuing the work of the Advisory Committee established
in 2016, L'Oréal continued its policy of actively listening to
consumers on sustainable development issues through a number
of studies conducted with consumer panels in the United States,
China and Europe with a view fo understanding their expectations
and fine-tuning ifs policies.

M The Statutory Audiitors have expressed a reasonable assurance with regard fo this indicator.
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| DEVELOPING SUSTAINABLY...

2017
2020 TARGETS 2018 RESULTS RESULTS
... with communities
° By 2020, L'Oréal will enable more than 100,000 people 63,584 people from underprivileged communities gained access to 53,505
R from underprivileged communities to gain access fo employement.
employment through the following programmes:
« Solidarity Sourcing ; 56,842 people gained access to work through the Solidarity Sourcing 48,692
programme.
« vocational fraining in the beauty sector; 5,565 people in difficult social or economic situations participated 3,771
in free vocational training in the beauty sector through the
Beauty for a Better Life programme, supported by the L'Oréal
Foundation.
« employment of disabled people. 1,177 people with disabilities worked for L'Oréal. 1,042
... with suppliers
Al strategic suppliers™ will be evaluated and selected 83% of the Group's strategic suppliers have been evaluated and 82%
based on social and environmental performance. selected on the basis of their environmental and social
& performance.
E/ They represent more than 73% of total direct purchases (raw
materials, packing items and subcontracting) Furthermore, in
2018, 1,369 social audits were carried out, making a total of
over 10,800 since 2006.
All strategic suppliers™ will have completed a 93% of strategic suppliers have completed a self-assessment 87%
self-assessment of their sustainability policy with the of their sustainability policy with the Group’s Sustainable
Group's support. Development.
.$‘ This percentage is based on the calculation of the number of
suppliers who, in 2018, had been assessed on their social,
environmental and ethical policies, as well as the application
of such policies at their own suppliers, by Ecovadis.
All suppliers will have access to L'Oréal fraining tools to Our dedicated online fraining platform was launched at the
improve their sustainability policies. end of October 2016. It will firstly be made available to
strategic suppliers, before being gradually implemented more
broadly.
20% of strategic suppliers™ will be associated with our 13% of strategic suppliers are involved in the Solidarity Sourcing 9%
Solidarity Sourcing programme. programme.
... with employees
Employees will benefit from health cover that reflects best 96% of the Group’s permanent employees benefit from health 96%
practices in their country of residence. cover that reflects best practice in their country of residence.
Employees will benefit from financial protection in the event 93% of the Group’s permanent employees have access to 92%
§?=, of a life-changing accident. financial protection in the event of a life-changing accident
s= (including death or permanent disability).
Every L'Oréal employees will be able to atfend at least one 88% of the Group’s employees benefitted from at least one 78%
W fraining session per year, wherever they are in the world. fraining session in 2018.

(1) Strategic supplier = supplier whose added value is significant for the Group by contributing to the L'Oréal sustainable strategy by ifs weight, ifs
innovations, its strategic alignment and its geographical deployment.
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1.4. AN ORGANISATION THAT SERVES THE GROUP’S

DEVELOPMENT

The Group’s organisation responds to a dual challenge: pursuing the strategy which has enabled
L'Oréal fo be successful over the last 110 years and at the same time inventing the new L'Oréal of
the future, perfectly matched to an ever-changing world.

1.4.1. L'OREALS.A.

L'Oréal S.A. is a French company, with its head office in
France. It performs a sales activity that is specific to France. At
the same time, L'Oréal parent company has firstly a role of
holding company and strafegic coordination and secondly
that of scientific, industrial and marketing coordination of the
L'Oréal Group on a worldwide basis.

The subsidiaries operate the Group's business acfivities in the
country or region in which they are located. To do so, they
define the strategy specific to their market, make the most
suitable choices, and manufacture, directly or indirectly, and
market the products they decide to sell on their market.

Almost all of the subsidiaries are owned by L'Oréal S.A. which
has a holding or control percentage equal or close to 100% .,
The detailed list of these subsidiaries is set out in the notes to
the consolidated and parent company financial statements.

1.4.2. OPERATIONAL DIVISIONS

The Group’s business activities are organised into four
Operational Divisions. In its markets, each Operational Division
develops and enhances a range of its own brands of
consumer products (see paragraph 1.2.1 "Group Profile”).

Travel Retail is a fast-growing transversal channel that conveys
the Company’s image and is expanding in line with passenger
numbers. By establishing the multi-Division Travel Retail
department, the Group has put in place the means to develop
this segment using a global shopper strategy: a bespoke
approach tailored according fo language, culture and beauty
rituals, enabling the Group to respond to the aspirations of this
new generation of fravellers.

1.4.3. GEOGRAPHIC ZONE

The Group's international development has naturally meant
that L'Oréal has had to adapt its organisation to the need to
coordinate the establishment and development of its brands
on every confinent. Various geographical zones have been
created for this purpose, each with operational responsibility
for the subsidiaries based in the countries of its region (see
paragraph 1.2.1 "Group Profile”).

1.4.4. SUPPORT DEPARTMENTS

Several specialist corporate departments provide their
expertise and support to the Operational Divisions, fo
subsidiaries in their market and to the other business activities
(see paragraph 1.2.1 "Group Profile”).

(1) Furthermore, itis mentioned, pursuant to Article L. 232-1 of the French Commercial Code, that L'Oréal S.A. has branches.
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1.5. INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

The Group operates in a constantly changing environment
and like any company, L'Oréal is necessarily exposed to risks
which, if they were fo materialise, could have a negative
impact on its business activities, its financial situation and its
assets, particularly in ferms of reputation and image.

In order to ensure the sustainability of its development and the
achievement of its objectives, the Group strives to anticipate
and manage the risks to which it is exposed in its different
areas of activity.

L'Oréal’s risk management consists in identifying, assessing
and controlling risks that may affect the smooth running of the
Company. It also participates in the Group’s development by
promoting the good use of resources to minimise the impact of
negative evenfs and maximise the realisation of opportunities.

By contributing to preventing and managing the risks to which
the Group is exposed, the purpose of the Internal Control system
is to enable the Group's industrial and economic development
to take place in a steady and sustainable manner in a control
environment appropriate for the Group’s businesses.

In L'Oréal, Internal Control is a system that applies to the
Company and ifs consolidated subsidiaries and aims af
ensuring that:

PERMANENT CONTROL

¢ economic and financial targets are achieved in
compliance with the laws and regulations in force and the
Group's ethical principles and standards;

+ the orientations set by General Management are followed;
+ the Group's assefs and reputation are valued and protfected;

+ the Group's financial and accounting information is reliable
and provides true and fair statements.

The control environment, which is critical to the Internal Control
system, good risk management and the application of
procedures, is based on people, behaviour and the
organisational structure. In L'Oréal, it forms part of a culture of
rigour and commitment communicated by senior management
and in line with the Group's strategic choices.

Risk management and Internal Control is everyone’s business,
from all the employees to the governance bodies.

The Infernal Control system is the subject of ongoing
supervision in order to verify whether it is relevant and meets
the Group's objectives and addresses ifs issues.

See also chapter 2 "Risk factors and control environment” .

Level 2

Conducted by the Support Divisions
in their fields of competence.

Define cross-cutting policies/standards.
Support the divisions in implementing them.

Level 1

Conducted by each employee and their superiors
in the day-to-day implementation of their activities.
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*  This information forms an infegral part of the Annual Financial Report as provided in Arficle L. 451-1-2 of the French Monetary and Financial Code.
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2 Corporate Governance

FRAMEWORK FOR THE IMPLEMENTATION OF CORPORATE GOVERNANCE PRINCIPLES

This chapter describes the way in which the Board of Directors” work is prepared
and organised and includes a summary of the principles of organisation
guaranteeing a balance of powers.

It includes the complete text of the Internal Rules of the Board of Directors.

All components of the remuneration of the corporate officers are provided as
is the trading in L'Oréal shares reported by corporate officers in 2018, and the
remuneration policy pursuant to Article L. 225-37-2 of the French Commercial Code.

The Internal Control procedures and the Vigilance Plan implemented by the Company
are also described as well as the Risk Factors.

2.1.

FRAMEWORK FOR THE IMPLEMENTATION

OF CORPORATE GOVERNANCE PRINCIPLES

2.1.1. AFEP-MEDEF CODE:

THE REFERENCE CODE

The Corporafe Governance Code to which the Company
refers is the AFEP-MEDEF Code. This code may be consulted on
its website at the following address: http://www.medef.com/

In accordance with the provisions of Arficle L. 225-37,
paragraph 6 of the French Commercial Code, this chapter
includes a specific section of the Management Report on
corporate governance and reports on the following:

¢ the Board’s composition and the application of the
principle of balanced gender representation on the Board;

¢ the ways in which the Board’'s work is prepared and
organised;

+ the Code of Corporate Governance to which the Company
refers, the provisions which have not been applied and the
reasons for this non-application;

+ the principles and rules adopted by the Board of Directors
fo defermine the remuneration and benefits of all kinds
granted fo the Directors and corporate officers;
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+ the principles and criteria for the determination, allocation
and distribution of the fixed, variable and exceptional
components making up the total remuneration and
benefits of all kinds that may be granted to the corporate
officers, in respect of their office;

+ limitations placed by the Board of Directors on the powers
of the Chief Executive Officer.

The other information included in the particular section of the
Management Report dedicated to corporate governance is
published in chapter 6, specifically:

+ the table summarising the authorisations in force granted
by the Annual General Meeting (see section 6.2.2.);

+ the special rules for shareholder participation in the Annual
General Meeting or the provisions of the Articles of
Association providing for the rules (see section 6.1.11);

+ the elements with the potential to have an impact in the
event of a public offer for the purchase or exchange of the
Company’s securities (see section 6.3.).

In accordance with the recommendations of the AFEP-MEDEF
Code, this chapter identifies, in a summary table, those
provisions of the Code which were not applied and explains
the reasons for that choice. (see section 2.6)
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2.1.2. THE BALANCE OF POWERS ON THE BOARD

L'Oréal has a method of corporate governance that is suited
fo its specificities and is part of a constant quest for progress.

2.1.2.1. Method of performance of General
Management adapted
to the specificities of L'Oréal

After a period of five years (between 2006 and 2011)
during which the duties of Chairman of the Board of
Directors and those of Chief Executive Officer were
separated in order fo ensure a smooth transition between
Sir Lindsay Owen-Jones and Mr. Jean-Paul Agon, the Board
of Directors decided in 2011 fo reunify these dutfies and fo
appoint Mr. Jean-Paul Agon as Chairman and Chief
Executive Officer of L'Oréal.

On 17 April 2014 and again on 17 April 2018, the Annual
General Meeting renewed the term of office of
Mr. Jean-Paul Agon as Director. At the end of this latter
meeting, the Board of Directors decided to continue to
combine the duties of Chairman and Chief Executive Officer
and to entrust Mr. Jean-Paul Agon with such duties once
again, considering that this method of General
Management was the best suited to L'Oréal’s specific
needs.

This decision was made, following the recommendations
by the Appointments and Governance Committee, in the
best inferest of the Company and with the constant
concern that the mode of governance chosen will make it
possible fo opfimise the Group’s financial and economic
performances and to create the most favourable
conditions for its long-term development.

The Board of Directors indeed considers that the quality
and longstanding nature of this performance cannot be
dissociated from a clear vision of the Group’s future
prospects, directly shared with Board members. This vision
is that of a Chairman and Chief Executive Officer who, after
spending his entire career in the Group, has precise
operational knowledge of the commercial entities and the
business lines. The business sector in which L'Oréal
operates is one in which decisions have o be taken quickly
in a highly competitive infernational environment, and the

Harmonious composition of the Board of Directors

The balance of powers on the Board of Directors principally
rests on its coherent and harmonious composition and on
the qualities of its Directors.

Serving alongside the Chairman and Chief Execufive
Officer are three Directors (one of whom is Vice-Chairman
of the Board) from the Beftencourt Meyers family, two
Directors (one of whom is Vice-Chairman of the Board)
appointed by Nestlé, seven independent Directors, who are
in the majority on the Board (seven out of thirfeen Board
members, excluding the employee Directors), and two
Directors representing the employees.

All of them are strongly committed and vigilant.

The diversity and complementarity of the Directors’
experience and expertise (entrepreneurial, financial,
industrial, digital, etc.) enable them to quickly and
thoroughly understand the development issues facing the
L'Oréal Group, the leader in the highly competitive,
globalised cosmetics market in which the requirement fo
innovate and adapt is very high.

The balance between the Directors who have longstanding
knowledge and those who have been appointed more
recently makes it possible to combine new viewpoints with
consistency of decisions over the long-term.

The relationships organised between
the Board and the General Management

The General Management communicates completely
fransparently with all the Directors and keeps them
regularly informed of all aspects of the Company’s affairs
and ifs performances.

The Board has the means enabling it to handle with
complete freedom the questions that concern it, notably
when this involves determining the Company’s strategic
orientations, ensuring and monitoring their implementation
and overseeing the good management thereof. It has the
possibility to meet with the senior managers of L'Oréal at
the time of presentations or sessions dedicated to strategy.

beauty profession also requires strong, coherent The Board provides the General Management with
communication. invaluable support for strategic decision-making through its

reflections and the impetus it provides. The Chairman and
Inaddition, this method of implementing General Chief Executive Officer conducts the Board's work in order

Management duties is appropriate for L'Oréal’s particular
shareholder structure: stable, loyal shareholders with two
major shareholders highly committed to the Group’s
long-term development.

2.1.2.2. The balance of powers on the Board

The Board of Directors ensures that it is in a position to fully
perform ifs role so that the balance of powers is guaranteed.

fo obfain this adherence to sfrategy and fo ensure the
Company’s development with complete confidence and
peace of mind. It is naturally in the interest of all the
shareholders but also of all the stakeholders for the
Chairman and Chief Executive Officer o lead the debates
and encourage discussions on the Board of Directors. The
Board may meet at any time if required by current events. If
may also decide to organise meetings without the presence
of executive corporate officers (executive sessions).
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Furthermore, although the General Management is vested
with the broadest powers to act in all circumstances in the
name of the Company, fransactions for a significant
amount or which are outside the Company’'s normal
course of business are submitted to the Board of Directors.

Aftentive management of conflicts of interest

The Directors have to act in all circumstances in the interest
of the Company and of all its shareholders.

Every year, the Board of Directors evaluates the situation of
Directors with the aim of preventing conflicts of interest.

Each Director has the formal obligation to report potential
conflicts of interest which could concern him/her and, in
any event, must abstain from participating in  the
corresponding debates and deliberations.

Active, effective specialised Board Committees

The setting-up of Board Committees, their composition and
the enlargement of their responsibilities contribute fo the
good balance of powers and are a point to which the
Board of Directors pays particular aftention.

All of the Committees include independent Directors: 60%
for the Audit Committee and the Human Resources and
Remuneration Committee and 50% for the Appointments
and Governance Committee. The Chairman/Chairwoman
of each of these committees is independent. Only the
Strategy and Sustainable Development Committee is
chaired by the Chairman and Chief Executive Officer. He
does not serve on any other Committees.

The employees Directors are active on the Board
Committees. One is a member of the Human Resources
and Remuneration Committee and the other a member of
the Audit Committee.

These Committees are completely free to define their
respective agendas. They report on their work fo the Board
of Directors, prepare for its meetings and make proposals
o the Board.

Within the framework of the review of its activities at the end
of 2018, the Board once again highlighted the quality of

the work and recommendations of its committees which
helped it fo make well-informed decisions.

A regular evaluation of the organisation
and modus operandi of the Board

Within the framework of the annual evaluation of its modus
operandi, on the basis of the best corporate governance
practices, the Directors set themselves new objectives every
year for an improvement in the quality of their organisation.
They strive to adopt an optimal method of functioning and
ensure that they have all the necessary strengths to
perform their remits successfully, with complete freedom.

Thus in 2018, the Board of Directors confirmed that the
current mode of governance was well-balaonced and
effective. The decision-making processes are clear and the
balance of powers is properly ensured. As it prefers to have
a direct relationship with the Chairman and Chief Executive
Officer, it does not consider the appointment of a Lead
Director to be necessary.

Internal Rules that are regularly updated

In order to structure and organise its action, L'Oréal’s Board
of Directors has adopted Infernal Rules reaffirming the
guiding principles of its remit and the means at ifs disposal
to perform its remit.

The Internal Rules address both the formal aspects of the
Board’'s remits and the rights and obligations of the
Directors (knowledge of and compliance with regulations,
recommendations and obligations, respect of the
Company's interest, obligations of diligence and provision
of information, reserve and confidentiality, responsibility
with regard to stock market ethics, etfc.).

It is updated by the Board in order to take account of the
changes in the laws and regulations, good corporate
governance practices and ifs own modus operandi,
particularly within the scope of the annual evaluation of its
work. The latest updates to the Internal Rules were made
on 10 October 2018. They concern the general powers of
the Board of Directors and the remit of the Audit
Committee, further to the revision of the AFEP-MEDEF Code
in June 2018. The Internal Rules are published in full in this
chapter.

The composition of the Board of L'Oréal, the rules it applies to
its work, ifs modus operandi, and the work that it has carried
out in the year, evaluated on an annual basis by the Directors,
as well as the decisions made, are described in paragraphs
2.2 and 2.3 below.

The Board wishes to point out that it carries out its work above
all on a collective basis, in accordance with ethical principles
and in  complionce with regulations and  market
recommendations.
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2.2. COMPOSITION OF THE BOARD OF DIRECTORS

As of December 31, 2018

BOARD COMMITTEES

L]

Mr. Jean-Paul AGON

62 M  French 1 25/04/2006 2022 12 c

Ms. Francoise

BETTENCOURT MEYERS 65 W French 12/06/1997 2021 21 [

Mr. Jean-Pierre MEYERS

: h 70 M French 15/12/1987 2020 31 [} [} [
Vice-President
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and her family

Mr. Jean-Victor MEYERS 32 M Fench 13/02/2012 2020 6 ®

FRTDE

P M. Paul BULCKE ™~ 64 m Belgion 5 20042017 2021 1 @ o o
2% Vice-President and Swiss /04
o= —_—
% § Ms. Béatrice
= GUILLAUME-GRABISCH 54 W  French 20/04/2016 2020 2 ()
Ms. Sophie BELLON 57 W  Fench 1 & 22/04/2015 2019 3 ° G G
Mr. Patrice CAINE ¢ 49 M French 1 ® 17/042018 2022 <] °
Mr. Axel DUMAS 48 M French 1 ¢ 17/04/2018 2022 <1 °
3 2 Ms. Belén GARIJO 58 W Spanish 1 & 17/04/2014 2022 4 °
23
85
= Mr. Bernard KASRIEL 72 M Fench & 29/04/2004 2020 14 @
Ms. Virginie MORGON @49 W French 1 ®  26/04/2013 2021 5 c
Ms. Eileen NAUGHTON  (T=#¥ 41 W American & 20/04/2016 2020 2 °
=
PR
p=2°3 Ms. Ana Sofia AMARAL 53 W Porfuguese 15/07/2014 2022 4 °
g8
8g3§ French
@ Mr. Georges LIAROKAPIS 3 56 and Greek 15/07/2014 2022 4 °

# Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors. @ Committee Member C Committee Chairman/Chairwoman

*Number of offices (excluding L’Oréal) in listed companies, including foreign companies, in accordance with the provisions of point 18 of the AFEP-MEDEF Code
(i.e. with the exception of offices held in subsidiaries and investments, alone or in concert, by an executive officer of companies whose main activity

is fo acquire and manage such inferests).

** Paul Bulcke was a Director at L'Oréal from 2012 to June 2014 and has been again since 2017.

46%

Average age of the Independent Female Directors
Directors at 31.12.2018 Directors (excluding Directors
representing the employees)
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2.2.1
2.2.1.1

THE GUIDING PRINCIPLES

Composition of the Board of Directors

At 31 December 2018, the Board of Directors comprises 15
members:

¢ the Chairman and Chief Executive Officer, Mr Jean-Paul
Agon;

+ three Directors from the Bettencourt Meyers family, which
owns 33.14% of the share capital: Ms Francoise Bettencourt
Meyers, Mr Jean-Pierre Meyers (Vice-Chairman of the Board
of Directors) and Mr Jean-Victor Meyers;

+ fwo Directors from Nestlé, which owns 23.18% of the share
capital: Mr Paul Bulcke (Vice-Chairman of the Board of
Directors) and Ms Béatrice Guillaume-Grabisch;

* seven independent Directors: Ms Sophie Bellon, Ms Belén
Garijo, Ms Virginie Morgon, Ms Eileen Naughton, Mr Axel
Dumas, Mr Patrice Caine and Mr Bernard Kasriel. 54% of the
Directors are independent (7 out of 13 excluding the
Directors representing the employees);

+ two Directors representing the employees, Ms Ana Sofia
Amaral and Mr Georges Liarokapis.

An elected representative of the Central Works Council of
L'Oréal, Mr Thierry Magontier, also attends Board meetings, in
an advisory capacity.

The breakdown of L'Oréal’s share capital at 31 December 2018
is shown in chapter 6 of this Document.

2.2.1.2 Diversity policy applied to the Board
of Directors: experienced Directors

who complement one another

As it does every year, the Board considered the issue of the
desirable balance of its composition and that of its
Committees (representation of men and women, ages,
qualifications, and professional experience).

The Directors of L'Oréal come from different backgrounds. They
complement one another due to their different professional
experience, their skills and their nationalities.

The Board is atftentive to maintaining a balance between
Directors with historical knowledge of the Company and
Directors who have joined the Board more recently.

| SUMMARY OF THE BOARD OF DIRECTORS' DIVERSITY POLICY TABLE:

Means of implementation and outcomes achieved in 2018

Criteria Policy and objectives
Search for generational balance beyond
compliance with the Internal Rules:
Age and + no more than one-third of directors aged over 70,
sgniority + in principle, it is accepted that Directors must

of Directors

Gender
balance
Representation
of men

and women

Nationalities
International
profiles

Qualifications
and
professional
experience

resign from the Board before the General Meeting
following their 73rd birthday.
Other than the age of Directors, search for balanced
distribution in ferms of seniority on the Board.

Compliance with the Copé-Zimmermann law,
which provides for a minimum of 40% of directors
of the same gender on Boards.

Desire fo maintain gender balance of around 50%
on the Board.

Gender balance in the Committees.

Recruitment of international profiles:

+ search for directors of foreign nationality
or international culture,

+ and/or having infernational experience
in L'Oréal’s strategic markets

Search for complementarity in the experience
of Directors.

Definition of a base of skills and expertise shared
by all Directors (“common core”).

Skills related to L'Oréal’s strategy and development
objectives.

Directors are aged between 32 and 72, with an average age of 57.
The Board considers that its composition is balanced, with Directors with

long-standing knowledge of L'Oréal and Directors who have joined more recently.

The Board considers that the proportion of 46% of female Directors reached
since April 2016 represents balanced representation of men and women.

Three out of four Committees are chaired by women (Audit Committee,
Appointments and Governance Committee and Human Resources and
Remuneration Committee).

The Board has seven different nationalities (American, Belgian, French, Greek,
Portuguese, Spanish, Swiss).

The majority of Directors have international careers and responsibilities.
Six directors are based outside France.

The Appointments and Governance Committee has identified a set of skills
and expertise, validated by the Board.

(see below)
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| SUMMARY OF RESULTS OBTAINED DURING THE 2018 FINANCIAL YEAR

| BREAKDOWN BY AGE | SENIORITY IN OFFICE | BREAKDOWN OF MEN/WOMEN
13%
Over 70 years
YY1 27% 27w _ 46
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| QUALIFICATIONS AND PROFESSIONAL EXPERIENCE OF L'OREAL DIRECTORS

Skills base and shared expertise
All L'Oréal Directors provide the Board of Directors with:

*

Good judgement

Ethics

*

¢ Concern for the interests of the Company

*

Strategic vision

+ A sense of innovation and entrepreneurship
¢ Infernatfional experience

* Experience of the functioning of Governance bodies

Skills related to the strategy and development objectives of L'Oréal
L'Oréal’s Directors complement one another on account of their different professional experience and business undertakings. Their
individual skills and expertise cover the following fields related to L'Oréal’s strategy:

Knowledge of cosmetic industry and of L'Oréal | 8 Dircctors
General management experience in infernational companies | 10 Directors
Knowledge of consumers | ¢ Directors
Financial expertise |GG 10 Directors
Digital/New technologies/e-commerce/Retail | I 3 Directors
Industrial expertise/Research/Innovation | 7 Directors
HR, labour relations, sustainable development, societal commitment |GG 12 Directors

With their complementary expertise and freedom of judgment, the Directors collectively ensure that the measures adopted

contribute to the implementation of L'Oréal’s strategy.

2.2.1.3 Two Directors representing

the employees since July 2014

Two Directors representing the employees are members of the
Board of Directors and of two of its Commiftees. With the
particular looking glass related fo their wide knowledge of the
Company, they provide further insight that enriches the quality
of the Board’s debates and decisions and those of the
Committees of which they are members.

Ms Ana Sofia Amaral was appointed by the Insfance
Européenne de Dialogue Social/European Works Council
(IEDS/EWC). She holds the duties of Scientific and Technical
Affairs Director for L'Oréal Portugal.

Mr Georges Liarokapis was appointed by the CFE-CGC, the most
representative tfrade union in L'Oréal for France. He holds the
duties of Coordinator of Sustainability for L'Oréal Western Europe.

Both were appoinfed in 2014 and again in 2018 for a second
4-year term. They both resigned from their duties as employee
representatives before joining the Board of Directors in 2014.
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As soon as they fook up their office, they benefited from a
fraining programme provided by an external body
concerning, in particular, the role and functioning of the Board
of Directors, the rights and obligations of Directors and their
liability. Like any new Director, the Directors representing the
employees followed an induction course intended to perfect
their knowledge of the Company’s organisation and activities,
which involved in particular individual inferviews with the
Group’s main senior managers.

Ms Ana Sofia Amaral and Mr Georges Liarokapis have been
members of the Human Resources and Remuneration
Committee and the Audit Committee, respectively, since 2015.

They receive aftendance fees based on the same allocation
rules as other Directors. The components of their remuneration
as employees are not published.

2.2.1.4 Independent Directors

All the Directors of L’'Oréal have freedom
of judgment

The balance of powers on the Board is ensured through a very
precise definition and sharing of the tasks to be carried out by
everyone.

All the Directors receive information on an ongoing basis and
have suitable means for the performance of their duties. They
all have a duty of acting with due care and attention and
participate, in total independence, in the decisions and work
of the Board and, where applicable, its Committees.

They are all required to comply with the rules in force with
regard fo conflicts of interest.

The Directors who qualify as independent in light
of the criteria defined by the AFEP-MEDEF Code

A member of the Board is considered as independent when
he/she does not mainfain any relationship of any kind with the
Company, its Group or its management which could interfere
with his/her freedom of judgement.

With this in mind, the criteria which guide the Board in
determining whether a member can qualify as independent
are the following criteria specified by the AFEP-MEDEF Code:

¢ the member must not be an employee or executive officer
of the Company, employee or a corporate officer or
Director of a company that is consolidated by the
Company, an employee, corporate officer or Director of its
parent company or of a company consolidated by that
parent company and must not have held any of these
positions during the previous five years;

¢ the member must not be an executive officer of a company
in which the Company directly or indirectly holds the office
of Director or in which an employee designated as such or
an executive officer of the Company (either currenfly or
having performed such duties within the last five years)
holds an office as Director;

¢ the member must not be a customer, supplier, investment
banker, financial banker, or advisor who is important to the
Company or its Group, or for whom the Company or its
Group represents a significant proportion of business;

¢ the member must not have any close family links with a
corporate officer;

¢ the member must not have been the Company’s Statutory
Auditor over the five previous years;

¢ the member must not have been a Director of the
Company for more than twelve years.

At its meeting on 5 December 2018, the Board of Directors examined, on a case-by-case basis, the situation of each
of the members concerned in light of the independence criteria provided for in the AFEP-MEDEF Code.

No significant Not a

Not an employee or No cross- business  No family Statutory Not a Director for  Classification

executive officer  directorships relationships links Auditor ~ more than 12 years adopted

Ms Sophie Bellon Yes Yes Yes Yes Yes Yes Independent
Mr Patrice Caine Yes Yes Yes Yes Yes Yes Independent
Mr Axel Dumas Yes Yes Yes Yes Yes Yes Independent
Ms Belén Garijo Yes Yes Yes Yes Yes Yes Independent
Mr Bernard Kasriel Yes Yes Yes Yes Yes No @  Independent
Ms Virginie Morgon Yes Yes Yes Yes Yes Yes Independent
Ms Eileen Naughton Yes Yes Yes © Yes Yes Yes Independent

(1) Based on the work carried out by the Appointments and Governance Committee, the Board of Directors analysed on
5 December 2018, as it does every year, the financial flows that took place during the financial year between L'Oréal and
companies in which the Directors who qualify as independent also hold an office or perform duties.

As to the significance of the business relationship, and in keeping with AMF recommendations, the Board of Directors carried
out a quantitative and qualitative analysis, adopting a wide multi-criteria approach (duration and continuity, importance of
the business relationship for L'Oréal and the Director, and organisation of the relationship).
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Ms Eileen Naughton'’s situation was closely scrutinized.

Concerning the relatfions between L'Oréal and Google, of which Ms Eileen Naughton is a senior management executive,
following a review thereof, the Board considers that they are not significant, either in terms of fotal purchases by the L'Oréal
Group or in ferms of its fotal media purchases. Google is a significant digital provider for L'Oréal, without however having any
exclusive relationship. Moreover, Google's relationship with L'Oréal remains extremely marginal in Google’s sales. Furthermore,
in light of the Human Resources position she holds at Google, Ms Eileen Naughton does not have any decision-making power
with regard to the contracts that constitute the business relationship with L'Oréal. Finally, Ms Naughton has undertaken not to
take part in any discussion or decision that could concern the business relationships between either of the companies. The
business relations with Google are therefore unlikely to affect Ms Naughton's independence.

(2) Based on the work conducted by the Appointments and Governance Committee, the Board of Directors carefully
examined the situation of Mr Bernard Kasriel, whose term in office, which was renewed by 98.49% on 20 April 2016, has
exceeded 12 years. The Board of Directors fook into account the objectivity that this latter has always shown at the fime of the
debates and decisions of the Board, and his ability fo express his convictions from specific and different angles and provide a
balanced judgement under all circumstances during Board discussions, notably, with regard to General Management. He
has consistently shown, thanks to his experience as a senior management executive at the very highest level of a large
infernational group, a remarkable independent spirit, perspective, and freedom to speak, enabling him to simultaneously
challenge and support General Management in defining the Group's strategy.

These quallities, combined with a deep understanding of the Group, enable them to understand the challenges facing the
Company in order to make an effective contribution to the work of the Board in the sole interest of the Company and to
provide perspective on its decisions while ensuring the continuity of the Board's debates.

In light of these assessment elements, which were analysed with great care, the Board of Directors considered that the 12-year
criterion, defined by the AFEP-MEDEF Code, among five other criteria, was not sufficient in and of itself for Mr Bernard Kasriel fo
automatically lose his status as independent Director.

In summary, on 31 December 2018, 7 members of the Board of
Directors out of 13 (excluding the Directors representing the
employees) qualify as independent (i.e. 53.8% of the Board
of Directors):

+ Ms Sophie Bellon

* Mr Patrice Caine

¢ Mr Axel Dumas

+ Ms Belén Garijo

+ Mr Bernard Kasriel
+ Ms Virginie Morgon

+ Ms Eileen Naughton

2.2.1.5 Responsible Directors

Within the scope of the law and the rights and obligations of the
Directors as defined in the Internal Rules of the Board of Directors
of L'Oréal, and in accordance with the AFEP-MEDEF Code, the
Directors are subject to compliance with the rules in force with
regard to conflicts of interest and stock market ethics.

Handling of conflicts of interest

Concerning the potential conflicts between the duties of
Directors and their private inferests, which are to be reported
by virtue of European Regulation n° 809/2004, each Director
prepares a report each year about any potential conflicts of
interest between his or her duties to L'Oréal and his or her

private interests or other duties, specifically with regard fo his or
her other offices and functions. Based on these reports, the
Board has not identified any conflict of interests at the date of
their preparation.

Whatever the case, pursuant to the Internal Rules of the Board
of Directors of L'Oréal, "all Directors are obliged to nofify the
Board of any situation that may constitute a conflict of interest,
or potential conflict of inferest, and must refrain from
participating in the corresponding deliberation”.

Finally, the situation of the Directors in light of the independence
criteria set out in the AFEP-MEDEF Code is examined every year
by the Board of Directors and described in section 2.2.1.4.

The information pursuant to Annex | of European Regulation
No. 809/2004 set out hereafter contains additional details in
this respect.

Information relating to corporate officers pursuant
to Annex | of European regulation No. 809/2004

Family links existing between the corporate officers
(Article 14.1 of the Annex)

Ms Francoise Bettencourt Meyers is Mr Jean-Pierre Meyers’ wife
and the mother of Mr Jean-Victor Meyers.

Mr Jean-Pierre Meyers is the husband of Ms Francoise
Bettencourt Meyers and the father of Mr Jean-Victor Meyers.

Mr Jean-Victor Meyers is the son of Ms Francoise Bettencourt
Meyers and of Mr Jean-Pierre Meyers.
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Absence of any conviction or incrimination

on the part of the corporate officers

(Article 14.1 of the Annex)

To the Company’'s knowledge, over the last five years, the
corporate officers and Directors have not been convicted for
fraud, associated with a bankruptcy, receivership or liquidation,
or the subject of any official public incrimination or sanction
imposed by statutory or regulatory authorities (including
designated professional bodies) or a decision by a court
disqualifying them from acting as a member of an
administrative, management or supervisory body or from acting
in the management or conduct of the business of any issuer.

Potential conflicts of interest between the duties

of the corporate officers with regard to L'Oréal,

and their private interests and/or other duties
(Articles 14.2 and 18.3 of the Annex)

The method of organisation and modus operandi adopted by
the Board would allow it, where applicable, to prevent any
wrongful exercise of control by a shareholder, in particular due
fo the presence of seven independent Directors on the Board
of Directors.

Regarding any arrangement or agreement entered into with
the major shareholders, clients, suppliers, or others, under
which a Director was selected as a member of the Board of
Directors, an agreement between the Beftencourt Meyers
family and Nestlé S.A., which expired on 21 March 2018,
concerned the reciprocal voting commitment in favour of the
appointfment as Directors of three members proposed by the
Bettencourt Meyers family and two members proposed by
Nestlé (see also section 6.3.5 “Shareholders’ agreements
relating to shares in the Company’s share capital”).

The Company was informed of the participation, amounting to
100 shares, of its Chairman and Chief Executive Officer, Mr
Jean-Paul Agon, in the collective lock-up agreements signed
on 16 December 2016 by Téthys SAS and members of the
Bettencourt Meyers family group under the Dutreil law. The
Appointments and Governance Committee Meeting of
6 December 2016 examined this arrangement prior to
signature of the agreement and considered that it could not
be contested on the basis of the Company’s interests, nor
could it lead to consequences for the Company’s
governance, and informed the Bo