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JEA
CHAIRMAN AND CHIEF

Jean-Paul Agon, Chairman and Chief Executive Officer of
L’Oréal, interviewed by two Group employees, Jessica
Simmonds and Santiago Amaya. They discuss the highlights
of 2019 and the Group’s prospects for the future.

FEach year, the cosmetics
market is continuing to grow
steadily. In your view, which
key factors made the market
dynamic in 2019?

The cosmetics market was very dynamic in 2019, growing
between +5% and +5.5%M. It was driven firstly by the same
fundamental economic, demographic and sociological
frends seen over the last few years: globalisation, the rise

of the middle and upper income class, and the emergence
of new targets, including seniors and men... More recently,
growth has also been fuelled by other factors, and primarily
of course by the digital revolution. Because beauty has vast
potential in terms of engaging with people on the Internet.
Then there is e-commerce, extending the reach of the
beauty sector to far greater numbers of consumers all over
the world, well beyond the possibilities of traditional retailing.
Another factor is the huge appetite of younger generations
for beauty products, especially in the new markets. And last
but not least, the “premiumisation” of the market. More and
more consumers want to frade up to products offering both
higher performance and superior quality.

[’Oréal has once again
outperformed the market in 2019,
and it’s the case year after year.
How do you explain this?

We not only outperformed the market, but also posted our
best like-for-like sales growth for 12 years®! This reflects a
winning strategy that is clearly defined: concentrating our
resources and our efforts on the fastest-growing segments
of the market. And outperforming each one of those
segments.

L'Oréal Luxe, drawing on its iconic brands, significantly
outperformed the selective market. The Active Cosmetics
Division grew twice as fast as the dermocosmetics market,
thanks to the power of its business model based on brands
recommended by health professionals. In skincare, the
number one category in this market, our R&D, expertise
and star innovations enabled us to post growth two and

a half times higher than the market. The story is the same
in Asia Pacific, now our number one geographic Zone,

PROSPECTS

N-PAUL AGON
EXECUTIVE OFFICER OF L'OREAL

66

Exemplarity and
non-financial
performance are just
as important as financial

performance
””

JEAN-PAUL AGON
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with a spectacular growth rate. And finally our sales have
accelerated strongly in two channels that are booming.
In e-commerce, where our growth is twice as fast as the
market®. And in the Travel Retail channel, where we are
the long-established market leader.

In this new world of augmented
reality and beauty experiences
driven by digital, can you
explain how we use technology
to improve the experiences

of our consumers?

Today we can deliver quite remarkable services: make

a skin diagnosis based on a selfie, or use virtual reality

to try out a hair colour or makeup... These services, created
by our company ModiFace, provide a much richer
relafionship with the consumer. For a number of years

now, L'Oréal has been leading the field when it comes

to digital. We are experts in new marketing models, with
digital representing about half of our media spending.

And we are determined o keep on advancing. We have
decided to be the pioneers, the champions and the leaders
of Beauty Tech, which is clearly the future of the beauty
market. We have everything it takes to be successful.

We are the only company that can combine more than
100 years of beauty expertise and knowledge of our
consumers with cutting-edge digital excellence.

['Oréal is the undisputed leader
of the beauty market in terms
of performance. But we are

also proud that L'Oréal is just

as committed to corporate
social responsibility. What were
the major advances this year?
And how will we continue to act
in the face of our current climate
emergency?

For me also, this is my greatest source of pride. In today’s
world, financial performance is obviously important,

but exemplarity and non-financial performance in social,
societal, environmental and ethical responsibility are just

as important. Over the last ten years | have guided the
Group in this direction.

2019 was another year of outstanding achievements. The
vast majority of our new and renovated products have an
improved social or environmental profile. And our transition
to alow-carbon business model has made great progress.
We are continuing to demonstrate that it is possible to
uncouple impact and growth.
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Our efforts have been recognised by independent experts.
In the environmental field, L'Oréal is the only company in the
world to be awarded three A-ratings from CDP for the fourth
year running, for our efforts in combating climate change,
managing water sustainably and preventing deforestation.
In the field of ethics, L'Oréal is world number one in the
Covalence EthicalQuote reputation index. And we are
recognised by Equileap as one of the top global companies
in terms of gender equality.

But faced with the vast scale of climate issues, it is essential
to achieve much more. We will shortly be announcing the
next chapter of our “Sharing Beauty With All“® programme,
and sefting highly ambitious targets for 2030.

Could you share your vision

of L'Oréal’s future? How is the
group well-equipped to remain
the market leader going forward?

L'Oréal has been the market leader for more than 30 years.
And the goal shared by each one of us, every day, is to
strengthen this leadership. To do so, we can draw on our
very solid fundamentals. First of all, we boast the strongest
R&D force in the cosmetics industry. And we have always
been totally focused on quality, safety and sustainability.
This enables us to create major innovations that renew

and strengthen the most attractive brand portfolio in the
industry. Furthermore, we have put digital af the very heart
of our business model. We also have a unique organisational
approach: we are strategically centralised but operationally
decentralised. And this approach is backed up by L'Oréal’s
unique corporate culture. Alithough we are the market
leader, we are driven by the spirit of a challenger. Although
we are a major company, we are constantly becoming
more agile thanks to a startup mindset. And lastly, | am
convinced that we have the best teams in the industry,
which you are also part of. For all these reasons, | am
extremely confident and optimistic. | am fully convinced
that a tremendous new collective adventure lies ahead,
and a great success story.

(1) Source: L'Oréal estimate of the global cosmetics market in 2019 based
on manufacturers’ net prices. Excluding soaps, oral hygiene, razors and
blades. Excluding currency effects.

(@) Like-for-like: based on a comparable structure and identical exchange
rates.

(3) Sales achieved on our brands’ own websites + estimated sales achieved
by our brands corresponding fo sales through our retailers” e-commerce
websites (non-audited data).

(4) L'Oréal’s corporate social and environmental responsibility programme.
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PRESENTATION OF THE GROUP INTEGRATED REPORT
The L’Oréal Group: the fundamentals

The fourth 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 the L'Oréal Group, its strategic
orientations, its 2019 results and its relationships with its stakeholders, particularly in the context of
the Sharing Beauty With All > programme.

1.1. THE L’OREAL GROUP: THE FUNDAMENTALS

1.1.1. Our Sense of Purpose ("notre raison d'étre")

The desire for beauty has existed since the beginning of humanity,
It's a universal aspiration which crosses time, countries, and cultures.

Beauty is a powerful force that moves us.

We know that beauty is more than just looking good.Beauty gives us confidence in who we are, in who we want to be, and in
our relationships with others.

For over a century we have been dedicated to one sole vocation: creating beauty.
Remaining true fo the pioneering spirit of our founder, with the unwavering support of his family,
who always accompanied our development.

Our goal is to offer each and every person around the world the best of beauty
in terms of quality, efficacy, safety, sincerity and responsibility
to satisfy all beauty needs and desires in their infinite diversity.

Because beauty is a permanent quest,
we harness the power of our innovation to confinually enhance the performance of our products & services.
Because we value diversity,
we leverage each of our brands to celebrate all expressions of beauty.
Because we strive to be exemplary with a long-term vision,
we anchor our actions in our strong values and demanding ethical principles.

And because we are the global leader in beauty,
we are aware that everything we do can have a meaningful impact,
therefore:

We act to shape the future of beauty
by leveraging the best of science and technology, increasingly inspired by nature.
We act to drive social innovation
by offering the best working conditions, fraining, and social protection for our employees.
We act to build a business with inclusivity at its heart
by ensuring we are as diverse as the people we serve.
We act to nurture lasting partnerships with our clients and suppliers
based on mutual trust and collaboration.
We act to create value for all our shareholders,
by sustaining a robust business model.
We act to champion the cause of women and to strengthen the communities with which we engage.
We act to protect the beauty of the planet,
by fighting climate change, respecting biodiversity and preserving natural resources.

At L'Oréal, we share a common purpose to

Create the beauty that moves the world.

(1) See Section 1.3.2. “Corporate Social Responsibility (CSR): shared, lasting growth”.

6
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1.1.2. A clear mission and strategy

A vision: cosmetics are rich in meaning. They allow each
person to boost their self-confidence, express their personality
and open up to others.

The mission that L'Oréal has set itself, and which inspires its
teams, is fo offer women and men around the world the best
in cosmetics in terms of quality, effectiveness, safety, sincerity
and responsibility in order to meet all their needs and all their
beauty wishes in their infinite diversity.

L'Oréall's strategy is Universalisation, meaning globalisation with
a detfailed understanding and respect for differences.
The goal is to offer beauty by responding to the specific
aspirations of consumers in every region of the world. In
confrast to standardisation, it is based on careful attention to
consumers and a deep respect for their differences.

1.1.3. Stable governance
The Group’s governance, the guarantee of stability in a

changing world, makes it possible to work towards long-term
objectives and fo ensure regular growth.

Loyal shareholders, stable capital
structure

| THE SHAREHOLDERS AT 31 DECEMBER 2019

Individual Emol ®
shareholders mployees
473% 1.46%
French
institutional
investors
7.67%
Ms. Francoise
Bettencourt Meyers
and her family
33.27%
International =
institutional
investors
29.60%
—
Nestlé S.A.

23.27%

At 31 December 2019, the Company held none of its own shares.

(1) Consisting of Ms Francoise 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
performance shares granted in accordance with Article L. 225-197-1 of the French
Commercial Code. Including 0.83% as part of the L'Oréal Employee Savings Plan
and employee investment fund as defined by Arficle L. 225-102 of the French
Commercial Code.

PRESENTATION OF THE GROUP INTEGRATED REPORT
The L’Oréal Group: the fundamentals

A balanced and committed Board of
Directors, which fully plays its role of
reflection and strategic impetus

The Board of Directors defines the strategic orientations of
L'Oréal and monitors its implementation, in accordance with
its corporate interest, taking the social and environmental
challenges of its business activity info consideration. It oversees
the management of both the financial and extra-financial
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 specific nature of its shareholding structure while
guaranteeing the interests of all its stakeholders.

At 31 December 2019, the Board of Directors comprised
15 members:

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

e three Directors (one of whom is the Board’s Vice-Chairman)
from the Bettencourt Meyers family, which owns 33.27% of
the share capital - Ms Francoise Bettencourt Meyers,
Mr Jean-Pierre Meyers and Mr Jean-Victor Meyers;

e two Directors (one of whom is the Board’s Vice-Chairman)
from Nestlé, which owns 23.27% of the share capital -
Mr Paul Bulcke and Ms Béatrice Guillaume-Grabisch;

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

e fwo Directors representing the
Ms Ana Sofia Amaral and Mr Georges Liarokapis.

employees:

The Board takes 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 of Directors (see section 2.2.1.2.
“Diversity Policy applied to the Board: experienced Directors
who complement one another”) means that the Board
understands rapidly and in detail the development challenges
facing L'Oréal, the leader in a highly competitive globalised
cosmetics market, in a rapidly changing world.

L'Oréal is attentive to compliance with the principle of
balanced gender representation on the Board: 54% of its
members are women (excluding Directors representing
employees), and 3 Board Committees out of 4 are chaired by
women.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 7
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The L’Oréal Group: the fundamentals

Ethics, at the heart of the Group's 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”.

These principles underpin the Group’s culfure and business
model and our compliance, responsible innovation,
environment, corporate social responsibility and philanthropy
policies. L'Oréal’s Code of Ethics is available in 45 languages. It
is distributed to all employees. 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.

8 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT
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| COMPOSITION OF THE BOARD AT 31 DECEMBER 2019
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***Excluding Directors representing the employees.
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| ACTIVITIES OF THE BOARD AND ITS COMMITTEES IN 2019

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.

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

Wishing to continually enhance its role to reflect on issues and
drive strategic decision-making, in 2019, the Board carried out
an evaluation of its modus operandi and organisation, as it has
done every year since 1996 (see section 2.3.4. "Board of
Directors Self-assessment”).

BOARD OF DIRECTORS

7 meetings in 2019 and Strategic Seminar “Beauty in 2030” organised in June
96% attendance rate

MAIN WORK IN 2019

e Corporate governance: changes in the composition of the Board and Committees, draft resolutions on the renewal of terms of office and
nominations; information on the expectations of investors and proxy advisors; implementation of the procedure for assessing free agreements;

assessment of the Board’s functioning;

e Remuneration policy for corporate executive officers and Human Resources: definition of the remuneration policy and the amounts due or
awarded to Mr Jean-Paul Agon; Group employee remuneration policy; review of the diversity and gender parity policy; report on the first

worldwide shareholding plan ;

e Business activity and results: systematic review of sales by business segment by zone and by brand; analysis of market share and competition;

analysis of the development of e-commerce;

e Strategy and Sustainable Development: development challenges (by zone and by business segment); monitoring of the results of the digital
fransformation and sharing of the L'Oréal Beauty Tech project; change in consumer expectations; monitoring of the objectives for sustainable
development and description of new commitments, “Science Based Targets”; acquisitions and licences (projects and monitoring of business

plans); Human Resources policy;
e Ethics: description of the Ethics policy; training seminar for Directors;
e Strategic Seminar in June 2019: "Beauty in 2030”.

STRATEGY AND SUSTAINABLE
DEVELOPMENT COMMITTEE

6 meetings
100% aftendance rate

AUDIT
COMMITTEE

4 meetings
95% attendance rate

APPOINTMENTS AND
GOVERNANCE COMMITTEE

6 meefings
100% aftendance rate

HUMAN RESOURCES AND
REMUNERATION COMMITTEE

5 meetings
93% aftendance rate

MAIN ACTIVITIES IN 2019

MAIN ACTIVITIES IN 2019

MAIN ACTIVITIES IN 2019

MAIN ACTIVITIES IN 2019

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

Analysis of the
performance

of the latest product
launches

e Review of the Group’s
strategic development
prospects

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

Update on the
development of the
business activity of the
BOLD fund (Business
Opportunities for L'Oréal
Development)

Review of the accounts and
financial position

e Risk review and monitoring
e Review of risk mapping
e 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 changes in
the Vigilance Plan and risk
factors (URD)

Review of the IFRS 16
standard

European GDPR (General
Data Protection Regulation)
regulation: monitoring of the
compliance process

Cyber security: assessment
of the measures deployed
Review of the management
of currency risk

Reflection on the composition
of the Board and ifs
committees

Diversity policy applied to the
Board of Directors: objectives
and 2019 results

Review of the succession plans

Review of the independence
of Directors

Organisation and annual
evaluation of the modus
operandi of the Board

Topical issues with regard to
Governance (PACTE Law,
Reports by the AMF and the
Haut Comité de
Gouvernement d’Entreprise,
efc.)

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

Review and implementation of
the procedure for regular
evaluation of current
agreements concluded under
normal terms

Amendment to the Internal
Rules of the Board of Directors

Analysis of the voting policies of the main
investors and proxy advisors on
remuneration issues

Analysis of the performance of the
Chairman and Chief Executive Officer
in 2018

Recommendations concerning the 2019
remuneration policy

Proposals concerning the bonus structure
and objectives for the Chairman and
Chief Executive Officer for 2019

Preparation of the Say On Pay resolutions
(ex ante and ex posf)

Benefit pension scheme: Ordinance of
July 2019 and consequences for L'Oréal
and review of the level of achievement
of the performance conditions for the
executive officer.

Long Term Incentive policy (delivery of
the 2015 Plan, preparation of the draft
resolution, 2019 Plan, proposed award of
performance shares o the Chairman
and Chief Executive Officer)

e Diversity: policy developed and results

obtained

Distribution of remuneration of Directors
(formerly known as attendance fees)

e Review of the Group’s employee

remuneration policy
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Composition of the Executive Committee

The Executive Committee 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 Operatfional Divisions, the Corporate Functional department and the geographic zones, reflecting the

complementarity of the Group’s expertise.

FIRST NAME/LAST NAME

POSITION

Jean-Paul AGON

Chairman and Chief Executive Officer

Nicolas HIERONIMUS

Deputy Chief Executive Officer, in charge of Divisions

Laurent ATTAL

Executive Vice-President
Research and Innovation

@ Christophe BABULE
‘ -

Executive Vice-President
Chief Financial Officer

Vincent BOINAY

Managing Director

( Tv’ Travel Retail
Cyril CHAPUY President
L'Oréal Luxe
Vianney DERVILLE Executive Vice-President

Western Europe Zone

Lucia DUMAS BEZIAN

Executive Vice-President
Communication and Public Affairs

Barbara LAVERNOS

Executive Vice-President
Chief Technology and Operations Officer

Jean-Claude LE GRAND

Executive Vice-President
Human Relations

Brigitte LIBERMAN

President
Active Cosmetics

Fabrice MEGARBANE

President
L’Oréal China

Alexandre PALT

Executive Vice President,
Chief Corporate Sustainability Officer and L'Oréal Foundation

Alexis PERAKIS-VALAT

President
Consumer Products

Alexandre POPOFF

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

Stéphane RINDERKNECH

President
North America

Lubomira ROCHET Executive Vice-President
4 Chief Digital Officer
i\ Nathalie ROOS President
qg== Professional Products
=4
Frédéric ROZE Executive Vice-President

Americas Zone

Jochen ZAUMSEIL

>0k

Executive Vice-President
Asia Pacific Zone
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PRESENTATION OF THE GROUP INTEGRATED REPORT
Business model: a sustainable development model serving a clear mission

1.2. BUSINESS MODEL: A SUSTAINABLE DEVELOPMENT MODEL
SERVING A CLEAR MISSION

VISION MISSION
Created in 1909, Cosmetics Beauty for all
are rich in meaning The mission that L'Oréal has set for
O They allow each person to boost itself, which inspires its feams, is o
. their self-confidence, express their offer women and men around the
personality and open up to others. world the best in cosmetics in terms

of quality, responsibility, efficacy,

ln beaUty’ honesty and safety, in order fo meet

its sole business all their needs and all their beauty
wishes in their infinite diversity.

RESOURCES A SUSTAINABLE COMMITMENT

Human capltal By end-2020, 100% of the Group’s By end-2020, the Group will
* 87,974 employees progiuc’rs will have an improyed have r'educed its environmental
« 47% of key positions environmental or social profile footprint by 60%
heldbywomen | R S
Research and innovation
: e :
* 497 patents filed in 2019 Innovating Producing
* €985 million: Research sustainably sustainably
& Innovation budget
* 21 cosmetics research centres,
13 evaluation centres SHARH\TG
and 4.100 employees BEAUTY
around the world WITH ALL
Brands
Living Developing
* 36 diverse and complementary sustainably sustainably
brands : - :
* Supported by strong media :
investments
e 3 bigges_’r globgl advertiser By end-2020, With employees
across allindustries the Group will By end-2020, all employees will have access
offer consumers to healthcare coverage, social protection
@ Purchasqs of goods i sl 5 and fraining
and services make sustainable With suppliers
* €4.68 billion in production-related consumption choices g, 02020, 100% of strategic suppliers
purchasing will be participating in our supplier
* 48% of the newly registered Sustainable Development programme
raw materials are renewable With communities
* 34% of the newly registered raw By end-2020, the Group will enable
materials respect green chemistry more than 100,000 people from
principles socially or underprivileged communities

to access work

™ Production
=

* 39 plants located around . q
P Science-Based Targets Commitment

the world
* 95% of plants ISO 9001-certified e

(Quallity management) By 2025, 100% of the Group's plastic packaging will be refillable,
« 100% ISO 22716-certified reusable, recyclable or compostable

L'Oréal is committed fo reducing greenhouse gas emissions on its

(Manufacturing Best Practices :
Scopes 1, 2 and 3 by 25% in absolute value by 2030

for the cosmetics industry)
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PRESENTATION OF THE GROUP INTEGRATED REPORT
Business model: a sustainable development model serving a clear mission

STRATEGY ETHICAL PRINCIPLES
Universalisation

Universalisation means globalisation Unlike standardisation, REEPECT

with a finely tuned understanding of it is based on attentive listening Transparency
differences and respect for them. to consumers and a deep .

Our goal is to offer beauty that meets respect for their differences. I n J[ e g 1’ 1 ty —

the specific aspirations of consumers

in all parts of the world. COURAGE

STAKEHOLDERS BUSINESS ACTIVITY

% Employees CONSOLIDATED SALES 2019:
« 1t prize for gender equality in the workplace €29.87 BILLION

(Equileap Europe)

* 94% of the Group’s permanent employees have access Presence in 150 countries
to healthcare coverage reflecting the best practices in Diverse range of distribution channels:
their country of residence hair salons, mass-market retail,

* 91% of the Group’s permanent employees have access perfumeries, department stores,
to financial protection in the event of a life-changing pharmacies, drugstores, medispas,
accident, including death or permanent disability branded retail, Travel Retail,

e-commerce
@ Consumers
CONSOLIDATED SALES
* 85 % of new or renovated products have an (€ millions)

improved environmental or social profile .
by operational

division

Shareholders

* Dividends paid in 2019: €2.2 billion Professional L oréal

* Market capitalisation of €147.3 billion as at 12/31/2019 Products Luxe

. 3,441.9 11,019.8
* Shareholder return over 10 years: +15.08% per year Consumer Active
Products Cosmetics

Service providers and suppliers 127482 20637
of Goods and Services

* 96% of strategic suppliers have completed

a self-assessment of their sustainable development by geographic
policy with L'Oréall’s support zone
* 17% of strategic suppliers are involved Asia-Pacific Eastern
in the Solidarity Sourcing programme 9,658.0 Eu;gge_[
e Western Latin
The State and local authorities Europe America
8,277.1 1,773.1
* Group tax charge and taxes in 2019: €2.1 billion North Africa,
America Middle East
. 7,567.0 688.7
Communities
* 90,635 people from underprivileged communities by business segment
gained access to employment
Skincare Hair
(A Ecosystem and environment 10453 Soga
» Achievement of the “zero waste to landfill” target [\I/'ggi‘up ;“3,9,;?”06
for all plants and distribution centres ’ '
* 78% reduction in CO, emissions and 51% reduction Haircare Others
in water consumption (plants and distribution centres) 4,461 1,303
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Business model: a sustainable development model serving a clear mission

1.2.1. L’Oréal Group Profile

L'Oréal is the world leader in beauty - its sole business,
expertise and passion for more than 110 years. The Group
is split into Divisions, each of which has a specific vision of
beauty, by consumer universe and distribution channels.
This strategy is backed by a portfolio of 36 diverse and
complementary brands.

SUPPORT FUNCTIONS

CORPORATE RESEARCH
AND INNOVATION

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

CORPORATE DIGITAL

The Digital Department seeks to
accelerate the Group’s digital
fransformation by helping the
orands to create enriched spaces
for expression and helping the

tfeams fo build more intferactive,
personalised and closer
relationships with consumers, while
faking advantage of the business
development opportunities

offe ed by Digital as a distribution
channel.

CORPORATE OPERATIONS

The Operations Department
contfributes to the Group’s growth,
from the design of packaging,
sourcing, production and
information systems through

o the distribution of the Group’s

Professional
Products

O erthe expertise of professional beauty
based on more than 110 years of knowledge
and support for the world of hairdressing.

CONTRIBUTION TO PERFORMANCE

Sales
€3,441.9 million

11.5% of Group sales

Operating margin as a %
of sales
20.1%

- A portfolio of unique brands.

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

LQREAL  REDKEN
KERASTASE

* PUREOLOGY

serious colour care

Consumer
Products

Democratise access to the best
that the world of beauty hasto o er.

CONTRIBUTION TO PERFORMANCE

Sales
€12,748.2 million

42,7% of Group sales
Operating margin as a %
of sales
20.2%

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

- Leverage digital resources across each market as a
major growth driver with e-commerce, and as a fool
for optimising the Division’s marketing models.

UOPQQAL EARNICR
MAYBELLINE Ny
essie

Niely

=ENER=

STYLENANDA
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PRESENTATION OF THE GROUP INTEGRATED REPORT

Business model: a sustainable development model serving a clear mission

CORPORATE ENVIRONMENTAL
AND SOCIAL RESPONSIBILITY

The Corporate Environmental Social
Responsibility Department is in charge

of the Group'’s Sustainable Development
policy through its Sharing Beauty With Al
programme, sponsorship actions and
citizen engagement projects undertaken
by the Group and the L'Oréal Corporate

CORPORATE ADMINISTRATION AND FINANCE

The Administration and Finance Department
is responsible for the Group’s financia

policy, management and consolidation,
acquisitions, legal and tax coordination,
financial eporting,shareholder and investor
relations, and strategic planning.

CORPORATE COMMUNICATION

products thanks tfo an integrated value
chain aimed at guaranteeing consumers
around the world compliance with strict
quality, security and safety standards,
tfogether with societal and environmental
responsibility.

CORPORATE HUMAN RELATIONS

The Human Relations Department is in

charge of recruitment, training and talent AND PUBLIC AFFAIRS Foundation.
development policies and of coordinating The Corporate Communications and
social policy. Public Affairs Department is esponsible
for coordinating corporate and brand
communications.
L’Oréal Active
Luxe Cosmetics

Create exceptional experiences and products for
the most demanding consumers
in selective distribution.

CONTRIBUTION TO PERFORMANCE
Sales €11,019.8 million
36.9% of Group sales

Operating margin as a % of sales
22.6%

- Create a unique portfolio of prestigious brands:

iconic generalist brands, high-end aspiration brands,

and alternative or specialised brands.

- Use digital technology to provide local markets
with:
* an exceptional experience
with inspiring content,
* a valued personalised relationship,
* the rollout of e-commerce that encapsulates
the value added of each brand.

Help everyone in their quest for healthy
and beautiful skin.

CONTRIBUTION TO PERFORMANCE

Sales
€2,663.7 million

8.9% of Group sales

Operating margin as a % of sales
23.3%

- Keep pace with major trends in skincare
and the recommendations of healthcare
professionals with a portfolio of highly complementary
brands.

- Develop or reinvent, in its markets, dermocosmetics
in all distribution channels, including pharmacies,
drugstores, cosmetic clinics, branded retail and
e-commerce sites.

- Launch new products and services on the
recommendation and advice of health and beauty
opinion leaders and influencers, i
retail outlets and on digital platforms.

LANCOME WESSANTAURENT
GIORGIO ARMAN Tehts e
BIOTHERM RALPH LAUREN shu uemura LAB%E@;%%@Y VICHY
clangome  wkommor  DIESEL @sxixceunicas  DECLEOR

cacharel

ER

o
‘ 1 COSMETICS

VALENTINO

ESSENTIAL OILS SKINCARE
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Business model: a sustainable development model serving a clear mission

1.2.2. The Group in key figures

150

countries

International
presence

111

years
Created in 1909

Nol

in beauty

P N
87,974

employees

Top 5
Gender Equality
(Equileap worldwide)

90,635

people from underprivileged
communities gained access
to employment.

¢
€147.3 billion

Market capitalisation
asof 12.31.2019

€985 million

Research and Innovation
budget

497

patents

85%
of new or updated

products have an improved
social profile

57%
of brands conducted
a consumer awareness initiative

-78%*
CO, emission
(plants and distribution centres)

-35%*
Reduction in waste
(plants and distribution centres)

-51%*
water consumption
(plants and distribution centres)

* Versus 2005, see chapter 4.
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Business model: a sustainable development model serving a clear mission

Net profit attributable to owners

Consolidated Operating of the company excluding
sales profit non-recurring items""
(€ million) (€ million) (€ million)
29,874 5548 4,357
, 3,988
26,023 26,937 2022 3,749
4,676 ’
18% 18.3% 18.6%
2017 2018 2019 2017 2018 2019 2017 2018 2019

© Operating margin as a % of sales.

BREAKDOWN OF SALES 2019

By operational By geographic
division zone By currency
Professional L'Oréal Luxe Western New Euro Other currencies
Products 36.9% Europe Markets 47.0% 21.7% 36.7%
11.5% 27.7% Of which: Dollar Of which:
Consumer Active North Asia-Pacific 32.3% 23.5% Mexican peso 1.5%
Products Cosmetics A(r)nerico Eastern Europe 6.4% Chinese | Japanese yen 1.8%
o o
42.7% 8.9% 25.3% Afiica, yuan Russian rouble 2.5%
Middle East 2.3% 13.8% Canadian dollar 2.3%
Lafin America 6.0% ;Zﬁ;% Brazilian real 2.2%
4.3% Other 26.4%
Change in the L’Oréal share price Steady increase in dividend
compared to the CAC 40 index per share
(from 1 January 2010 to 28 February 2020) ®
— L'Oréal —_ CAC40 rebased on L'Oréal
280 9
+209.0% ®
€241.00
240
200
160

+34.9%
5,309.90
120

80

3,936.33

40 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

1.00
118

1.38

1.44

1.50

1.80
2.00
230
2550
2.70
3.10
330
3.55

201 [, <25

2005
2006
2009

2007
2008
2010
2011

2012
2013
2014
2015

2016

2017
2018

(1) Non-recurring items mainly include capital gains and losses on disposals of long-ferm assets, impairment of assefs, restructuring costs

and clearly identified non-recurring income and expense items that are material to the consolidated financial statements. See note 11.4
to the consolidated financial statements

(2) Proposed dividend at the Annual General Meeting of 21 April 2020.
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Business model: a sustainable development model serving a clear mission

| NET DEBT
31.12.2017  31.12.2018 [} PAvI) LY

Net cash position = Net +1,872.2 2,751 2,399.3@
cash or net debt
(€ millions)
Net gearing N/A N/A N/A
(Net financial position/
Equity)

(1) Net cash (+) or net debt (-) = cash and cash equivalents - current and non-
current debt.
(@) Including lease debt IFRS 16 for € 2,035.9 million.

| A SOLID BALANCE SHEET (€ MILLION)

ASSETS
38,457.5 43,809.8
35,339.1
Total assets and liabilities
Non-current assets 24,320.1 25,991.2 29,893.3
Current assets 11,019.0 12,466.3 13,916.5

Including cash
and cash equivalent  3,046.6 / 3,992.0 5,286.0

2017 2018 2019

| SHORT-TERM RATINGS

Al + Standard & Poor’s SEPTEMBER 2019

PRIME 1 Moody's SEPTEMBER 2019

F1 + Fitch Ratings MARCH 2019
38,457.5 43,809.8

35,339.1

Total assets and liabilities

24,818.5 26,933.6 29,426.0  Shareholders' equity

1,333.8 1,398.7 1,877.7  Non-current liabilities

1,174.4 1,241.3 2,886.7 Debts (current and

non-current)

8,012.4 8,883.8 9,619.4 Current liabilities
2017 2018 2019

1.2.3. Meeting the global demand for beauty

With €29.9 billion in net sales and 87,974 employees in 2019,
L'Oréal is the world leader in beauty.

Building on a long-term vision, with a moftivating mission and a
clear strategy, L'Oréal continues its development by relying on
its fundamental assets and fransforming itself to respond to
the new aspirations of consumers, employees and the
company.

In the new world of Beauty, the Group is, now more than ever,
in a position to seize all opportunities, strengthen its leadership
and ensure fomorrow’s success.

Focus on a single, unique business: beauty

Since it was founded, L'Oréal has always focused on a single
business: beauty.

Cosmetics are rich in meaning. They allow each person to
boost their self-confidence, express their personality and open
up to others.

In this business based on a detailed knowledge of the beauty
cultures, needs and desires of consumers around the world,
the Group’s experience and unique expertise represent a
major competitive advantage.

By focusing its energy on a single and unique business, along
with an obsession for seizing what is new and fresh, L'Oréal is
able to identify new consumer trends very quickly.

An exhilarating mission: beauty for all

The mission that L'Oréal has set itself, and which inspires its
teams, is to offer women and men around the world the best
in cosmetics in terms of quality, effectiveness, safety, sincerity
and responsibility in order to meet all their needs and all their
beauty wishes in their infinite diversity.

L'Oréal has set a goal to attract one billion new consumers in
the coming years. The New Markets represent a particularly
important source of growth, carried by the emergence of a
growing middle class that wants access to quality products.
Although L'Oréal is already No. 1 in this area, the potential
here is stil enormous, since the Group’s market share of
around 10% is still limited.
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A unique development strategy:
universalisation

L'Oréal relies on a single strategy - Universalisation - meaning
globalisation with a detailed understanding and respect for
differences.

The goal is to offer beauty by responding to the specific
aspirations of consumers in every region of the world. In
contrast to standardisation, it is based on careful attention to
consumers and a deep respect for their differences.

The diversity and complementary nature of the Group’s
presence in all geographic areas, categories, price levels, and
circuits are what generates ifs strength. This allows the Group
to better detect consumer frends, benefit from growing
segments, and offset disparities in growth in an increasingly
volatile world.

The Group has a well-balanced geographical footprint across
most of the world’s major markets. The Asia Pacific region
became the Group’s top zone in 2019. Moreover, the
convergence of profitability among the Divisions is a real asset
for lasting growth.

(1) Source: 2018 AdAge ranking published in December 2019.

PRESENTATION OF THE GROUP INTEGRATED REPORT

Business model: a sustainable development model serving a clear mission

Digital technologies are accelerating
marketing and sales models

The beauty sector is among those that have most benefited
from the new digital era. L'Oréal is the third world advertiser -
across all industries . Thus, the digital revolution touches the
Group’s marketing approach, 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 points of contact 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 interactions 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 US and
accelerating regions such as India, South-East Asia and Eastern
European countries. E-commerce® accounted for 15.6% of
the Group's net sales in 2019, up 52.4%, almost twice the global
growth of e-commerce in the beauty sector. The perfor-
mance is particularly remarkable in China, with a large
share of the Consumer Products Division’s sales genera-
ted via e-commerce, and also at L'Oréal Luxe in the US,
where e-commerce also represents a high percentage of total
sales.

(2) Earned media refers to the exposure gained by a brand on Internet via social networks, blogs, efc. Owned media concerns the exposure on media owned by a

brand. Paid media is the advertising exposure purchased by a brand.

(3) Sales achieved on our brands’ own websites + estimated sales made by our brands corresponding to sales through our retailers” websites (non-audited data);, like-for-like

growth.
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Business model: a sustainable development model serving a clear mission

| HISTORY: THE IMPORTANT DATES IN THE GROUP’S DEVELOPMENT

v

Prada (licence).

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

Equileap award. 4

v

Acquisition of CeraVe.
Disposal of The Body Shop.

Acquisition of IT Cosmetics. 4

v

Acquisition of Niely Cosméticos.

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

v

The Sharing Beauty With All programme unveiled.

Acquisition of Urban Decay in the United States. 4

v

Acquisition of Clarisonic in the United Statfes.

Acquisition of Essie Cosmetics in the United States. 4

v

L'Oréal is celebrating its 100th anniversary and is setting a goal of
winning one billion new consumers.

Acquisition of YSL Beauté. 4

v

Creation of L'Oréal Corporate Foundation.

Acquisition of The Body Shop. 4

v

Takeover of the Gesparal holding company.

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

v

Acquisition of Matrix and Kiehl’s Since 1851 in the United States.

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

v

Acquisition of Maybelline in the United States.

Acquisition of American agents Cosmair. 4

v

Acquisition of Redken 5™ Avenue in the United Stafes.

Acquisition of La Roche-Posay. ¢

v

Creation of Laboratoires dermatologiques Galderma.

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

v

Acquisition of Gemey, a point of entry info the consumer make-up market.

Acquisition of Biotherm. 4

v

Acquisition of Laboratoires Garnier.

Acquisition of Lancoéme. 4

v

L'Oréal enters the Paris stock market.

Launch of Elnett hair lacquer. 4

v

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

Ambre Solaire, the first sun p otection oil with a filt ation system. 4

v

limedia, the first quick oxidation hair colou .

Creation of La Société Francaise de Teintures Inoffensive <
pour Cheveux by Eugene Schueller.
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1.2.4. The beauty market — a 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 1999 TO 2019

5.5% 5.0%
5.3% to 5.5%

4.9% 4.9% 50% 4.9%
4.6% 46% 4.6%

4.3% 4.2%

4.0% 4.0%
° 3.8% 3.8% 3.9% °
3.6%

3.4%
2.9%

1.0%

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

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 global cosmetics market is worth over €220 billion @, It is a particularly robust market which
is sfeadily expanding while proving very resilient during difficult economic times. The cosmetics consumer always looks for quality
and novelty value, and puts a premium on leading-edge technology, trends and new ideas.

I GLOBAL COSMETICS MARKET IN 2019 @

[ BY GEOGRAPHIC ZONE | BY PRODUCT CATEGORY
—mmm  Asia-Pacific 41% —m=== — Skincare 40%
————— North America 24% ———— Haircare 21%
—=— Western Europe 18% —=— Make-up 18%
—s== | afin America (excl. Argentina) 8% —s== Fragrance 11%
—g==— Eastern Europe 6% —=== Hygiene products 10%
—mmm— Africa, Middle East 3%

In 2019, growth in the beauty market was between +5% and Asia Pacific and a slight recovery in Western Europe. However,
+5.5%. the growth of the mass market was disadvantaged by a
slowdown in the United Stafes and limited progress in Japan

We saw confrasting growth patterns by region and by .
distribution universe. and Russia.
Dermocosmetics continued to grow at a steady pace, driven
by Asia Pacific and the Americas. Growth in the Professional

market remained limited.

Growth was again robust for skincare in 2019, particularly in the
selective market. This cafegory remains the leading
contributor to growth in the beauty market.

Across all segments, the sharp acceleratfion in e-commerce

Th lecti ket d in in 2019, dri b
e selective market surged once again in riven by confinued.

China and Travel Retail. It is the sector that made the largest
contribution to growth in the beauty market in 2019. North American growth slowed in 2019, due in particular fo the

It is estimated that the mass market developed in 2019 at the difficulties on the makeup market In the United States.

same rate as in 2018. The market is driven by the growth of
(1) Source: L'Oréal estimates of the global cosmetics market based on net manufacturer prices excluding soap, toothpaste, razors and blades, increase excluding currency

fluctuations.
(2) Source: L'Oréal estimates of the global cosmetics market based on net manufacturer prices excluding soap, toothpaste, razors and blades.
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Western Europe was up slightly thanks to an improvement in
the market in France, Great Britain and Southern Europe.

The pace of growth picked up in new markets to account for
more than three-quarters of the beauty market’s global
growth in 2019:

e Asia remains highly dynamic, driven by very strong growth in
China, despite a more difficult situation in Hong Kong in the
second half of the year;

I MAIN WORLDWIDE PLAYERS
2018 sales in billion of US $

31.8

22.4

14.2 13.2

9.7

Estée Procter
L'Oréal  Unilever

A dynamic market carried by major socio-demographic
changes

Estimated at more than €220 bilion®, the global cosmetics
market has grown at a steady pace, driven by several
fundamental frends:

e the first and probably most important factor is the insatiable
desire for beauty across all countries and culfures: beauty is
synonymous with well-being, pleasure, confidence and self-
esteem, at every stage in life;

e second, “premiumisation”: consumers are ready fo pay
more and trade up for products with new benefits, better
performance and superior quality;

Lauder & Gamble Shiseido

e the growth of Latin America continued in 2019, particularly
thanks to Brazil;

e Eastern Europe grew at the same pace in 2019 as in 2018,
against the background of a slack Russian market;

e the return of growth in Africa and the Middle East thanks to
an improvement in the Gulf States.

9.1

7.2 6.7 6.5

5.6

Coty LVMH  Beiersdorf Chanel Kao

e third, the digitalization of the world, because beauty and
digital are a perfect match. It has never been easier to
discover beauty, and buy products online. Digital is a
tfremendous booster for the beauty market;

e finally, increased penetration of beauty all over the world.
First, because of e-commerce, which is extending our reach
far beyond the limits of fraditional distribution, especially in
emerging economies. Also because of the many areas that
remain to be explored in terms of categories and countries.
And finally, because there are always new consumer
targets, with the expansion of the middle classes related o
urbanisation, an ageing population, male consumers, etc.

1.2.5. 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 to
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, the Italian brand Valentino for L'Oréal Luxe, Logocos
with its vegan and organic concept for the Consumer

(1) Source: Beauty's top 100, WWD, May 2019.

Products Division; and Pulp Riot, which expands the growth
potential of Professional Products.

Other acquisitions aim to extend the Group’s geographic
scope: the makeup brand Vogue in Colombia, Inferbeauty in
Kenya, Niely Cosmeticos in Brazil, and Stylenanda in South
Korea.

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

(2) Source: L'Oréal estimates of the global cosmetics market based on net manufacturer prices excluding soap, toothpaste, razors and blades, increase excluding currency

fluctuations.
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1.2.6. The bet on research, safety and innovation

Cosmetics is an offer business. Innovation is the key in beauty,
because beauty is an ideal, an ongoing quest. Consumers
always want to fry new products. L'Oréal’s success today and
in the future is fed by its permanent obsession for innovation,
which feeds into its performance in all its forms.

With 4,100 researchers and a budget of approximately 3.3% of
sales, L'Oréal has the top Research and Innovation (R&l) force
in the cosmetics industry. It is a powerful organisation, in which
the level of expertise and wealth of scientific and technical

| R&l: A VAST ECOSYSTEM OPEN TO THE WORLD

Suppliers

A planetary research

L'Oréal today has a powerful R&l model with a level of
expertise and a wealth of scientific and technical data, which
represent a frue asset. Advanced Research teams 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 a proven superiority for each brand.
This innovation model is nurfured by a constant dialogue
between the laboratories and marketing to respond to the
expectations of consumers and to support them with the latest
technological breakthroughs.
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data represent a significant asset. The Group’s laboratories are
infransigent about the absolute safety of its ingredients,
superior quality and the effectiveness of the formulas, and the
sincerity of ifs claims.

L'Oréal invests in all areas, from Advanced Research to
formulation and from France to regional centres anchored in
the major markets around the world. The Group holds a total
of 21 research centres and 13 assessment centres.

e

Universities

09,
R&] ol
| 1)
Internal —
laboratories Start-ups

A1/
~ 7
EOS
Research
Institutions

Research facilities around the world

In order to adapt to consumer expectations worldwide,
L'Oréal’s research fteams work in 21 cosmetics research
centres and 13 assessment cenfres. The research centres are
grouped info three global centres in France (Advanced
Research, Haircare Métiers and Cosmetics Métiers). The
regional hubs (Japan, US, China, India, South Africa and Brozil)
identify consumer needs and study their cosmetics habits. The
R&I teams build on this rich seam of local scientific ecosystems
to develop collaboration agreements and partnerships of
excellence. The dafa generated enables researchers to
develop new products, that are perfectly in tune with market
needs and local expectations. The innovations produced are
also shared in a coordinated way to promote discussion flows.
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3 Global centres (France) @
I

(O 6 Regional hubs
|
21 Research centres

B 13 Evaluation centres

Research and Innovation budget

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

2017 877 2017 3,885 2017 498
2018 914 2018 3,993 2018 505
2019 985 2019 4,100 2019 497

Our ingredients with complete
transparency

In light of the growth in public applications, the cosmetics
industry studies the best way to respond to the new
expectations of consumers. The Group has launched a mulfi-
language information platform on its website, named “Inside
our products”, which focuses on the composition of the
Group’s brand products. Here, researchers explain the choice
of ingredients on the basis of recognised scientific realities,
describing their origin and use, explaining dosages as d
function of use, as well as procedures for verifying their safety,
and reminds that products are subject to continuous
international monitoring after they have been placed on the
market. The page does not dismiss controversial ingredients,
however, it explains the reasons for maintaining them, where
appropriate, in inoffensive formulas, at concentrations that
produce no risk for consumers or the planet.

When ethics rhymes with innovation

In order to meet essential tolerance requirements for its
products, research was initiated in the 1980s on the
development of alternatfives to animal testing fo assess the
safety of its ingredients and its products. Major progress was
made thanks fo tissue engineering: reconstructing the first
human epidermis in 1979, followed by the first complete skin
model in 1986. In four decades of international scientific

collaboratfions, the Group has built frue expertise in
reconstructed skin models used in alternative methods to
animal testing. These methods led to the end of testing finished
products on animals in 1989 and the development of
predictive evaluation strategies to meet European regulations
that prohibit any sale of products containing any ingredient
that has been tested on animals after 11 March 2013. This
quest to better assess safety without using animails resulted in
the creation of a subsidiary, Episkin, in Lyon, which produces
and markets validated models. The commitment was
extended in line with changes in international laws and
regulations through the creation of subsidiaries in China, and
then in Brazil in September 2019. In pursuing this expansion,
L’Oréal supports regulatory changes to promote alternative
methods to assess safety without animal testing.

Do solar filters have an impact on coral
reefs ?

Coral reefs are suffering from disturbing episodes of bleaching
related to the disappearance of the microalgae that they
house. The scientific community aftributes this damage to
climate change. But the blame has recently been thrown on
sunscreens, which are accused of damaging coral reefs. Sun
protection is now a public health challenge (prevention of skin
cancer) and L'Oréal’s biologists have published a large
number of studies in this area. In order to shed light on this
possible responsibility of sunscreens, L'Oréal’s environmental
research teams have developed a method to accurately
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assess their impact on coral reefs with the Monaco Scientific
Centre. This is the first replicable test based on the
photosynthesis of microalgae that live in an essential symbiosis
with coral reefs. The study shows that coral reefs exposed to
sunscreens that are currently used in cosmetics for five weeks
retain their photosynthesis capacity, even in the presence of
sunscreen concentrations that are much higher than those
measured in the marine environment.

“In my skin”, a popular scientific
exhibition

As an extension of the exhibition on hair 15 years ago, L'Oréal
has launched an exhibition cimed at the general public,
entirely dedicated to the discovery of skin in collaboration with
the Musée de I'Homme in Paris. Designed as a real scientific
immersion of the skin, the exhibifion brings fogether biology
and anthropology to present a dual view of the subject (the
continuum of skin colours versus racism, the barrier function
versus scarring, efc.) via fwo major parts: an entertaining and
instructive journey inside skin, followed by an overview of
current research (reconstructed skin tissue, damage from UV
rays, aging, skin grafts, bio-printfing, connected sensors, efc.).
Ultimately, more than 25 R&l researchers were involved in the
creation of the cultural mediation media, i.e. all forms of
communication to the target audiences. The main goal was to
reveal an expertise by illustrating the wonders of science whilst
fighting against the pointless image of beauty.

The invisible power of microbiota

The study of cutaneous microbiota ® has made enormous
progress thanks to gene sequencing: we now know how to
describe all the species of this ecosystem, both quantitatively
and qualitatively. Each person has his or her own microbiota,
influenced by their ethnic origin, age, family, diet, lifestyle,
climate and environment in which they live. Today, biologists
are frying fo make the good bacteria proliferate, either by
modifying lifestyles (diet, exposure to pollution), or through the
application of skin care products that correspond to the results
of diagnostic tests. Tomorrow, personadlised treatments will
better prevent skin changes and treat disorders (irregular skin
tones, spots and dandruff). Other strategies are being studied,
such as the use of prebiotic molecules capable of modifying
the bacterial ecosystem by promoting the growth of certain
species, or the use of bacteriophages, ie. viruses that
selectively eliminate harmful bacteria. The first results in the
laboratory are, for the moment, very encouraging.

The CONSTANCES cohort

In order to continue to study the physiology of healthy skin and
hair, L'Oréal’s R&l teams have formed a research partnership
with INSERM within the framework of CONSTANCES, the largest
French @ epidemiological team, which is monitoring 200,000
people between the ages of 18 and 69. This epidemiological
stfudy, which was initially infended to study the causes of
diseases, has also been very valuable for monitoring large
samples of the population for phenomena such as those
related to aging. The cohort is open to researchers who may
benefit from the data collected from volunteers.

(1) Refers to the billions of bacteria, viruses and fungi that live on our skin.
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Space research joins skin research

The Mini-EUSO (Extreme Universe Space Observatory)
telescope developed jointly by RIKEN (Japanese Institute of
Physical and Chemical Research) and L'Oréal R&l was
launched in August by the International Space Station to study
ultra-high energy cosmic rays. Two devices designed in
parallel, one for the skin and the other for space, were based
on the same hyperspectral imaging technology and common
algorithms for processing the data. The goal of the space
researchers was to identify rare phenomena in order to
establish a dynamic map of the different events occurring in
the atmosphere. For L'Oréal, the goal was to develop a non-
invasive in vivo imaging device to evaluate an entire face in a
single exposure with a far more complete analytic spectrum.
Three years of collaboration optimised this imaging technique
and generated new data to improve our knowledge of skin
physiology.

Innovating sustainably

Converting sugars into natural polymers

Through its BOLD investment fund, L'Oréal acquired a stake in
Global Bioenergies, the French start-up specialising in biotech
processes to produce compounds which, unfil now, have
been derived from oil. Global Bioenergies successfully
converted sugars info natural polymers that can be used in
many applications. Isododecane, for example, now represents
one of the best solufions to replace the silicones in cosmetics.
This fexture modifying lipid now lets us obtain specific sensory
properties for creams and lotions. It contains 100% renewable
carbon and thus meets ISO standard 16128 on natural and
organic cosmetics. Its extensive use will also increase the
naturalness of products without losing their performance.

Recycling plastic to infinity

L'Oréal has decided to focus on a plastic recycling
technology by acquiring a stake in the young CARBIOS
company via its BOLD investment fund. In collaboration with
INSA Toulouse (National Institute for Applied Sciences), Carbios
has developed an enzymatic method to recycle PET
(polyethylene terephthalate) plastics in bottles, which can
then be reused. This looped enzymatic biorecycling was
perfected by developing an innovative channel: the enzyme
is used directly on the used plastic, which then becomes 100%
infinitely recyclable. The operation is performed without
preliminary sorting, by using the natural selectivity of the
enzymes. This process makes a significant contribution to the
circular economy.

(@) A group of people was monitored over time fo study changes in the condifion of their health.
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Artificial intelligence in the service
of beauty

A personalised skin diagnostic

L'Oréal R& and ModiFace have infroduced the first
personalised skin diagnostic, based on 15 years of research on
skin aging. Using deep learning methods, the artificial
intelligence algorithm was trained with 4,500 selfies for different
populations of women in different lighting conditions. The
results, which were validated by dermatologists, showed a
high level of precision obtained with photo conditions (light,
telephone position) similar to those for consumers. Women thus
have a reliable diagnosis to better understand the ageing of
their skin and can find, with VICHY SKIN CONSULT for example,
a skincare to suit them.

A digital application analyses acne in China

Using 6,000 images of acne skin collected by L'Oréal
researchers in  China, artfificial inteligence experts from

Alibaba created a neuronal network based on deep learning
in order to develop a first digital application that analyses
acne and connects the visual data extracted from user selfies
with the type of acne from which they suffer. The La Roche-
Posay EFFACLAR SPOTSCAN application offers personalised
advice and skincare recommendations.

A virtual service to test makeup on mass-
market retail channels

The digital age is revolutionising shopping experiences by
making them more fun and completely personalised. As a
result, services for virtual makeup festing, based on the
ModiFace augmented reality technology, allow buyers to
virtually test several hundred makeup products on the retailers’
mobile applications by taking a selfie with a smartphone
camera. This fechnology generates a realistic result based on
make-up shades. Products associated with different looks can
be home delivered or picked up at a Group store.

1.2.7. Operations, expertise and services closer to consumers

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

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

Through the Operations 4.0 programme, which is accelerating
the digital transformation of Operations, L'Oréal is adopting
new technologies all along the value chain to respond
specifically both to the new challenges of personalisation,
agility and fraceability expected by consumers and fo the
new needs of its employees: simplification, real-time access to
data, new capacities related to the use of virtual reality, 3D
printing, artificial inteligence and others.

For product development, 3D printing of prototypes for
products and/or functional components reduces
development times and therefore brings products to the
market faster. This fast prototyping ensures an agile response
tfo consumers’ new beauty expectations and evolving
cosmetic trends. In 2019, seven 3D printing design centres
were in operation in L'Oréal’s major design centres . In total,
more than 10,000 packaging prototypes were 3D printed
in 2019.

In production, the combination of technologies such as 3D
prinfing, artificial intelligence, 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.

Unigue QR Code fechnology and data management
(Big Data) open up exciting prospects for traceability and

(1) Located in six countries: United States, France, Japan, India, China and Mexico.

productivity by improving supply chains, creafing smoother
flows for the customer experience, managing the omni-
channel experience and providing increased interaction with
consumers.

At the centre of design and development
is innovation in packaging

The packaging of a product is the first identifying link between
a brand and its consumers. Beyond its fechnical performance
and its function, packaging is a key differentiating factor for
the product and therefore for the value perceived by the
consumer. Every year, the L'Oréal teams specialised in design,
packaging innovation and product development rely on the
expertise of the materials and packaging laboratories to offer
leading-edge innovations on all continents, L'Oréal filed
69 patents for packaging and processes in 2019.

Since 2007, L'Oréal has been committed to an eco-design
process for sustainable packaging and has very significantly
intensified ifs progress in recent years. A three-pronged process
(the 3R policy): 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 2019, the social or environmental
profile of 85% of new or redesigned products have been
improved for all of the Group’s brands. The Group is
expanding the use of recycled plastic and includes up to 100%
recycled plastic in some of its packaging lines. L'Oréal is
committed to ensuring that all its plastic packaging will be
refillable, reusable, recyclable or compostable by 2025. In
2019, L'Oréal established new partnerships with two suppliers
(Albea for cardboard cosmetic tubes and Paboco for paper
boxes) in order to develop alternative solutions for innovative
packaging based on biosourced materials. L'Oréal also set up
partnerships with players that produce recycled resins and
develop collection. In addition, the Group decided to invest in
biotechnology in the service of plastic recycling with its
acquisition of a stake in Carbios in particular.
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A Purchasing programme combining
economic, environmental and social value

To accompany the Group’s growth, the Purchasing teams
select the most cost-effective suppliers in accordance with the
L’Oréal Buy & Care responsible purchasing policy. They
manage their performance, with suppliers, by monitoring
precise indicators relating to 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 2019, the Group conducted 1,562
social audits @, making a total of more than 12,400 since 2006.

Furthermore, by creating the responsible purchasing
programme, Solidarity Sourcing, L'Oréal chose as from 2010 to
enable sourcing from suppliers with an inclusive solidarity
model, in other words, companies that offer employment to
vulnerable workers and people in deprived communities, such
as people with a disability, the long-term unemployed or fair
frade suppliers (see Solidarity Sourcing in section 4.3.3.4.
“Measures tfaken in favour of local communities”). Today,
70,912 persons have benefited from access to employment
within the Solidarity Sourcing programme. In September 2019,
at the UN’s headquarters, L'Oréal received the first GEEIS-
SGD® Trophy from the Arborus Fund, the infernational
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organisation that created the infernational label GEEIS that
validates efforts to achieve gender equality in the workplace.
In 2019, for the fourth consecutive year, L'Oréal earned an “A”
classification from the CDP for Supplier Commitment, for its
actions to support its suppliers in order to improve the
environmental footprint of their activities.

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

L'Oréal has 39 plants spread all over the world, equipped with
the very latest 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, to meet tfemporary demand
peaks in the case of specific technologies (make-up pencils,
soaps, etc.) or sometimes for purchases of finished products.
Launched in 2019, the project to transform the Aulnay-Sous-
Bois (France) plant will allow this production site to join in with
manufacturing the L'Oréal Luxe perfume.

The Group’s industrial organisafion is also based on
specialisation by technology (haircare, skincare, makeup,
perfumes, etc.) to maximise best practices, increase agility,
improve productivity, adapt more easily to the specific needs
of local clients and consumers, and to optimise investments.

The Statutory Auditors have expressed reasonable assurance with regard fo this indicator.

(1) Gender Equality and Diversity for European and International Standard.
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Operational excellence

L'Oréal’s industrial facilities 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 contfinuing to roll out its Operational Excellence
System in all its plants 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
the close involvement of all employees in technical and
technological areas relating to safety, quality, ergonomics,
environmental impact and production capacity, while at the
same time controlling costs.

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
2019, 95% of L'Oréal plants were SO 9001 (Quality
Management) certified and 100% were ISO 22716 (Best
cosmetics manufacturing practices) compliant.

This unique 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 and heads
towards customers and consumers.

28 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT



PRESENTATION OF THE GROUP INTEGRATED REPORT
Business model: a sustainable development model serving a clear mission

The continuous quality improvement process has been effective as seen in the low rate of consumer complaints in 2019, and the

ongoing improvement: 47 complaints per million products sold.

L’Oréal selects suppliers
according to strict
standards and criteria

in respect of quality, safety, and socia
and environmental responsibility,
applied worldwide and compliant
with its responsible purchasing policy.

~100 quality controls

For each cosmetic product

Products meet the same standards of excellence and

quality all over the world

L’Oréal offers consumers
effective and high-quality
products

by respecting the most stringent
regulatfions and though its continuous
improvement approach, which is central
to its quality policy.

1SO 9001
1SO 22716

Q &

Identical processes are followed in the 39 plants, from the reception

8, .
Lificat®

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

*Best practices in cosmetics manufacturing
**Quality management

Safety of L’Oréal’s men and women is at
the center of the model

In 2019, the Safety Management System, which is applied
worldwide for the teams on all administrative sites,
laboratories, plants, distribution cenfres and stores, was
recognised by RoSPA (the Royal Society for the Prevention of
Accidents), and L’Oréal received six awards from RoSPA for its
sites in Brazil, the plants at Baddi and Pune (India), the logistics
hub in Bury (UK) and the North Little Rock plant (United States).
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95 %

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

At the heart of production: environmental
protection

The Group’s environmental policy is infended fo roll out best
practices in sustainable production to limit the direct
environmental impact of the Group’s business activities and
preserve resources: energy efficiency, the use of renewable
energies, optimisation of water consumption and recycling,
and reduction of waste production, among others. Results in
2019 again demonstrated L'Oréal’s capacity to decouple
increased production (+37% since 2005) from its environmental
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impact with CO, emissions cut by 78% in absolute terms since
2005, water consumption per finished product unit down 51%
and waste production per finished product unit reduced by
35%. It should be noted that 97% of residual waste was
recovered in 2019, meaning that it was reused, recycled or
used for energy recovery.

RESPONSIBLE PRODUCTION (PLANT AND DISTRIBUTION
CENTRES COMPARED WITH 2005)

+37%

-35%

-51%

- -78%
2005 2019

Water consumption

a Growth
in production per finished product unit

Waste generatfion CO° emissions
per finished product unit ‘ in absolute ferms

35 L'Oréal’s industrial sites M were “carbon neufral” at year-
end 2019, an increase of 13% since 2018, including 14 plants
(Libramont in Belgium, Seftimo in Italy, Burgos and Alcald de
Henares in Spain, Rambouillet, Ormes, Gauchy, Vichy and

HAIR
SALONS

LOCAL RETAILERS
IN NEWMARKETS

E-COMMERCE

TRAVEL RETAIL

(1) Owned plants and distribution centres.

SUPPLY CHAIN

La Roche-Posay in France, Karlsruhe in Germany, Yichang and
Suzhou in China, Montreal in Canada and Funza in Colombia)
(see ‘increasing recourse fo renewable energies”, section
4.3.1.3.1., A/ Combating climate change).

At year-end 2019, there were four “Waterloop Factory” plants
(Burgos in Spain, Settimo in Italy, Vorsino in Russia, Libramont in
Belgium): all the water required by the utilities (equipment
cleaning, steam production, efc.) comes from reused or
recycled water in a closed loop on the site (see “Waterloop
plant concept”, section 4.3.1.3.1.,, B/ Preserving water
resources).

L'Oréal’s commitment for over 25 years to environmental
leadership was recognised in 2016, 2017, 2018 and 2019,
with the best possible rating by the CDP @. This year,
L'Oréal became the only company worldwide, out of
7,000 companies assessed, to receive a triple “A” ranking for
the fourth 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.

Rapidly changing omni-channel logistics
Strategy

L'Oréal Group’s supply chain organises and optimises all
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 time and at the best cost. On average,
across all channels, L'Oréal delivers an order every two
seconds around the world and sells nearly 7 billion finished
products. This order rate is heavily impacted by the
acceleration in e-commerce sales.

L'Oréal is unique in the cosmetics market in that it serves a
global market through a diverse range of distribution channels
(see below) with a portfolio of many different beauty and
cosmetic product categories. L'Oréal continuously optimises
all information flows and physical flows from suppliers to
customers.

MASS-MARKET
RETAIL CHANNELS

DEPARTMENT STORES
PERFUMERIES

PHARMACIES
DRUGSTORES
MEDISPAS

BRANDED RETAIL

(2) 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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Data management is a critical challenge, and represents a
veritable opportunity, especially in the retail sector and in
stores managed directly by L'Oréal. It 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
all distribution channels and to adapt to local consumer
requirements. The supply chain network composed of 150
distribution centres is a strategic lever to ensure agile
coverage of market challenges.

Sustainable Development is also central fo the supply chain
strategy. To shrink the environmental footprint of transport
activities, L'Oréal deployed its global strategic inifiative to
promote cooperation between carriers and to co-develop
tailored solutions to address the specific needs of each
geographical zone (Europe, Africa, Middle East, North
America, Lafin  America, Brazi and Asia Pacific).
The deployment of the multi-method strategy allowed to set
up concrete actions to diversify the routing methods for the
Group’s products, particularly for final mile delivery.

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

The Operations Division plays a key economic role for all
brands and markets, which has an impact on the overall cost
of products.

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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| COMMITMENT TO INVEST IN OPERATIONS

(production and supply chain commitments in € million)

2017 340

2018 305

PRODUCTION AND SALES OF THE DIVISIONS
BY GEOGRAPHIC ZONE IN 2019: PRODUCTION
CLOSE TO ITS MARKETS

westorn [ 20"

Europe 27.7%

A .
merica 25.3%

Markets 47.0%
B 0

—B, — Production
Sales
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Good growth momentum for shared, lasting development

1

1

1.

3.
LASTING DEVELOPMENT

3.1. 2019 results *

“L’Oréal closed the decade with its best year for sales
growth since 2007, at +8.0% like-for-like ¢, and an excellent
fourth quarter, in a beauty market that remains very
dynamic.

All Divisions are growing. L'Oréal Luxe sales exceeded
€11 bilion, driven by the strong dynamism of its four big
brands - Lancéme, Yves Saint Laurent, Giorgio Armani and
Kiehl’'s - which all posted double-digit growth. The Active
Cosmetics Division had its best year ever, with La Roche-
Posay sales exceeding one bilion euros. Growth at the
Consumer Products Division was boosted by L'Oréal Paris
which had a great year. Lastly, growth improved in the
Professional Products Division; the highlight was the double-
digit performance of Kérastase.

Performances by geographic Zone were contrasted. The
New Markets posted their strongest growth for more than
10 years ®. Asia Pacific became the Group’s number one
Zone, with a remarkable end to the year in China, but also
good growth in South Korea, India, Indonesia and Malaysia.
Eastern Europe maintained its strong growth rate, and
Western Europe returned to growth last year. North America
was impacted by the poor performance in makeup.

E-commerce @ and Travel Retail, which are also powerful
growth drivers, contributed strongly to the Group’s success.
E-commerce grew spectacularly by +562.4% and accounts
for 15.6% of sales. Travel Retail maintained ifs sfrong

3.1.1. Overview of the results for 2019

e Sales: €29.9 billion;
« +8.0% like-for-like ™,

- +8.8% at constant exchange rates,

- +10.9% based on reported figures;

GOOD GROWTH MOMENTUM FOR SHARED,

momentum and posted growth of +25.3% .

The year 2019 was also marked by solid growth in the
Group’s profits. The strong growth in sales and the increase
in gross profit, combined with a decline in operatfing
expenses, enabled more investment in the brands and
improved profitability.

Once again this year, the strength of L'Oréal's well-
balanced business model paid off. It is the universal
presence of L'Oréal, which covers the whole beauty
market, combined with its falented teams all over the world,
which enable the Group to keep on achieving profitable
and sustainable growth, while again strengthening ifs
position as the beauty market leader.

Meanwhile, in a world that was hit particularly hard by
climate-related uncertainties in 2019, L'Oréal is continuing its
initiatives to promote responsible and sustainable growth.
For the fourth consecutive year, CDP @ awarded the Group
three A rafings for ifs inifiatives in tackling climate change,
sustainable  water management and  combating
deforestation. L'Oréal was also recognised, for the tenth
time, as one of the world’s most ethical companies by
Ethisphere Institute. And lastly, the Group is playing a major
role in gender equality, and its leadership in this field has
been recognised by Equileap and Bloomberg. These exira-
financial performances are a source of pride for the Group,
which is firmly committed to promoting a responsible and
sustainable model.

e Operating profit: €5.54 billion, an increase of +12.7% ;
e Earnings per share ® : €7.74, an increase of +9.3%;

e Operating cash flow ©: €5.03 billion, an increase of +29.8%;

Dividend per share ©: €4.25, an increase of +10.4%.

* This information forms an infegral part of the Annual Financial Report as provided in Article L. 451-1-2 of the French Monetary and Financial Code.
Like-for-like sales growth: based on a comparable structure and identical exchange rates.

(@]
@

®
@
®
©
@)

32

Sales achieved on our brands” own websites + estimated sales made by our brands corresponding to sales through our retailers” websites (non-audited data); like-for-like

growth.

An independent international NGO that evaluates companies' efforts to measure, report and reduce their greenhouse gas emissions.

Excluding the impact of IFRS 16, the increase was 11.8%.

Diluted net earnings per share excluding non-recurring items after non-controlling inferests.
Operating cash flow = Gross cash flow + changes in working capital - capital expenditure.

Proposed at the Annual General Meeting of 21 April 2020.
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| NORTH AMERICA | | WESTERN EUROPE |
: 25.3% share of Group sales 1 27.7% share of Group sales

i -0,8% sales evolution in 2019 +1,8% sales growth in 2019 ™
€7,567.0M €8,277.1M

| SALES i SALES

LATIN AMERICA | [ AFRICA, MIDDLE"EAST | | EASTERN EUROPE | | ASIA"RCIFICA

6.0% share of Group sales 2.3% share of Group sales 6.4% share of Group sales 32.3% share of Group sales

+2.0% sales growth -4.1% sales evolution +9.0% sales growth +25.5% sales growth

in 2019® in2019® in 2019® in 2019®

€1,773.1M €688.7V €1,909.7M €9,658.0M
) . ° 9 ° ) °

SALES SALES SALES SALES

[ NEW MARKETS ]

47.0% share of Group sales € M
+17.9% sales growth in 2019 ® 4’029.5

SALES

(1) Like-for-like sales growth: based on a comparable structure and identical exchange rates.
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1.3.1.2. Consolidated sales

Like-for-like, i.e. based on a comparable scope of
consolidation and constant exchange rates, the sales growth
of the L'Oréal group was 8.0%.

The net impact of changes in the scope of consolidation
amounted to +0.8%.

Growth at constant exchange rates was 8.8%.

At the end of 2019, currency fluctuations had a positive
impact of 2.1%.

Based on reported figures, the Group’s sales, at 31 December
2019, amounted to €29.87 billion, an increase of 10.9%.

| SALES BY OPERATIONAL DIVISION AND BY GEOGRAPHIC ZONE

_ 2018/2019 progression

€ millions 2017 2018 2019 % 2019 sales Like-for-like  Reported figures
By Division

Professional Products 3,350.4 3,262.5 3,441.9 11.5% +3.2% +5.5%
Consumer Products 12,118.7 12,032.2 12,748.2 42.7% +3.3% +6.0%
L'Oréal Luxe 8,471.7 9,367.2 11,019.8 36.9% +13.8% +17.6%
Active Cosmetics 2,082.9 2,275.5 2,663.7 8.9% +15.5% +17.1%
Group total 26,023.7 26,937.4 29,873.6 100% +8.0% +10.9%
By geographic zone

Western Europe 8,125.3 8,065.1 8,277.1 27.7% +1.8% +2.6%
North America 7,350.5 7,234.3 7,567.0 25.3% 0.8% +4.6%
New Markets, of which: 10,547.8 11,638.1 14,029.5 47.0% +17.9% +20.5%
* Asia, Pacific 6,151.8 7,405.6 9,658.0 32.3% +25.5% +30.4%
e Latin America @ 1,952.9 1,784.8 1,773.1 6.0% +2.0% 0.7%
e Eastern Europe 1,750.8 1,754.2 1,909.7 6.4% +9.0% +8.9%
e Africa, Middle East 692.4 693.5 688.7 2.3% -4.1% 0.7%
GROUP TOTAL 26,023.7 26,937.4 29,873.6 100% 8.0% +10.9%

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.
(1) The Group has applied IAS 29 (Financial Reporting in Hyperinflationary Economies) to Argentina since 1 July 2018. The negative impact of this adjustment is 340 basis
points on like-for-like growth in Latin America and 20 basis points on that of the entire L'Oréal Group in 2019.

Summary by Divisions

Professional Products

The Professional Products Division ended the year at +3.2%
like-for-like and +5.5% reported.

The year was marked by the Division’s return to a growth rate
stfronger than the market, with a clear acceleration in the
second half.

The Division strengthens its positions worldwide, driven by
sustained growth in the United States and in the Asia Pacific
Zone. Eastern Europe maintained its dynamism. In addition, the
Division is accelerating strongly in e-commerce @,

Consumer Products

The Consumer Products Division ended the year at +3.3% like-
for-like and +6.0% based on reported figures.

L'Oréal Paris had its stfrongest year of growth since 2007, thanks
in particular to major launches such as Rouge Signature in
makeup and Revitalift Filler. Garnier recorded growth, driven

by emerging countries, the worldwide success of Tissue Masks
and Micellar Cleansing Water, and its initiatives in organic and
natural such as Garnier Organic and Fructis Hair Food.
Skincare recorded significant growth. In makeup, the market
slowed in the developed countries, especially in the United
States. The Division has accelerated further in e-commerce @
and in Travel Retail.

L’Oréal Luxe

L’Oréal Luxe has grown by 13.8% like-for-like and 17.6% based
on reported figures.

The Division outperformed the market and confirmed its
success in skincare and fragrances. The Division’s four
billionaire brands posted double-digit growth. Overall, L'Oréal
Luxe is winning market share, particularly in Asia Pacific
and Western Europe, despite the more difficult context in
the United States. The Division also performed well in a
dynamic Travel Retail market, in Eastern Europe and in Latin
America. Meanwhile, the Division continued to accelerate in
e-commerce (2) which now accounts for more than 20% of its
sales.

(1) Sales achieved on our brands’ own websites + estimated sales made by our brands corresponding to sales through our retailers” websites (non-audited data);, like-for-like

growth.
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Active Cosmetics

The Active Cosmetics Division achieved record growth of
+15.5% like-for-like, the Division’s highest growth rate for 20
years. Growth based on reported figures is at +17.1%.

The Division’s sales grew af rapid pace, twice that of the
dermocosmetics market. All the Zones contributed to growth,
with strong performances in Asia and North America in
particular. The Division is growing in all distribution channels,
and continues to accelerate in e-commerce @,

Multi-division summary by geographic
zone

Western Europe

The Zone recorded growth of +1.8% like-for-like and +2.6%
based on reported figures.

L'Oréal Luxe outperformed its market thanks to the success of
the perfume launch and the dynamism of its major brands in
several countries. Lancdme has become the number one
brand in the women'’s selective market. The Active Cosmetics
Division also asserted its vitality. In a sluggish market, the
Consumer Products Division won market share in several key
countries, especially in Germany, the United Kingdom, Spain
and the Netherlands, and maintained ifs very strong position in
France. The Division also outperformed the makeup and facial
skincare markets. The ftransformation of the Professional
Products Division contfinued, which should pay off from 2020.

North America

The Zone is at -0.8% like-for-like and +4.6% based on reported
figures, with contrasting performances across the Divisions. The
persistent difficulties of the makeup market held back the
Consumer Products Division and L'Oréal Luxe. However, these
Divisions fook advantage of the dynamism of skincare where
they gained market share. L'Oréal Luxe also outperformed in
the perfume segment thanks to very good launch results. The
Active Cosmetics Division confinued its breakthrough on the
North American market with double-digit growth thanks to all
its brands. The Professional Products Division also posted
excellent performance, driven by colouring and haircare.

PRESENTATION OF THE GROUP INTEGRATED REPORT
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New markets

e Asia Pacific: growth in the Zone came out at +25.5% like-for-
like and +30.4% based on reported figures. All the Divisions
are posting double-digit growth. Fourth-quarter growth was
driven in particular by the exceptional performance of
Singles” Day (11/11) in China, where sales have been
growing throughout the year, and the Group is making
significant market share gains. Sales in Hong Kong have
been strongly affected by the social context, particularly in
the fourth quarter. Growth in this Zone was also driven by the
countries of Southeast Asia, particularly India, Indonesia
and Malaysia. The Consumer Products Division benefited
from a good year at L'Oréal Paris, the success of the Korean
brand 3CE Stylenanda as well as the good performance of
Garnier in many Asian countries. As for the Professional
Products Division, growth is being driven in particular by the
Kérastase brand and hair colour. The Active Cosmetics
Division continued its good progress in all markets.

e Latin America: the Zone is at +2.0% like-for-like and -0.7%
based on reported figures. The year was marked by the
sharp contrast between Divisions. On the one hand, the
L'Oréal Luxe and Active Cosmetics Divisions recorded good
growth, with Active Cosmetics winning market share, while
the Consumer Products and Professional Products Divisions
found it hard to progress. The skincare category, which is
benefiting from a dynamic market, has become the main
growth driver for the Zone. In Brazil, the contrast between
Divisions is particularly pronounced, with strong growth for
the L'Oréal Luxe and Active Cosmetics Divisions. Mexico
and Chile contributed to the growth of the Zone.

e Eastern Europe: the Zone recorded growth of +9.0% like-for-
like and +8.9% based on reported figures, driven by Russiq,
Turkey, Ukraine and Romania. The Consumer Products,
L'Oréal Luxe and Active Cosmetics Divisions have won
market share, with, at the Group level, gains in makeup,
skincare and hair. E-commerce continued to grow strongly,
and now represents 10% of sales in this Zone.

o Africa, Middle East: the Zone was down 4.1% like-for-like and
down 0.7% based on reported figures. The Zone was
affected by a sharp fourth-quarter decelerafion in the
countries of the Levant, and Lebanon in particular. Over the
year, Pakistan, Egypt, Saudi Arabia and Morocco recorded
double-digit growth. The Active Cosmetics Division hasdriven
growth, with market share gains in the Maghreb-Middle East
and in Sub-Saharan Africa.

(1) Sales achieved on our brands’ own websites + estimated sales made by our brands corresponding to sales through our retailers” websites (non-audited data);, like-for-like

growth.
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1.3.1.3. 2019 Consolidated results

| OPERATING PROFITABILITY AND CONSOLIDATED INCOME STATEMENT

2017 2018 I T
€milion %2017 sales €milion % 2018 sales
Net sales 26,023.7 100.0% 26,937.4 100.0% 29,873.6 100%
Cost of sales -7.359.2 28.3% -7.331.6 27.2% -8,064.7 27.0%
Gross profit 18,664.5 71.7% 19,605.8 72.8% 21,808.9 73.0%
Research and innovation -877.1 3.4% -914.4 3.4% -985.3 3.3%
Advertising and promotion -7,650.6 29.4% -8,144.7 30.2% -9,207.8 30.8%
Selling, general and administrative 20.9% -6,068.3 20.3%
expenses -5,460.5 21.0% -5,624.7

OPERATING PROFIT

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.

Gross profit, at €21,808 million, came out at 73.0% of sales,
compared with 72.8% in 2018, which is an improvement of 20
basis points.

Research and innovation expenses, at €985 million, increased
by 7.8% compared to 2018.

Advertising and promotion expenses increased by 60 basis
points, at 30.8% of sales.

| NET PROFIT
From operating profit to net profit excluding non-recurring items:

Selling, general and administrative expenses, at 20.3% of sales,
have been reduced by 60 basis points.

Overall, operating profit has grown by +12.7% to €5,547 million,
and amounts to 18.6% of sales, representing an increase of
30 basis points. Excluding the impacts of applying the IFRS 16
accounting rule, this growth amounted to 11.8%.

€ millions 2017 2018 -:Iu Growth
Operating profit 4,676.3 4,922.0 5,547.5 +12.7%
Financial revenues and expenses excluding Sanofi dividends -229 -1.9 -62.7
Sanofi dividends 350.0 358.3 363.0
Profit before tax excluding non-recurring items 5,003.3 5,278.4 5,847.9 +10.8%
Income tax excluding non-recurring items -1,250.5 -1.286.8 -1,486.7
Net profit excluding non-recurring items of equity consolidated companies -0.1 0.1 +1.0
Non-conftrolling interests -3.9 -4.1 -5.2
Net profit excluding non-recurring itemsafter non-controlling interests 3,748.7 3,987.6 4,356.9 +9.3%
EPS @ (€) 6.65 7.08 7.74 9.3%
NET PROFIT ATTRIBUTABLE TO OWNERS OF THE COMPANY 3,581.4 3,895.4 3,750.0
Diluted earnings per share attributable to owners of the company (euros) 6.36 6.92 6.66
Diluted average number of shares 563,528,502 563,098,506 562,813,129

(1) Net profit excluding non-recurring items attributable to owners of the company excludes impairment losses, restructuring costs, tax effects and minority interests.
(2 Diluted earnings per share, based on net profit, excluding non-recurring items, after non-controlling interests.

Net finance costs amount o €63 million, of which €54 million is
the result of applying the IFRS 16 accounting rule.

Sanofi dividends amounted to €363 million.

Income tax excluding non-recurrent items amounted to
€1,487 million, representing a tax rate of 25.4%.

Net profit excluding non-recurring items after non-controlling
inferests amounted to €4,357 million, an increase of +9.3%.

Earnings per share, at 7.74 euros, is up by +9.3%.

Non-recurring items affer non-controlling interests > amounted
to €607 million net of tax.

(1) Non-recurring items include impairment of assets, net profit of discontinued operations, restructuring costs and fax effects of non-recurring items.
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Gross cash flow, Balance sheet and Cash
position

Gross cash flow amounted to €5,802 million, an increase
of 12.1%.

The working capital requirement decreased by 460 million
euros.

At €1,231 million, investments represented 4.1% of sales.
Net cash flow @ at €5,032 million, increased by 29.8%.

The balance sheet is particularly solid, with shareholders’
equity amounting to €29.4 billion. After allowing for finance
lease debts in an amount of €2,035 million, net cash came out
at €2,399 million at 31 December 2019.

Operating profit, by Operational Division

PRESENTATION OF THE GROUP INTEGRATED REPORT
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Proposed dividend at the Annual General
Meeting of 21 April 2020

The Board of Directors has decided fto propose to the
shareholders” Annual General Meeting of 21 April 2020 a
dividend of 4.25 euros per share, an increase of +10.4%
compared with the dividend paid in 2019. The dividend will be
paid on 30 April 2020 (ex-dividend date 28 April 2020 at 0:00
a.m., Paris fime).

Share capital and additional paid in capital

At 31 December 2019, the capital of the company is formed
by 558,117,205 shares, each with one voting right.

2017 2018 T T

€ millions % 2017 sales € millions % 2018 sales € millions % 2019 sales
Professional Products 669 20.0% 652 20.0% 691 20.1%
Consumer Products 2,419 20.0% 2,428 20.2% 2,575 20.2%
L'Oréal Luxe 1,856 21.9% 2,072 22.1% 2,494 22.6%
Active Cosmetics 471 22.6% 523 23.0% 621 23.3%
COSMETICS DIVISIONS TOTAL 5,415 20.8% 5,675 21.1% 6,381 21.4%
Non-allocated @ -739 -2.8% -753 -2.8% -833 -2.8%
GROUP TOTAL 4,676 18.0% 4,922 18.3% 5,548 18.6%

(1) Non-allocated items consist of the expenses of Functional Divisions and fundamental research, stock option and free share grant costs, which are not allocated to the
Cosmetics Divisions. This item also includes non-core activities, such as insurance, reinsurance and banking.

The profitability of the Professional Products Division came out
at 20.1%, an improvement of 10 basis points.

The profitability of the Consumer Products Division was stable
at 20.2%.

The profitability of L'Oréal Luxe, at 22.6%, increased by 50 basis
points.

Sales by business segment

The profitability of the Active Cosmetics Division came out at
23.3%, representing an increase of 30 basis points.

Non-allocated expenses amounted to €833 million, which is
stable in relative value.

2018/2019 progression
£€ millions 2017 2018 m Like-for-like Reported figures
Skincare 7,624 8,657 10,453 19.6% 22.2%
Make-up 7,266 7.383 7,854 3.0% 6.4%
Haircare 4,559 4,358 4,461 1.5% 2.4%
Hair colourants 3.076 2,950 3,032 1.0% 2.8%
Perfumes 2,393 2,495 2,771 8.4% 11.0%
Other ® 1,107 1,194 1,303 -3.3% 9.1%
TOTAL COSMETICS SALES 26,024 26,937 29,874 8.0% 10.9%

(1) “Other” includes hygiene products, sales made by American distributors with non-Group brands.

(1) Cash-flow opérationnel = Marge brute d’autofinancement + variation du besoin en fonds de roulement - investissements.
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Simplified consolidated income statements

€ millions 31.12.2017 31.12.2018 .Ilm:lu % 2019 sales

Net sales 26,023.7 26,937.4 29,873.6 100%
Gross profit 18,664.5 19,605.8 21,808.9 73.0%
Research and development costs -877.1 -914.4 -985.3 3.3%
Advertising and promotion -7,650.6 -8,144.7 -9,207.8 30.8%
Selling, general and administrative expenses -5,460.5 -5,624.7 -6,068.3 20.3%
Operating profit 4,676.3 4,922.0 5,547.5 18.6%
Operational profit 4,400.0 4,827.3 5,111.0

Finance costs excluding dividends received -229 -1.9 -62.7

Sanofi dividends 350.0 358.3 363.0

Income tax -901.3 -1,284.3 -1,657.2
Non-conftrolling interests -4.1 -4.1 -5.2

Impact of deconsolidation of The Body Shop ™ -240.1

Net profit attributable to owners of the company 3,581.4 3,895.4 3,750.0

Non-recurring items (expense -/income +) -167.2 -92.2 -607.0

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

continuing operations ? 3,748.7 3,987.6 4,356.9 14.6%
Diluted earnings per share aftributable to owners of the company (euros) 6.36 6.92 6.66

Diluted earnings per share aftributable to owners of the company excluding non-
recurring items (€) 6.65 7.08 7.74

(1) The finalisation of the disposal of The Body Shop on 7 September 2017 led to the application, in 2017, of IFRS 5 for discontinued operations.
(@) Net profit after non-controlling interests excluding non-recurring items of continuing operations excludes asset depreciations, restructuring costs, tax effects and non-
controlling interests in continuing operations.

Sources and application of funds

Investments in property,

1,231.0 plant and equipment and infangible assets
Net profit attributable to owners of the company 3,750.0

5,031.8 Operating cash flow
Amortisation and provisions 1,958.3
Capital gain or losses on disposals of assets,
changes in deferred taxes and other 94.0

-460.5 Changes in working capital requirement

Sources Applications

Gross cash flow: 5,802.3

Financial ratios

207 2018 [PIEH

Operating profit/Sales (as % of sales) 18.0% 18.3% 18.6%
Net profit excluding non-recurring items attributable to the owners of the group/Opening shareholders’ equity

(% of shareholders” equity) 15.1% 16.1% 16.2%
Net gearing (% of shareholders’ equity) N/A N/A N/A
Gross cash flow/Investments 3.9x 3.7x 4.7x

(1) Net gearing: (Current and non-current debt - Cash and cash equivalents) / Shareholders” equity attributable fo owners of the company.
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L’Oréal 2013-2019

€ millions 2013 @ 2014 @ 2015 2016 2017 2018 m
Results

Consolidated sales 22,124 22,532 25,257 25,837 26,023 26,937 29,874
Operating profit 3,760 3,891 4,388 4,540 4,676 4,922 5,548
As a percentage of consolidated sales 17.0% 17.3% 17.4% 17.6% 18.0% 18.3% 18.6%
Profit before tax excluding non-recurring items 4,056 4,198 4,711 4,867 5,003 5,278 5,848
Net profit excluding non-recurring items

attributable to the owners of the company @ 3,032 3,125 3,490 3,647 3,748 3,988 4,357
Net profit attributable to owners of the

company 2,958 4,910 3,297 3,106 3,581 3,895 3,750
Total dividend 1,607 1.511 1,742 1,858 2,006 2,175 2,392
Balance sheet

Non-current assets 21,485 23,284 24,458 25,585 24,320 25,991 29,893
Current assets excl. cash

and cash equivalents 6,730 6,858 7,854 8,300 7,972 8,474 8,631
Cash and cash equivalents 2,659 1,917 1,400 1,746 3,047 3,992 5,286
Equity @ 22,651 20,197 23,617 24,504 24,819 26,933 29,426
Net financial position © -2,320 671 -618 - 481 -1.872 -2,751 -2,399
Gross cash flow 3,758 3,808 4,399 4,717 4,972 5178 5,802
Per share data (€)

Diluted earnings per share aftributable to

owners of the company excluding non-

recurring items 499 @ 5.34 6.18 6.46 6.65 7.08 7.74
Dividend 2.50 2.70 3.10 3.30 3.55 3.85 4.25©
Share price af 31 December © 127.70 139.30 1565.30 173.40 184.95 201.20 264.0
Highest share price during the year © 137.85 140.40 181.30 177.90 197.156 214.90 267.60
Lowest share price during the year © 103.65 114.55 133.40 142.65 167.75 170.30 194.55
Diluted weighted average number of shares

outstanding © 608,001,407 585,238,674 564,891,388 564,509,135 563,528,602 563,098,506 562,813,129

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.

(1) For 2013, 2014 and 2015 this is the net profit from continuing operations.

(2) Plus non-controlling interests.

(3) The net cash surplus was €2,320 million in 2013, €618 million in 2015, €481 million in 2016, €1,872 million in 2017, €2,751 million in 2018 and €2,399 million in 2019. In 2014, net
debt was €671 million.

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

(5) Dividend proposed to the Annual General Meeting of 21 April 2020.

(6) The L’Oréal 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 €111,623,441 at 31
December 2019; the par value of one share is €0.2.

(7) The balance sheets af 31 December 2014 and 31 December 2013 have been restated fo reflect the change in accounting policies on recognition of levies resulting
from the application of IFRIC 21.

e On 6 June, in Aulnay-sous-Bois, L'Oréal inaugurated “MYT -
Make Your Technology”. the first 4.0 technology incubator
dedicated to industry and the supply chain of the future.

1.3.1.4. Significant, recent events and
outlook

e On 26 June, BOLD (Business Opportunities for L'Oréal
Development), a capital investment fund created by
L'Oréal in December 2018, took a minority stake in the
capital of Carbios, a start-up that is developing a recycling

Significant events in 2019

e On 16 January, L'Oréal announced that it was among the

230 companies of the Bloomberg Gender-Equality Index
(GEI, an index that highlights companies that demonstrate
fransparency in their gender balance reporting and are
highly committed to professional equality.

On 26 February, L'Oréal was recognised for the 10th time as
one of the most ethical companies in the world by
Ethisphere Instifute, a world leader in defining and
promoting business ethics standards.

solution for plastic packaging.

On 12 July, L'Oréal announced the appointment of three
new members to its Executive Committee: Alexandra Palt,
Executive Vice-President of Societal and Environmental
Responsibility and Executive Vice-President of the L'Oréal
Foundation, and Vincent Boinay, Executive Vice-President
of L'Oréal Travel Retail, joined the Group's Executive
Committee from 1 September. Fabrice Megarbane
appointed CEO of L'Oréal China, joined the Group's
Executive Committee on 1 July.
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¢ On 30 July, the Board of Directors decided, within the
framework of the authorisation voted by the Annual
General Meeting of 18 April 2019, to conduct redemptions
of L'Oréal shares during the second half of 2019 up to a
maximum amount of €750 million or a maximum number of
3 million shares to be redeemed. Pursuant to this decision,
3 million L'Oréal shares were redeemed between 28 August
and 7 October 2019. On 15 October, the Board of Directors
decided to cancel the shares thus redeemed, as well as
771,125 shares that were previously treasury shares.

¢ On 20 September, L'Oréal announced the conclusion of
constructive discussions with the French tax administration to
resolve a dispute on the tax base of three of its subsidiaries,
primarily with regard to tax on the companies from 2014 to
2018, with no penadlties. The financial impact of this
agreement represents a charge of €320 million, which will
be recorded under exceptional items for the 2019 financial
year. At Group level, there will be no significant impact on
the future.

e On 24 September, aft the United Nations Climate Action
Summit in New York, L'Oréal was named Global Compact
LEAD for its contribution to combating climate change and
its commmitment to achieving the target of net zero emissions
by 2050.

* On 2 October, at the 10th ceremony of the Grands Prix de
la Transparence, L'Oréal Group received the Transparency
Grand Prix All Categories, for the quality of regulated
information and its  financial and  non-financial
communication practices.

* On 3 October, in the context of a partnership based on the
responsible packaging innovation, L'Oréal and Albéa
announced the development of a breakthrough innovation
for cosmetics packaging. The idea is to design the first
cosmetic tube based on cardboard, thereby replacing the
majority of plastic with a biosourced material that is a
certified paper type.

* On 21 October, after the two parties consulted with each
other via employee representative bodies, L'Oréal and the
Clarins Group signed an agreement to make the sale of the
Mugler brand and Azzaro perfumes official through
L'Oréal’s acquisition of Clarins’s fragrance division which
comprised Mugler, Thierry Mugler (Fashion), Clarins
Fragrance Group (CFG), CFG France, Cosmeurop and CFG
UK on the date it was finalised. The acquisition should be
finalised in the first quarter of 2020.

¢ On 11 December, Prada S.p.A. and L'OCréal signed a long-
term licence agreement for the creation, development and
distribution of luxury beauty products for the Prada brand.
This agreement will allow both companies to contribute the
expertise of their respective sectors.

¢ On 23 December, L'Oréal China was awarded the Alibaba
Grand ONE Business Award, the highest recognition for
digital transformation across all industries of Alibaba Group.
The award recognises L'Oréal’s digital pioneering
underpinned by consumer-centricity in new marketing, new
retail, data and artificial intelligence as well as digital talent,
culture and organisation.

Significant events that have occurred
since the beginning of financial year 2020

¢ On 3 February, for the 4th year in a row, L'Oréal has been
highlighted as a world leader in corporate sustainability by
the international non-profit organisation CDP, whose annual
environmental disclosure and scoring process is recognised
as the gold standard of corporate environmental
transparency. The Group achieved a place on the ‘A’ List
for all three environmental issues covered by CDP scores:
climate change, water security and forests.

* On 4 February, following a strategic review regarding the
best development options for the Roger & Gallet brand,
L’'Oréal announced that it has enftered in exclusive
negotiation with the French investment holding Impala for
the sale of the Roger & Gallet brand.

* The coronavirus epidemic (COVID-19), that first emerged in
China, creates a context that impacts on the Beauty
market in several geographic Zones as well as Travel Retail
(see "2020 Outlook™).

2020 Outlook

The beginning of 2020 has been marked by the coronavirus
epidemic (Covid-19) that will impact the beauty market in
several geographic Zones and Travel Retail for a period of time
and that is difficult to determine at this stage.

Our first priority is the safety of our employees and we are
taking all possible measures to protect those working in
countries impacted by this epidemic.

The experience we have had with similar situations in the past
(SARS, MERS, etc...) shows that after a period of disturbance,
consumption resumes strongly.

At the time of filing this Universal Registration Document,
assuming that this epidemic and consequent disturbance will
not exceed a few months, and that it follows a similar pattern
to previous cases, we are confident in our capacity this year
again to outperform the beauty market and achieve another
year of growth in both sales and profits.

1.3.1.5. L’Oréal’s investment policy
responds to long-term objectives

L'Oréal is a growing industrial company thanks largely to two
types of investments:

1. scientific and industrial investments, which are described in
several sections of this document (see Sections 1.2.6. and
1.2.7. in particular); ;

2. marketing investments, 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 attuned 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 teams
monitor constantly. Lastly, investments in point-of sale
(POS) advertising materials ensure optimal presence for our
brands in points of sale.

For reasons relating to strategy and competition, L'Oréal
cannot therefore provide any systematic information on future
investments.
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In 2019, the Group's investments totalled €1,231 million, or 4.1%
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 2019 can be broken down as
follows:

e production and the physical supply chain represent
approximately 28% of total investments;

e marketing investments, including moulds, POS advertising
materials and stores account for 45%;

PRESENTATION OF THE GROUP INTEGRATED REPORT
Good growth momentum for shared, lasting development

e [T investments spread over all these categories represent
21% of total investments;

e research and the head offices in the different countries
accounted 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.

1.3.2. Corporate Social Responsibility (CSR): shared and lasting growth

Priority to Human Capital

As our founder Eugéne Schueller declared with conviction: “a
company is not walls and machines but people, people and
more people.”

These strategic intangible assets are one of the Group’s main
competitive advantages in the long term, alongside its brands,
governance, research, data and technology.

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 ifs 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 cifizen. 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 at reducing their environmental footprint. Social
audits are conducted on the suppliers of the 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. Above and beyond its solid long-term
economic performances, the Company seeks to be
exemplary and sets itself demanding standards in order to limit
its environmental footprint.

More consumers and more growth, for L'Oréal, necessarily
imply more responsibilities. The Group intfends to develop its
activity with the utmost respect for the planet, and to improve
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 formalised 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 targets
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
results fransparently and through figures via performance
indicators. A panel of independent international experts called
the Panel of Critical Friends meets regularly to review progress
made and take a critical look at the actions taken and
suggest improvements.

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

e innovating sustainably, which aims at improving the
environmental and social footprint of products (see
section 1.2.6 and chapter 4);

e producing sustainably, to reduce the environmental
footprint of the Group’s plants and distribufion centres, all
over the world (see section 1.2.7. and chapter 4);

e living sustainably, fo engage with consumers and offer them
the possibility to make sustainable consumption choices;

e developing sustainably to share growth with all the Group’s
stakeholders (employees, suppliers, communities).
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| SHARING BEAUTY WITH ALL

Innovating sustainably A Producing sustainably
By end-2020, 100% of the Group’s By end-2020, the Group commits fo reducing its
products will have an improved environmental footprint by 60%, while
environmental or social profile. extending its global presence.
SHARING
< T —
Living sustainably Developing sustainably
By end-2020, the Group with employees - by end-2020, L'Oréal employees
wants to empower all L'Oréal will have access to healthcare coverage, social
consumers to make sustainable protection and fraining, wherever they are in the
consumption choices. world:

with suppliers - by end-2020, 100% of the Group’s

strategic suppliers will be participating in our supplier
V Sustainable Development programme

with communities - by end-2020, through its

actions, the Group will have enabled more than

100,000 people from socially or financially deprived

communities to access work.

Sharing growth

Sharing growth with its stakeholders is one of L'Oréal’s priorities. In this spirit, the Group applies its vision of responsible corporate
citizenship with its employees, its suppliers and the communities with which it interacts.

...with employees

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

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

Protect A Care
Providing employees with e"ective Providing employees and their families
support particularly of a financial nature with access to a high-quality healthcare
in the event of unexpected life events. system which is one of the top

performers on the local market.

L'OREAL
SHARE&CARE S

PROGRAM

Protect - Care - Balonce - Enjoy

Enjoy
O~ering high standards of quality of life
at work to all the Company’s employees.

Balance

Enabling employees to fully experience
milestones in life such as parenthood,
while pursuing their careers.

\/

42 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT



...with suppliers

PRESENTATION OF THE GROUP INTEGRATED REPORT
Good growth momentum for shared, lasting development

"By the end of 2020, 100% of the Group s strategic suppliers ” will be participating in our
Sustainable Development programme aimed at suppliers.”

L'Oréal considers that the activities of its suppliers are part of its
wider social and environmental footprint. This is why the Group
has decided to associate ifs suppliers with its social, ethical
and environmental commitments. This concerns first and
foremost its “strategic” suppliers, who represent over 80% of
the Group’s direct purchases (raw materials, packaging and
subcontracting).

...with communities

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 programme has
enabled the Group to associate ifs suppliers more with its CSR
initiatives by developing a twofold approach:

e the supplier selection process now takes into consideration
their environmental and social performances;

e the Group makes available to them contfinuous
improvement tools fo enable them to carry out a better self-
assessment and improve.

"By the end of 2020, the Group will enable more than 100,000 people from socially or
financially deprived communities to access work through ifs actions.”

Due fo its large number of purchasing programmes and its
many industrial and administrative sites all over the world,
L'Oréal makes a contribution to 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 to share their
growth.

This ambition was reflected in a commitment in the Sharing
Beauty With All programme: to enable over 100,000 people
from socially or financially deprived communities fo access
work by the end of 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 tfraining 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 socially-
inclusive purchasing programme which aims tfo open up the
Group’s calls for tenders to companies that employ people
from economically vulnerable communities o allow them fo
have durable access to work and income, as well as to
companies that traditionally do not have access to 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:

e 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 its ranges and products and sets
out an action plan. In 2019, this work was carried out with
89% of the Group’s brands;

e Engagement alongside consumers: conscious of the ability
of its brands to mobilise their stakeholders - business
partners, customers, consumers, the general public - around
today’s major environmental and social causes, the Group
pledged that everyone would identify a cause that they
personally want to defend and undertake campaigns to
raise awareness. In 2019, 57% of the brands conducted this
type of action. Furthermore, since 2013, L'Oréal has
conducted quantitative and qualitative studies to gain a
better understanding of what its consumers want and to
identify the most engaging manner to get them involved in
Sustainable Development issues in the cosmetics sector. In
2019, 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, India and Europe with a view to
understanding their expectations and fine-tuning its policies.

(1) Strategic suppliers are suppliers whose added value is significant for the Group by contributing to the L’Oréal sustainable strategy by their weight, their innovations, their

strategic alignment and their geographical deployment.
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Sharing Beauty With All : commitments by the end of 2020, 2019 results

| INNOVATING SUSTAINABLY

2019 RESULTS 2018 RESULTS

2020 TARGETS
ro 100% of L'Oréal products will have an improved 85% of new or updated products have an improved 79%
environmental or social profile. Every time the Group environmental or social profile.
n creates or renovates a product, it will improve the
product’s environmental or social profile in at least
one of the following criteria:
e the new formula uses renewable raw 59% of new or renovated products have an improved 43%
materials that are sustainably sourced environmental profile due to a new formula
or derived from green chemistry; incorporating renewable raw materials that are
sustainably sourced or respect the principles of
green chemistry.
e the new formula reduces the 46% of new or updated products have an improved 48%
product’s environmental footprint, environmental profile due to a new formula with a
particularly with regard to water use; lower environmental footprint.
e the new packaging has an improved 67% of new or renovated products have an improved 58%
environmental profile; environmental profile due to packaging with a lower
environmental footprint.
r" e the new product has a positive social 40% of new or renovated products have an improved 31%

impact.

2

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

| PRODUCING SUSTAINABLY

2019 RESULTS 2018 RESULTS

2020 TARGETS
L'Oréal will have reduced the CO, emissions =78% reduction in CO, emissions from plants and -77%
generated by ifs plants and distribution centres by distribution centres in absolute value since 2005.
60% in absolute terms, compared to 2005.
x L'Oréal will have reduced its water consumption by =51% reduction in water consumption at plants and -48%
‘ 60% per finished product, compared to 2005. distribution centres compared to 2005.
T L'Oréal will have reduced its waste generation by =359% reduction in waste generated from plants and -37%
H | 60% per finished product, compared to 2005. distribution centres compared to 2005.
‘ L’Oréal will send zero industrial waste to landfill. The objective of sending “zero” waste to landfill
@!_o, (excluding regulatory obligations) was achieved for
all plants and distribution centres in 2018.
Reduce the CO, emissions linked to the transport of =12% reduction in CO, emissions from the transport of -8%

Lk

its product by 20% (in sales unit/km), compared with
2011.

products (in grams of CO,/sales unit/km) since 2011,
with 434,293 tonnes of CO, emitted in 2019, which
represents 0.0243 g CO,/sales unit/km.

| LIVING SUSTAINABLY
2020 TARGETS

2018 RESULTS

L'Oréal will evaluate the environmental and social 100% of new or renovated products in 2019 were assessed 100%
profile of all its products using an assessment tool. All using the product assessment fool.
p brands will make this information publicly available The indicator of the percentage of brands that
to allow consumers to make sustainable choices. 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.
1_0 All brands will assess their environmental and social 89% of brands have assessed their environmental and 88%
n impact and make commitments fo improve it. social impact.
() Every brand will report on its sustainability progress B7% of brands conducted a consumer awareness 57%

. and associate consumers with its commitments.

initiative.

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

o\
s

In 2019, 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 several studies
conducted with American, Indian and European
consumer panels to understand their expectations
and fine-tune its policies.
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they are in the world.

one training session in 2019.

2020 TARGETS 2018 RESULTS
...WITH COMMUNITIES
100,000 people from underprivieged communities 90,635 people from underprivileged communities gained 63,584
will gain access to employment through the access to employment. people
following programmes:
e Solidarity Sourcing; 70,912 rpeople gained access to work through the Solidarity 56,842
Sourcing programme. people
% 7 e Vocational fraining in the beauty industry; 1 8,443 people in difficult social or economic situations 5,565 people
O/@ participated in free vocational fraining in beauty
professions.
° iﬁi e Employment of disabled people. 1 ’280 people with disabilities worked for L’ Oréal. 1,177 people
...WITH SUPPLIERS
. e () 87% of the Group's strategic suppliers have been 83%
Allstrategic suppller§ wil t?e evgluoTed and evaluated and selected on the basis of their
selepfed on the basis of their social and environmental and social performance.
-5-/~ environmental performance. All the suppliers evaluated represent more than 81%
% of total direct purchases (raw materials, packaging
articles and subcontracting). Furthermore, in 2019,
1,562 social audits were carried out, making a total
of over 12,400 since 2006.
All strategic suppliers @ will have completed a self- 96% of strategic suppliers have completed a self- 93%
assessment of their sustainability policy with the assessment of their sustainability policy with the
Group's support. Group’s Sustainable Development.
. ,\‘ This percentage is based on the calculation of the
% number of suppliers who, in 2019, 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 training Our dedicated on-line training platform was
tools to improve their sustainability policies. launched at the 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 17% of strategic suppliers are involved in the Solidarity 13%
our Solidarity Sourcing programme. Sourcing programme.
...WITH EMPLOYEES
Employees will benefit from health cover that 94% of the Group’s permanent employees benefit from Q6%
reflects best practices in their country of health cover that reflects best practice in their
residence. country of residence.
g Employees will benefit from financial protection in 91% of the Group’s permanent employees have access 93%
==_ theeventof alife-changing accident, such as fo financial protection in the event of a life-changing
ggg death or permanent disability. accident (including death or permanent disability).
==
q Employees will have access to fraining, wherever 96% of the Group’s employees benefitted from at least 88%
—

(1) Strategic suppliers = suppliers whose added value is significant for the Group by contributing to L'Oréal’s sustainable strategy by its weight, innovations, strategic
alignment and geographical deployment.
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1.4.

AN ORGANISATION SERVING THE GROUP’S DEVELOPMENT

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

1.4.1. L’Oreéal S.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 S.A. acts as a holding company and
provides strategic coordination on the one hand and
scientific, industrial and marketing coordination for the L'Oréal
Group throughout the world on the other.

The subsidiaries operate the Group’s business activities 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 the markets, each of these Divisions
develops and enhances its brand portfolio with consumers
(see section 1.2.1. “L’Oréal Group Profile").

Travel Retail is a fast-growing groupwide channel that conveys
the Company’s image and is expanding in line with the

number of travellers. By establishing the mulfi-division Travel
Retail Department, the Group has given itself the resources to
grow this segment using a global shopper strategy: a bespoke
approach designed, at the destinations favoured by each
nationality, to personalise the experience on the basis of the
language, culture and beauty rituals of travellers.

1.4.3. Geographic zones

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 contfinent. Various geographic zones have therefore
been created, each of which has operational responsibility for
the subsidiaries located in their country (Western Europe Zone;
Americas Zone; Asia Pacific Zone; Eastern Europe Zone; Africa,
Middle East Zone).

1.4.4. Support Departments

Several specialist corporate departments provide their
expertise and support to the Operational Divisions, to
subsidiaries in their markets and to the other business activities
(see section 1.2.1. “"L’Oréal Group Profile”).

(1) Furthermore, it should be noted, that pursuant to Article L. 232-1 of the French Commercial Code, L'Oréal S.A. has branches.
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1.5.

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

In order to ensure the sustainability of its development and the
achievement of ifs objectives, the Group sfrives to anficipate
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 good use of resources fo minimise the impact of
negative events and maximise the realisation of opportunities.

By confributing fo preventing and managing the risks to which
the Group is exposed, the purpose of the Internal Confrol
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.

PERMA
CONTROL

PRESENTATION OF THE GROUP INTEGRATED REPORT
Internal Control and risk management system

INTERNAL CONTROL AND RISK MANAGEMENT SYSTEM

At L'Oréal, Internal Control is a system that applies fo the
Company and its consolidated subsidiaries and aims at
ensuring that:

e cconomic and financial fargets are achieved in
compliance with the laws and regulations in force and the
Group’s Ethical Principles and standards;

e the orientations set by General Management are followed;

e the Group’s assets and reputation are valued and
protected;

e 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 behaviour, the organisational
structure and employees. At 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 the governance bodies to all employees.

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 its issues.

See also Chapter 3 "Risk factors and control environment”.

Level 3

Conducted by Audit (internal or external)

It assesses how well the system is working
and contributes to its improvement.

Level 2

Conducted by the Support Divisions

in their fields of expertise.
Define cross-functional policies/standards.
Support the divisions in implementing them.

Level 1

Conducted by each employee and their line managers
in the day-to-day implementation of their activities.
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Executive Officer

SUMMARY TABLE OF THE
RECOMMENDATIONS OF

THE AFEP-MEDEF CODE

WHICH HAVE NOT BEEN APPLIED

SUMMARY STATEMENT OF
TRADING BY CORPORATE
OFFICERS IN L’OREAL SHARES
IN 2019

STATUTORY AUDITORS' SPECIAL
REPORT ON RELATED-PARTY
AGREEMENTS AND
COMMITMENTS

88

88
97

102

106

108

109

109

* This information forms an infegral part of the Annual Financial Report as provided in Article L. 451-1-2 of the French Monetary and Financial Code.
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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 2019, and the remuneration policy pursuant to
Article L. 225-37-2 of the French Commercial Code.

2.1.
GOVERNANCE PRINCIPLES

2.1.1. AFEP-MEDEF Code:
the reference code

The Corporate 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 Article 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:

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

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

e remuneration policy for executive officers;

e information relating to the remuneration and benefits of any
kind of executive officers during the previous financial year

FRAMEWORK FOR THE IMPLEMENTATION OF CORPORATE

pursuant to Article L. 225-37-3 of the French Commercial
Code;

e |imitations 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 7, specifically:

e the table summarising the authorisations in force granted by
the Annual General Meeting (see Section 7.2.2.) ;

e the special rules for shareholder participation in the Annual
General Meeting or the provisions of the Articles of
Association providing for these rules (see Section 7.1.11.) ;

e 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 7.3.).

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 2.5).
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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 to its specificities and is part of a constant quest for
progress.

2.1.2.1. Procedures for performing
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 to ensure a smooth transition between Sir Lindsay
Owen-Jones and Mr Jean-Paul Agon, the Board of Directors
decided in 2011 to reunify these dutfies and to appoint
Mr Jean-Paul Agon as Chairman and Chief Executive
Officer of L'Oréall.

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 fo confinue 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 interest of the Company and with
the constant concern that the mode of governance
chosen will make it possible to 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,
M. Jean-Paul Agon, 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 to be taken quickly in a highly competitive
international environment, and the beauty sector also
requires strong, coherent communication. This method of
implementing General Management duties respects the
balance of powers and is appropriate for L'Oréal’s
particular shareholder structure: stable, loyal shareholders
with two major shareholders highly committed to the
Group’s longterm development.

Pursuant to the company's articles of association,
Mr. Jean-Paul Agon will no longer be able to assume
the position of Chief Executive Officer as of his 65th birthday
i.e. July 6, 2021, it being understood that the next expiry
of his term of office as Director is the Annual General
Meeting of 2022. The Appointments and Governance
Committee, in charge of preparing the succession plan for
Mr. Jean-Paul Agon, is considering all the terms and
conditions for the exercise of General Management,
including the separation of functions as practiced from
2006 to 2011.

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 its role so that the balance of powers is
guaranteed.

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.

As of december 31, 2019, serving alongside the Chairman
and Chief Executive Officer are three Directors (one of
whom is Vice-Chairman of the Board) from the Bettencourt
Meyers family, two Directors (one of whom is Vice-Chairman
of the Board) from Nestlé, seven independent Directors,
who are in the majority on the Board (seven out of thirteen
Board members, excluding the Directors representing the
employees), 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, industrial, digital,
financial and extra-financial, 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 to
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
tfransparently with all the Directors and keeps them regularly
informed of all aspects of the Company’s affairs and its
performances.

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

The Board provides the General Management with
invaluable support for strategic decision-making through its
reflections and the impetus it provides. The Chairman and
Chief Executive Officer conducts the Board’s work in order
to obtain this adherence to strategy 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 to lead the debates
and encourage discussions on the Board of Directors. The
Board may meet at any time if required by current events. It
may also decide fo organise meetings without the
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presence of corporate executfive officers (executfive
sessions).

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.

Attentive management of conflicts of
interest

The Directors have to act in all circumstances in the inferest
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 evenf, 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 to the
good balance of powers and are a point to which the
Board of Directors pays particular attention.

All the Committees include a large number of 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 Directors representing the employees 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 to the Board
of Directors, prepare for its meetings and make proposals to
the Board.

Within the context of the review of its activities at the end of
2019, the Board once again highlighted the quality of the
work and recommendations of its committees, which
helped it to 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 2019, the Board of Directors confirmed that the
current mode of governance was well-balonced 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 appointfment 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 Internal Rules reaffirming the
guiding principles of its remit and the means aft its 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, etc.).

They are updated by the Board in order to take account of
the changes in the laws and regulations, good corporate
governance practices and its own modus operandi,
particularly within the scope of the annual evaluation of its
work. The latest updates to the Internal Rules were made on
05 December 2019. They concern the general powers of
the Board of Directors and the remit of the Appointfments
and Governance Committee, following the entry into force
of the PACTE law. The Internal Rules are published in full in
this chapter.

The composition of the Board of L'Oréal, the rules it applies to The Board wishes to point out that it carries out its work above
its work, its modus operandi, and the work that it has carried all on a collective basis, in accordance with ethical principles
out in the year, evaluated on an annual basis by the Directors, and in  compliaonce with regulations and  market
as well as the decisions made, are described in sections 2.2 recommendations.

and 2.3 below.
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2.2. COMPOSITION OF THE BOARD OF DIRECTORS
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**Mr Paul Bulcke was a Director at L'Oréal from 2012 to June 2014 and has been again since 2017.

***Excluding Directors representing the employees.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 53




CORPORATE GOVERNANCE

Composition of the Board of Directors

2.2.1. Guiding principles

2.2.1.1. Balance in the composition of the
Board of Directors

At 31 December 2019, the Board of Directors comprised 15
members:

e the Chairman and Chief Executive Officer, Mr Jean-

Paul Agon;

e three Directors from the Bettencourt Meyers family, which
owns 33.27% of the share capital: Ms Francoise Bettencourt
Meyers, Mr Jean-Pierre Meyers (Vice-Chairman of the Board
of Directors) and Mr Jean-Victor Meyers;

e two Directors from Nestlé, which owns 23.27% of the share
capital: Mr Paul Bulcke (Vice-Chairman of the Board of
Directors) and Ms Béatrice Guillaume-Grabisch;

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

e fwo  Directors representing the  employees: Ms
Ana Sofia Amaral and Mr Georges Liarokapis.

An elected representative of the Central Social and Economic
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
2019 is shown in chapter 7 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 attentive to maintaining a balance between
Directors with historical knowledge of the Company and
Directors who have joined the Board more recently.

| SUMMARY TABLE OF THE DIVERSITY POLICY APPLIED TO THE BOARD OF DIRECTORS:

Policy and objectives

Means of implementation and outcomes
achieved in 2019

Age and seniority

of Directors compliance with the Internal Rules:

Search for generational balance beyond

Directors are aged between 33 and 73, with an
average age of 58.

The Board considers that its composition is balanced,

Gender balance
Representation of
men and women

e no more than one-third of directors aged over 70,

e in principle, it is agreed that Directors must resign
from the Board before the Annual General
Meeting following their 73rd birthday.

Other than the age of Directors, search for

balanced distribution in terms 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 to maintain gender balance of around 50%
on the Board.

Gender balance in the Committees.

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

The Board considers that the proportion of 54% of
female Directors represents a 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
Remuneratfion Committee).

Nationalities
International
profiles

Recruitment of international profiles:

e search for directors of foreign nationality
or infernational culture,

e and/or having internatfional experience
in L’Oréal’s strategic markets.

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.

Qualifications
and professional
experience

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.

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

(see next page)
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| SUMMARY OF RESULTS OBTAINED DURING THE 2019 FINANCIAL YEAR:

BREAKDOWN BY AGE ‘ SENIORITY IN OFFICE ‘ BREAKDOWN BY GENDER

13%
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26%
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27% 54%
12 years and more Women
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50 to 60 years

40%
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7%

/40 to 50 years
7%

33% 46%

=
=
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Under 40 years 1to 4 years Men
| QUALIFICATIONS AND PROFESSIONAL EXPERIENCE OF THE DIRECTORS:
Skills base and shared expertise
All L’Oréall Directors provide the Board of Directors with:
e Good judgement e A sense of innovation and entrepreneurship
e Ethics e |nfernational experience
e Concern for the infterests of the Company e Experience of the functioning of Governance bodies

Strategic vision

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:

labour relations, cosmetic industry
sustainable development, and of L'Oréal

HR, * * Knowledge of
societal commitment

General
management
experience
) in infernational
Industrial companies
expertise/ =
Research/
Innovation
——
Digital/
New technologies/ Knowledge

e-commerce/ of consumers

Retail

Financial
expertise

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.
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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 Committees. With a
particular focus on their extensive 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 Instance
Européenne de Dialogue Social/lEuropean 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 trade union in L'Oréal for France. He holds
the duties of Coordinator of Sustainability for L'Oréal Western
Europe.

Both were appointed in 2014 and again in 2018 for a second
four-year term. They both resigned from their duties as
employee representatives before joining the Board of Directors
in 2014.

As soon as they took 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 infended to perfect
their knowledge of the Company’s organisation and activities,
which involved in particular individual interviews with the
Group’s main senior managers. Since then, they have been
receiving fraining seminars each year in line with their term of
office. In 2019, they both followed the “Company Director”
certification developed by the IFA (French Institute of
Directors) and SciencesPo.

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 remuneration in respect of their ferm of office
according to 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 aftention 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 to 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 maintain 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:

e 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;

e 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 currently or
having performed such duties within the last five years) holds
an office as Director;

e 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;

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

e the memiber must not have been the Company’s Statutory
Auditor over the five previous years;

e the member must not have been a Director of the
Company for more than twelve years.
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At its meeting on 6 February 2020, 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
Ms Fabienne Dulac 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 06
February 2020, 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 (durafion and continuity,
importance of the business relationship for L'Oréal and the Director, and organisation of the relationship). Ms Eileen
Naughton’s situation was closely scrutinised.

Concerning the relations 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 total purchases by the L'Oréal
Group or in terms 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 relatfions with Google are therefore unlikely to affect Ms Naughton'’s independence.

(2) Based on the work conducted by the Appointfments 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 took intfo account the objectivity that this latter has always shown at the time of
the debates and decisions of the Board, and his ability to 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 international 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 qualities, combined with a deep understanding of the Group, enable him 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 confinuity 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 to automatically lose his status as independent Director.

It is stated that Ms Eileen Naughton and Mr Bernard Kasriel have informed the Board of Directors that they do not wish to
request the renewal of their terms of office, which expire at the end of the Annual General Meeting of 21 April 2020.

In summary, on 31 December 2019, 7 members of the Board of 2.2.1.5. Responsible Directors
Directors out of 13 (excluding the Directors representing the
employees) qualify as independent (i.e. 53.8% of the Board
of 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

e Ms Sophie Bellon Code, the Directors are subject to compliance with the rules in
e Mr Patrice Caine force with regard to conflicts of interest and stock market
ethics.

e Ms Fabienne Dulac

e Ms Belén Garijo

o Mr Bernard Kasriol Handling of conflicts of interest

Concerning the potential conflicts between the duties of
Directors and their private interests, which are to be reported
pursuant to Delegated European Regulation No. 2019/980
supplementing Regulation No. 2017/1129 and known as

e Ms Virginie Morgon
e Ms Eileen Naughton
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“Prospectus 3, each Director prepares a report each year
about any potential conflicts of inferest between his or her
duties to L’Oréal and his or her private interests or other duties,
specifically with regard to his or her other offices and positions.
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, “the Directors are obliged to notify the
Board of any situation that may constitute a conflict of interest,
even if such conflict is only potential, and must refrain from
participating in the corresponding deliberations”.

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 1 of Delegated European
Regulation No. 2019/980 set out hereafter contains additional
details in this respect.

Information relating to corporate officers
pursuant to Annex 1 of Delegated European
Regulation No. 2019/980

Family links existing between corporate officers
(Article 12.1 of the Annex)

Ms Francgoise Bettencourt Meyers is the wife of Mr Jean-Pierre
Meyers 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.

Absence of any conviction or incrimination on
the part of the corporate officers (Article 12.1 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 12.2 and 16.3 of the Annex)

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

Regarding any arrangement or agreement entered info with
the major shareholders, customers, suppliers, or others, under
which a Director was selected as a member of the Board of
Directors, an agreement between the Bettencourt Meyers

family and Nestlé S.A., which expired on 21 March 2018,
concerned the reciprocal voting commitment in favour of the
appointment as Directors of three members proposed by the
Beftencourt Meyers family and two members proposed by
Nestlé (see also Section 7.3.5. “Shareholders’ agreements
relating to equity shares in the Company”).

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 Board of Directors accordingly.

Information on service contracts with members
of the administrative bodies (Article 12.2 of the
Annex)

No corporate officers or Directors have a service contract with
L'Oréal or any of its subsidiaries providing for the granting of
benefits upon tfermination of such contract.

Stock market ethics

The Board noted the rules to be applied to prevent insider
tfrading, in particular those resulting from European Regulation
(EU) No. 596/2014 on Market Abuse which became applicable
on 3 July 2016, and the recommendations of the French
financial markets authority (AMF), in particular regarding the
periods during which it is prohibited from trading in shares. It
decided to amend ifs Internal Rules accordingly.

On the basis of the legal provisions, regulations and market
recommendations, L'Oréal’s Stock Market Code of Ethics
points out that inside information must only be passed on and
used for professional purposes.

Inside information is precise information of a non-public nature,
which, if made public, could have a significant influence on
the share price. Such inside information may fall intfo one of
three categories: strategic, linked to the definition and
application of the Group’s development policy; recurring,
linked fo the annual schedule for production and publication
of annual and interim financial statements, regular releases or
periodic meetings devoted to financial information;
exceptional, linked to a specific programme, project or
financial fransaction.

The Stock Market Code of Ethics states that any person in
possession of inside informatfion must proceed with the
greatest caution when frading in or enabling others to frade in
L’Oréal shares, and emphasises that any misconduct in this
area may result in criminal proceedings. The Internal Rules of
the Board specifically ask Directors o refrain from tfrading in
L’Oréal shares precisely in certain periods and when they have
access to inside information.

Lastly, Directors are required to notify the AMF of each
transaction carried out by them or by persons closely affiliated
with them related to L'Oréal shares. The Company periodically
reminds them of this obligation (see section 2.6. "Summary of
frading in L’Oréal shares by executive officers in 2019” of this
document).
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2.2.2. List of corporate offices and directorships of the Directors exercised at
31 December 2019

JEAN-PAUL AGON

French

Age: 63

Joined the L'Oréal Group in 1978. Following an international career as Chief Executive Officer of the Consumer Products
Division in Greece and of L'Oréal Paris in France, International Managing Director of Biotherm, Chief Executive Officer of
L'Oréal Germany, Chief Executive Officer of the Asia Zone, Chairman and Chief Executive Officer of L'Oréal USA, Jean-Paul
Agon was appointed as Deputy Chief Executive Officer of L'Oréal in 2005, and then Chief Executive Officer in April 2006
and finally Chairman and Chief Executive Officer in 2011. A Director of L'Oréal since 2006, he is also the Chairman of the
Strategy and Sustainable Development Committee. Jean-Paul Agon is also the Chairman of the L'Oréal Corporate
Foundation and Director of Air Liquide.

EXPIRY DATE OF TERM OF OFFICE: 2022

e Professional address: L'Oréal - 41, rue Martre - 92117 Clichy Cedex - France
e Holds 1,186,432 L'Oréal shares

OTHER CURRENT OFFICES AND POSITIONS
French company

Air Liquide S.A. * Director

Others

L'Oréal Corporate Foundation Chairman of the Board
Raisesherpas Director

French Association of Private Enterprises (AFEP) Director

French Institute of International Relations (IFRI) Director

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None

* Listed company.

FRANCOISE BETTENCOURT MEYERS

French

Age: 66

Daughter of Liliane Bettencourt and granddaughter of the founder of L'Oréal, Eugéne Schueller, Frangoise Bettencourt
Meyers has been the Chairwoman of the family-owned holding company Téthys since 31 January 2012, and is the
Chairwoman of the Supervisory Board of the investment subsidiary Téthys Invest, Chairwoman of the Bettencourt Schueller
Foundation and Honorary Chairwoman of the Pour I’Audition Foundation. Francoise Bettencourt Meyers has been a
Director of L'Oréal since 1997 and a member of the Strategy and Sustainable Development Committee since 2012.

EXPIRY DATE OF TERM OF OFFICE: 2021

e Professional address: Téthys - 27-29, rue des Poissonniers - 92200 Neuilly-sur-Seine - France
e Holds 33,182,455 L'Oréal shares

OTHER CURRENT OFFICES AND POSITIONS

French companies

Téthys SAS Chairwoman
Chairwoman of the Supervisory Board
Téthys Invest SAS Chairwoman of the Supervisory Board
Financiére I'Arcouest SAS Chairwoman
Société Immobiliére Sebor SAS Chairwoman
Others
Bettencourt Schueller Foundation Chairwoman of the Board of Directors
Pour I’ Audition Foundation Honorary Chairwoman and member of the Board of Directors
CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED
None
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PAUL BULCKE

Belgian and Swiss

Age: 65

Chairman of the Board of Directors of Nestlé. Paul Bulcke was a Director at L'Oréal from 2012 to June 2014 and has been
back in that position since 2017. Paul Bulcke is the Vice-Chairman of the Board of Directors, and is a member of the Strategy
and Sustainable Development Committee, the Appointments and Governance Committee, and the Human Resources
and Remuneration Committee. He is also a Director of Roche Holding (Switzerland).

EXPIRY DATE OF TERM OF OFFICE: 2021

e Professional address: Nestlé - Avenue Nestlé, 55 - CH 1800 Vevey - Switzerland
e Holds 3,000 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Nestlé S.A. (Switzerland) * Chairman of the Board

OTHER CURRENT OFFICES AND POSITIONS

Foreign company

Roche Holding Ltd (Switzerland)* Member of the Board of Directors

Others

2030 Water Resources Group (WRG) Co-Chair

JP Morgan International Council Member

Avenir Suisse Foundation (Switzerland) Member of the Board

World Economic Forum (WEF) Member Community of Chairpersons

European Round Table for Industry (Belgium) Member

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE

Foreign companies

Nestlé Health Science S.A. in Lutry (Switzerland) Member of the Strategic Advisory Board 2017
Nestlé Skin Health S.A. (Switzerland) Member of the Strategic Advisory Board 2017
Cereal Partners Worldwide (Switzerland) Co-Chairman of the Supervisory Board 2016
Nestlé S.A. (Switzerland) Deputy Director 2016
Others

Consumer Goods Forum Member of the Board of Directors and 2017

member of the Governance Committee

* Listed companies.
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JEAN-PIERRE MEYERS

French

Age: 71

M. Jean-Pierre Meyers has been a Director of L'Oréal since 1987, Vice-Chairman of the Board of Directors since 1994, and is
a member of the Strategy and Sustainable Development Committee, the Appointments and Governance Committee and
the Human Resources and Remuneration Committee. Jean-Pierre Meyers is Vice-Chairman of the Supervisory Board and
Chief Executive Officer of the family-owned holding company Téthys, Chairman of the investment subsidiary Téthys Invest,
Vice-Chairman of the Bettencourt Schueller Foundation and President of the Pour I’Audition Foundation.

EXPIRY DATE OF TERM OF OFFICE: 2020

o Professional address: Téthys - 27-29, rue des Poissonniers - 92200 Neuilly-sur-Seine - France
e Holds 15,332 L'Oréal shares

OTHER CURRENT OFFICES AND POSITIONS

French companies

Téthys SAS Vice-Chairman of the Supervisory Board
Chief Executive Officer
Téthys Invest SAS Chairman and member of the Supervisory Board
Soposa SAS Chairman
Others
Bettencourt Schueller Foundation Vice-Chairman of the Board of Directors
Pour I’Audition Foundation Chairman and member of the Board of Directors

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None

ANA SOFIA AMARAL

Portuguese
Age: 54
Scientific and Technical Affairs Director for L'Oréal Portugal. Ana Sofia Amaral was appointed in 2014 by L'Oréal’s Instance

Européenne de Dialogue Social (European Works Council) as a Director representing the employees; her tenure was
renewed for a period of four years in 2018. She is a member of the Human Resources and Remuneration Committee.

EXPIRY DATE OF TERM OF OFFICE: 2022

e Professional address: Rua Dr Antdnio Loureiro Borges, Edificio 7 - Arquiparque - Miraflores - 2796-959 Linda A Velha - Portugal

OTHER CURRENT OFFICES AND POSITIONS

Foreign companies

EMBOPAR Embalagens de Portugal SGPS Permanent representative of L'Oréal Portugal on the Board of Directors
S.A. Member of the Remuneration Commission
Sociedade Ponto Verde Director

Member of the Remuneration Commission

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None
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SOPHIE BELLON

French
Age: 58
Chairwoman of the Board of Directors of Sodexo. After a career in finance in the United States, she joined Sodexo in 1994,
where she held a variety of positions, including as the Country Manager for the Business Division in France then as R&D and
Innovation Strategy Manager. Sophie Bellon has been a Director of L'Oréal since 2015. She is the Chairwoman of the

Appointments and Governance Committee, the Human Resources and Remuneration Committee, and a member of the
Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2023

* Professional address: Sodexo - 255 Quai de la Bataille de Stalingrad - 92130 Issy-Les-Moulineaux - France
e Holds 1,043 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Sodexo* Chairwoman of the Board of Directors

OTHER CURRENT OFFICES AND POSITIONS

French companies

Bellon S.A. ¢ Member of the Management Board

PB Holding SAS ® Chairwoman

Others

French Association of Private Enterprises (AFEP) Member of the Board of Directors

French Association of Joint Stock Companies (ANSA) Member of the Board of Directors

France-China Committee (CPC) Member of the Board of Directors

United Way Alliance (UWA) Member of the Board of Directors

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE

French companies

Sodexo Vice-Chairwoman of the Board of Directors 2016
In charge of Research-Development-
Innovation Strategy

Bellon S.A. Chairwoman of the Management Board 2015
Others

Pierre Bellon Foundation Founding Member 2018
SWIFT (Sodexo Women'’s International Forum for Talent) Co-Chair 2018
* Listed company.

S Sodexo group companies.
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PATRICE CAINE

French

Age: 49

Chairman and Chief Executive Officer of Thales Group since December 2014, after holding management positions in
various operating units (Aviation and Naval, Communications, Navigation and Identification, Air Systems, Radio-
Communication Products, Network and Infrastructure Systems, and Protection Systems) from 2002 to 2013. Patrice Caine has
been a Director of L’Oréal since April 2018, and is a member of the Appointments and Governance Committee.

EXPIRY DATE OF TERM OF OFFICE: 2022

e Professional address: Thales - Tour Carpe Diem - 31 place des Corolles - 92098 Paris La Défense Cedex - France
e Holds 1,000 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Thales * Chairman and Chief Executive Officer

OTHER CURRENT OFFICES AND POSITIONS

French company

Naval Group (ex-DCNS) Director

Others

National Association for Research and Chairman

Technology (ANRT)

France Industrie (le Cercle de I'Industrie et le Director

Groupe des Fédérations Industrielles)

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE
Others

Ecole des Mines de Paris Director 2016

* Listed company.

FABIENNE DULAC

French

Age: 52

Chairwoman and Chief Executive Officer of Orange France and Deputy Chief Executive Officer of the Orange Group,
which she joined in 1997. She has held various positions in marketing, business development, communications and digital.
She joined the Executive Committee of the Orange Group in 2015 as Executive Director of Orange France. She is also a
Director of Orange Bank and Willa (an incubator dedicated to Female entrepreneurship). Fabienne Dulac has been a
Director of L'Oréal since April 2019 and is a member of the Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2023

* Professional address: Orange - 1 avenue Nelson Mandela 94745 Arcueil Cedex - France
* Holds 500 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L’OREAL

Orange* Deputy Chief Executive Officer

OTHER CURRENT OFFICES AND POSITIONS

French companies

Orange France © Chairwoman and Chief Executive Officer
Orange Bank © Member of the Board of Directors
Francaise des Jeux* Director

Others

Willa Member of the Board of Directors

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None

* Listed companies
© Orange Group companies
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BELEN GARIJO

Spanish
Age: 59
Chairwoman and Chief Executive Officer of Merck Healthcare, a company bringing together the pharmaceutical
businesses of German group Merck, and a member of the Merck group’s Executive Committee. Belén Garijo has been a

Director of L'Oréal since 2014 and is a member of the Human Resources and Remuneration Committee. She is also a
Director of BBVA (Spain).

EXPIRY DATE OF TERM OF OFFICE: 2022

e Professional address: Merck KGAA - Frankfurter STR 250 Postcode F131/314 - 64293 Darmstadt - Germany
e Holds 1,000 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Merck Healthcare (Germany) Chairwoman and Chief Executive Officer

OTHER CORPORATE OFFICES AND DIRECTORSHIPS HELD

Foreign company

BBVA* (Spain) Director

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None

* Listed company.

BEATRICE GUILLAUME-GRABISCH

French

Age: 55

Executive Vice-President Human Resources and Business Services of Nestlé Group, which she joined in 2013. She was
formerly Chief Executive Officer of Nestlé Germany after a career in various consumer goods groups (Colgate-Paimolive,
Beiersdorf, Johnson & Johnson, L'Oréal, Coca-Cola). Béatrice Guillaume-Grabisch has been a Director of L'Oréal since 2016
and is a member of the Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2020

e Professional address: Nestlé - Avenue Nestlé, 55 - CH 1800 Vevey - Switzerland
e Holds 1,400 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Nestlé S.A. (Switzerland) * Executive Vice-President Human Resources and Business Services

OTHER CORPORATE OFFICES AND DIRECTORSHIPS HELD

Other

GS1 Director

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE

Foreign companies

Nestlé (Germany) Chief Executive Officer 2019
Henkel (Germany) Director 2016
Other

MarkenVerband/Brand producers’ association (Germany) Member of the Management Board 2019

* Listed company.
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BERNARD KASRIEL

French

Age: 73

A former Chief Executive Officer of Lafarge, Bernard Kasriel has been a Director of L'Oréal since 2004, and is a member of
the Strategy and Sustainable Development Committee.

EXPIRY DATE OF TERM OF OFFICE: 2020

e Professional address: 1, rue Saint-James - 92200 Neuilly-sur-Seine - France
e Holds 1,525 L'Oréal shares

OTHER CORPORATE OFFICES AND DIRECTORSHIPS
HELD

None

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE

French company

Arkema S.A. Director 2017

Foreign company

Nucor (United States) Director 2018

GEORGES LIAROKAPIS

French and Greek

Age: 57

Coordinator of Sustainability for L'Oréal Western Europe. Georges Liarokapis was appointed by the CFE-CGC union as a
Director representing the employees in 2014; his tenure was then renewed for a period of four years in 2018. He is a member
of the Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2022

e Professional address: 41, rue Martre - 92117 Clichy Cedex - France

OTHER CORPORATE OFFICES AND DIRECTORSHIPS HELD

None

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None
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JEAN-VICTOR MEYERS

French
Age: 33
A member of the Supervisory Board of the family-owned holding company Téthys since January 2011 and a member of the

Supervisory Committee of the investment subsidiary Téthys Invest and Chairman of Exemplaire and Constantine Capital,
Jean-Victor Meyers has been a Director of L'Oréal since 2012 and is a member of the Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2020

e Professional address: Téthys - 27-29, rue des Poissonniers - 92200 Neuilly-sur-Seine - France
e Holds 1,500 L'Oréal shares

OTHER CURRENT OFFICES AND POSITIONS

French companies

Téthys SAS Member of the Supervisory Board
Téthys Invest SAS Member of the Supervisory Board
Exemplaire SAS Chairman
Constantine Capital SAS Chairman

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

None
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VIRGINIE MORGON

French
Age: 50
Chairwoman of the Management Board of Eurazeo, which she joined in 2008 after working for sixteen years at Lazard, as

well as Chairwoman of Eurazeo North America Inc. (USA). She is also Co-Chair of the Paris Committee of Human Rights
Watch. Virginie Morgon has been a Director of L'Oréal since 2013 and is the Chairwoman of the Audit Committee.

EXPIRY DATE OF TERM OF OFFICE: 2021

e Professional address: 745 Fifth Avenue, New York, NY 10151 - United States of America
e Holds 1,745 L'Oréal shares

MAIN CORPORATE OFFICE HELD OUTSIDE L'OREAL

Eurazeo* ¢ Chairwoman of the Management Board

OTHER CURRENT OFFICES AND POSITIONS

French company

Idinvest Partners Chairwoman of the Supervisory Board

Foreign companies

Alpine Newco Inc. (US) £ Chief Executive Officer/Chairwoman

Eurazeo North America Inc. (US) £ Chairwoman

Moncler SpA (Italy) * Member of the Board of Directors

Others

Human Rights Watch Co-Chair of the Paris Committee

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED EXPIRY DATE OF TERM OF OFFICE

French companies

Eurazeo Chief Executive Officer 2018

Asmodee Holding Chairwoman of the Supervisory Board 2018

Eurazeo PME Chairwoman of the Supervisory Board 2018

Grandir (Les Petits Chaperons Rouges investment) Member of the Supervisory Board 2018

CPK Vice-Chairwoman of the Supervisory 2018
Committee

Vivendi Member of the Supervisory Board 2018

Legendre Holding 43 (People Doc investment) Chairwoman 2017

Legendre Holding 44 (Investissement Finfrax) Chairwoman 2017

Legendre Holding 47 (Investissesment Les Petits Chaperons Chairwoman 2017

Rouges)

AccorHotels Director 2016

Elis Member of the Supervisory Board 2016

LH APCOA Chief Executive Officer 2016

Legendre Holding 45 Chairwoman 2016

Legendre Holding 46 Chairwoman 2016

Elis Chairwoman of the Supervisory Board 2015

Foreign companies

Moncler SpA (Italy) Vice-Chairwoman of the Board of 2019
Directors
Abasic SL (Spain) Director 2018
Open Road Parent LLC (US) Member of the Board of Directors 2018
Trader Interactive LLC (US) Member of the Board of Directors 2018
APCOA Group GmbH (Germany) Managing Director 2016
Broletto 1 Srl (Italy) Chairwoman of the Board of Directors 2015
Euraleo Srl (Italy) Managing Director 2015

* Listed companies
E Subsidiiaries or investments of Eurazeo (whether alone or in concert)
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EILEEN NAUGHTON

American
Age: 62
Vice-President People Operations at Google, which she joined in 2006 after holding various responsibilities with Time Warner,

including the position of Chairwoman of Time Group from 2002 fo 2005. She has been a Director of L’Oréal since 2016 and
is a member of the Human Resources and Remuneration Committee.

EXPIRY DATE OF TERM OF OFFICE: 2020

e Professional address: Google Inc. - 1600 Amphitheatre Parkway, Mountain View, CA 94043 - United States
e Holds 1,000 L'Oréal shares in the form of ADRs (American Depositary Receipts)

MAIN CORPORATE OFFICE HELD OUTSIDE L’OREAL

Google Inc. (US)

Vice-President, People Operations

CORPORATE OFFICES AND DIRECTORSHIP OVER THE LAST FIVE YEARS THAT HAVE EXPIRED

EXPIRY DATE OF TERM OF OFFICE

Foreign company

Google UK & Ireland

Vice-President Managing Director 2016

2.2.3. Changes in corporate offices
and directorships of the
Directors

Changes in 2019

e Renewal of the term of office of Ms Sophie Bellon

The Annual General Meeting of 18 April 2019 renewed
Ms Sophie Bellon’s term of office as Director for a four-year
period.

e Resignation of Mr Axel Dumas from his position as Director

The Board of Directors’ meeting on 18 April 2019 noted the
resignation of Mr Axel Dumas from his position as Director of
L'Oréal due to the announcement by Hermés of a project to
launch a line of cosmetics, which could create a potential
conflict of interests. The term of Mr Dumas, appointed as
Director in 2018, ended on 15 April 2019.

e Appointment of a new Director: Ms Fabienne Dulac

The Annual General Meeting of 18 April 2019 appointed Ms
Fabienne Dulac as Director for a four-year period.

Changes scheduled in 2020

Non-renewal of Directors whose terms are
expiring

e The term of office of Mr Jean-Pierre Meyers, a director of
L'Oréal since 1987, Vice-Chairman of the Board of Directors
since 1994, and a member of the Strategy and Sustainable
Development, Human Resources and Remuneration, and
Appointments and Governance Committees, expires at the
end of this Annual General Meeting.

Mr Jean-Pierre Meyers informed the Board that he would not
request the renewal of his term of office as Director, stating
that the time seemed appropriate for him after 33 years of
exercising his role to encourage the continuation of family
succession, emphasising the deep and long-lasting
attachment of the Bettencourt Meyers family to L'Oréal. Mr
Jean-Paul Agon, on behalf of the Board of Directors, warmly
thanked Mr Jean-Pierre Meyers for his major contribution to
the work of the Board and its Committees over the course of
these years. He particularly commended his deep
understanding of the Company, his ongoing concern for
preserving its values, his stringency in terms of governance
and the support that he has contributed to the Group's
intfernational development and success.

Mr Bernard Kasriel, Director of L'Oréal since 2004 and
member of the Strategy and Sustainable Development
Committee, informed the Board of Directors that he did not
wish to request the renewal of his ferm of office. The Board
was anxious to express to Mr Bernard Kasriel its recognition
for the quality of his contribution during this 16-year tferm of
office. He brought to the Board his experience as a director
of a major international industrial group. The Board thanks Mr
Kasriel for his commitment, his great freedom of judgement
and his contribution of proposals for the work of the various
Committees of which he has been a member or Chairman.

The term of office of Ms Eileen Naughton, Director of L'Oréal
since 2016 and member of the Human Resources and
Remuneration Committee, expires in 2020. Ms Naughton
informed the Board of Directors that she was not seeking to
renew her term of office. The Board thanked Ms Eileen
Naughton for taking part in the Board’s debates and for the
work of the Committee of which she was a member.
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Appointment of two new Directors:
Mr Nicolas Meyers and Ms Ilham Kadri

e Appointment of Mr Nicolas Meyers as Director

Following the proposal made by the Appointfments and
Governance Committee, the Board of Directors submitted the
appointment of Mr Nicolas Meyers, as Director, for a period of
four years, to the Annual General Meeting.

Mr Nicolas Meyers, 32, studied Communications in Brussels,
then at the Insfitut des Hautes Etudes pour I'lnnovation et
I’Entrepreneuriat (IHEIE). As part of his varied professional
experience, he spent several months in Divisions of the L'Oréal
Group, both in France and abroad (United Kingdom, USA,
Canada, India, Japan). After his first business experience with
Christie’s in London in 2009, he held the position of e-
commerce and Social Media Manager at SwaftchGroup
France from 2011 to 2014. In 2017, he was an analyst with
McKinsey.

He has been a member of the Supervisory Committee of the
family holding company Téthys since 2011 and Téthys Invest
since 2016. He has also been a director of the Bettencourt
Schueller Foundation since 2012.

Mr Nicolas Meyers will bring the Board of Directors his
knowledge of L'Oréal and his deep commitment to the
company, his strong interest in new technologies and his
infernational experience.

e Appointment of Ms llham Kadri as Director

Following the proposal made by the Appointments and
Governance Committee, the Board of Directors submitted the
appointment of Ms llham Kadri, as Director, for a period of four
years, to the Annual General Meeting.

Ms Ilham Kadr, 51, holds dual French and Moroccan
nationality and has a PhD in Macromolecular Physical-
Chemistry. She has been Chairwoman of the Executive
committee and CEO of Solvay since March 2019, before which
she had been CEO and Chairwoman of the American
company Diversey since 2013. Ms Kadri has international
professional experience, which she acquired in leading
industrial companies (Shell, UCB, Dow, Sealed Air...), where she
performed roles in research & development, sales, marketing,
strategy, business management and digital technology.

Ms Kadri is very committed to diversity and inclusion, through
mentoring young women and promoting their leadership in
science.

She will notably bring to the L'Oréal Board of Directors her
knowledge of industrial challenges, her diversified and
intfernational experience acquired in the United States, Europe,
the Middle East, Africa and Asia, and her strategic vision
focused on innovation.

CORPORATE GOVERNANCE

Composition of the Board of Directors

Renewal of the term of office of two Directors:
Ms Béatrice Guillaume-Grabisch
and Mr Jean-Victor Meyers

e Renewal of the term of office of Ms Béatrice Guillaume-
Grabisch as Director

As the term of office of Ms Béatrice Guillaume-Grabisch
expires in 2020, her renewal for a term of four years is submitted
to the Annual General Meeting.

Ms Béatrice Guillaume-Grabisch has been a Director at
L'Oréal since 2016 and a member of the Audit Committee
since that date.

Since 2019, Ms Béatrice Guillaume-Grabisch has been Chief
Executive Officer of Human Resources and Business Services of
Nestlé Group, which she joined in 2013. She was formerly Chief
Executive Officer of Nestlé Germany after a career in various
consumer goods groups (Colgate-Palmolive, Beiersdorf,
Johnson & Johnson, L'Oréal, Coca-Cola).

Ms Guillaume-Grabisch is deeply committed to the work of the
Audit Committee and the Board of Directors, to which she
brings her experience in marketing and general management
in the consumer goods sector, as well as her skills in Human
Resources management.

Over the four years of her term of office as Director, Ms
Guillaume-Grabisch’s attendance rate has been 100% at the
meetings of the Board of Directors and the Audit Committee
of which she is a member.

e Renewal of the term of office of Mr Jean-Victor Meyers as
Director

As the term of office of Mr Jean-Victor Meyers as Director is
due to expire in 2020, the renewal of his ferm of office for four
years is suomitted to the Annual General Meeting.

Mr Jean-Victor Meyers has been a Director of L'Oréal since
2012 and a member of the Audit Committee since 2014.

Mr Jean-Victor Meyers has been a member of the Supervisory
Board of the family-owned holding company Téthys since
January 2011. He is the Chairman of the Exemplaire and
Constantine Capital companies.

He brings to the Board his in-depth knowledge of L'Oréal and
his strong attachment to the company, his experience in luxury
businesses and his entrepreneurial vision.

Over the four years of his term of office as Director, the
attendance of Mr Jean-Victor Meyers at meetings of the
Board of Directors and of the Committee on which he serves
has been 100%.
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2.3.
OF DIRECTORS

2.3.1. General information on the
meetings of the Board of
Directors and its Committees
in 2019

In 2019, the Board met 7 times.

Four Committees prepare for the discussions and deliberations
by the Board. 21 meetings were held in 2019: 6 for the Strategy
and Sustainable Development Committee, 4 for the Audit
Committee, 6 for the Appointments and Governance
Committee, and & for the Human Resources and
Remuneration Committee.

The Directors can propose any subject that is appropriate for
good governance for inclusion on the agenda for the work by
the Board and its Committees with complete independence.
L'Oréal’s Directors are regularly informed of all the Company’s
activities and its performances in a highly competitive
universe.

Board meetings are generally held in the presence of senior
managers of the Company invited to aftend on the basis of
topical developments at L'Oréal and many aspects of its
strategy. In an open, constructive dialogue, exchanges of
views, in confidence, contribute to the quality of the Directors’
work. The discussions on the Board, encouraged by the
Chairman, take place fransparently and in great detail.

ORGANISATION AND MODUS OPERANDI OF THE BOARD

Executive sessions

The Directors meet at least once a year without the presence
of the executive officer, the Directors representing the
employees or any other Group employee (Article 4.2 of the
Internal Rules). Two executive sessions were held in 2019.

The Audit Committee also meets twice a year in the presence
of the Statutory Auditors and in the absence of any
representative from Management, at the end of the meetings
dedicated to reviewing the annual and interim financial
statements. These two meetings were held on 7 February and
30 July 2019.

Attendance rate

The preparation and holding of the meetings of the Board of
Directors and its Committees require significant availability and
investment by the Directors.

In 2019, the attendance rate at Board meetings was 96% on
average. The individual aftendance rate at Board and
Committee meetings is specified below.

The allocation of directors’ fees, based on the rate of
attendance by each member at Board meetings and
meetings of the various Committees, is described in section 2.4
of this document.

| INDIVIDUAL ATTENDANCE RATES OF DIRECTORS IN 2019 AT BOARD AND COMMITTEE MEETINGS

Strategy and
Sustainable Appointments and Human Resources
Development Governance and Remuneration
Board of Directors Committee Audit Committee Committee Committee
Jean-Paul Agon 100% 100%
Francoise Bettencourt Meyers 100% 100%
Paul Bulcke 100% 100% 100% 100%
Jean-Pierre Meyers 100% 100% 100% 100%
Ana Sofia Amaral 100% 100%
Sophie Bellon 100% 100% 100% 100%
Patrice Caine 100% 100%
Fabienne Dulac (from 18/04/2019) 80% 67%
Belén Garijo 86% 100%
Béatrice Guillaume-Grabisch 100% 100%
Bernard Kasriel 100% 100%
Georges Liarokapis 100% 100%
Jean-Victor Meyers 100% 100%
Virginie Morgon 100% 100%
Eileen Naughton 71% 60%
2019 AVERAGE 96% 100% 95% 100% 93%
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2.3.2. Activities of the Board
of Directors

2.3.2.1. Main Remits and Internal Rules

The Directors oversee the Group’s economic and financial
management and contribute to defining its strategy. They
examine and approve the main lines of action adopted by
the General Management, which implements them.

In this connection, the Board seeks on an ongoing basis to
adopt a modus operandi which, while strictly complying with
the law, assures the conditions of good corporate
governance.

The Board’s work is based on Internal Rules, regularly updated,
designed to supplement the legal, regulatory and statutory
rules and the market recommendations to which the Board
refers. The Internal Rules are made public in full in this
document and published on L’Oréal’s welbsite.

The Board’s debates and decisions are assisted by the work
performed by its Committees, which report to it after each of
their meetings. The Board ensures that all of the fopics within its
remit are thoroughly investigated by the Committees in
charge of those issues. In 2019, the subjects of sustainable
development, diversity, and gender balance, as well as
succession plans, were reviewed by the Committees in order
to report quality information to the Board with which to inform
its decisions. Details on the activity of these Committees
appear in section 2.3.3.

2.3.2.2. The Board’s work in 2019

In 2019, the Board of Directors met seven times. The Directors
also participated in a strategy seminar devoted to “Beauty in
2030".

The work and agendas were prepared so as to cover all of the
subjects within  the Board’s remit and to meet the
expectations expressed by the Directors in the annual
evaluation of the modus operandi of the Board.

The Board is consistently informed of the work of the various
Committees by each Chairperson and bases its decisions on
their recommendations.

In 2019, the Board’s activity was mainly focused on the
following areas:

Cor porate governance

In 2019, the Board of Directors deliberated on its composition,
taking diversity info consideration in terms of gender, skills, and
expertise (see section 2.2.1.2.). At the Annual General Meeting
of 18 April 2019, it proposed to renew the term of office of Ms
Sophie Bellon, Chairwoman of the Board of Directors of
Sodexo, as well as the appointment of Ms Fabienne Dulac,
Chairwoman and Chief Executive Officer of Orange France
and Deputy Chief Executive Officer of the Orange Group.

Further to the renewal of a portion of its members, the Board of
Directors also reviewed the composition of the Committees in
2019. Ms Sophie Bellon continues to chair the Appointments
and Governance Committee and the Human Resources and
Remuneration Committee. Ms Fabienne Dulac joins the Audit
Committee.

The Board approved the agenda and the draft resolutions
submitted to voting by the Annual General Meeting.

CORPORATE GOVERNANCE

Organisation and modus operandi of the Board of Directors

It was informed of the expectations and positions of the main
investors and proxy advisors, as expressed during meetings
with the Company’s departments that are responsible for
preparing for the Annual General Meeting. It met to approve
the answers to the written questions posed by the shareholders
before the Annual General Meeting. It is noted that dialogue
with shareholders is the domain either directly of the Chairman
and Chief Executive Officer (Annual General Meeting,
meetings with the main investors, Investir Day stock market fair,
efc.), or the L'Oréal teams (governance roadshows,
Consultative Committee of Individual Shareholders, etc.) in
accordance with the principles of stock market ethics and
equal access to information.

As is the case every year, the Board made a full evaluation of
its modus operandi and its organisation. This was discussed as
an agenda item at its meeting of 5 December 2019. This
evaluation led to proposals for improvements and made it
possible to define the strategic topics on which the Board
particularly wished to focus its reflections (see section 2.3.4).

Two executive sessions, in which the Directors meet in the
absence of the executive officers and any in-house Directors
or employees, were held in 2019.

In 2019, the Board established a procedure to regularly
evaluate whether agreements on current operations that are
signed under normal terms do meet these conditions. This
procedure was implemented for the first time at its meeting on
6 February 2020.

In October 2019, all Directors took part in a half-day training
session on Ethics, led by the Chief Ethics Officer.

Remuneration Policy and Human Resources

The Board deliberated on the rules relating to the
remuneration of the executive officer and approved the
remuneration of this latter for 2019, based on the extensive
work by and recommendations from the Human Resources
and Remuneration Committee.

It approved the 2019 Plan for the award of performance
shares.

It noted the progress update of the first employee
shareholding plan launched worldwide.

The Board was updated on the diversity and gender balance
policy deployed in the Company, specifically with regard to
the equal number of men and women in management
bodies.

Business activity and results

The systematic and in-depth review, at each meeting, of the
Group’s activities and results and net sales generated by
Division, geographic area, brand, and e-commerce, as well as
an analysis of market share gains, enables the Directors to be
immersed in the Company’s economic readlities and to be
continually informed of the problems faced by L'Oréal.

The Board is also informed throughout the year of
developments in the cosmetics market, the results of
competitors and the Group’s relative positioning. It receives
regular updates on the consequences of the digital revolution
for the Group’s activities and the way in which L'Oréal takes
on the opportunities it provides. It carefully monitors the major
changes in consumer ftrends and, in particular, the
development of e-commerce and new distribution channels.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 71




CORPORATE GOVERNANCE

Organisation and modus operandi of the Board of Directors

The Board is thus completely up-to-date on L'Oréal’s
economic environment, the new challenges faced and the
main changes in the cosmetics universe.

Strategy

The Board meets with the Group’s main senior managers
regularly and thus benefits from in-depth knowledge of the
professions, jobs, performances and challenges specific to
each business segment. It is able to forge a clear,
independent opinion of the opportunities for the Group’s
development over the next few years.

The theme of the strategy seminar in June 2019 was “beauty in
2030”. It was an opportunity for the Directors to meet with
many senior managers, in particular, the Deputy Chief
Executive Officer in charge of Divisions, the Executive Vice-
Presidents of L'Oréal’s four Operational Divisions, the Executive
Vice-President for Research & Innovation, the Executive Vice-
President for Technology and Operations, the Executive Vice-
President Chief Digital Officer, the Director of Business
Development and Consumer Intelligence. This seminar
provided the backdrop for many fruitful discussions. The Board
was able fo appreciate the collaborative, forward-looking
work carried out within the Group to make the future bright
and outline L'Oréal's key prospects for development over the
next decade.

In June 2019, the Chief Corporate Responsibility Officer
presented the 2019 objectives and the 2018 results of the
Sustainable Development program Sharing Beauty With All and
the new “Science Based Targets” commitments. In her
capacity as Executive Director of the L'Oréal Foundation, she
also told the Directors about the activity of this foundation.

In July 2019, the Directors welcomed the Executive Vice-
President Chief Digital Officer, who presented to them on
the main trends in digital technology. She has shown how
digital technology is at the heart of L'Oréal’s Beauty Tech
project. She explained the importance of the e-commerce
strategy for future growth. Finally, the Directors were able to
discuss in depth the Group's investments in the ecosystem of
start-ups and funds.

In October 2019, the Executive Vice-President, Americas Zone
presented the current position of the beauty market in the
United States, detailing the position of each L'Oréal Division
and the main changes since the Board of Directors visited the
United States in 2016.

In December 2019, the Executive Vice-President of the
Professional  Products Division gave the Directors a
presentation on the professional hairstyling market, the
profound changes in the profession, the strategy and results of
the Division in this new environment.

The Board also contributes to the development of strategy, by
analysing the interest of acquisitions and the conclusion of
licencing contracts. It studies their impact on the Company’s
financial structure and its long-term development capabilities.
In 2019, the Directors once again reviewed a number of new
projects, including the signing of a licensing agreement with
Prada, which will provide L'Oréal Luxe with an ideal addition to
its portfolio of emblematic brands.

The Board also paid a great deal of affention to the
monitoring of acquisitions made in previous years and
requested that it receive a regular update on the fransactions
carried outf: infegration within  the Group, synergies,
complementarity, creation of a business plan developed at
the time of acquisition and value creation for L'Oréal. In this
way, it reviewed in detail the latest acquisitions of US brands
with the Executive Vice-President, Americas Zone.

The Central Works Council was once again consulted and
issued an opinion on the Company’s strategic orientations, as
previously defined by the Board of Directors. The Board
reviewed the opinion of the Central Works Council and
responded fo it.

The Board of Directors also handled many subjects including
Human Resources and Ethics, with the aim of approaching
every topic from a strategic angle.

In April 2019, the Board thus interviewed the Executive Vice-
President Human Relations on the Group’s Human Resources
policy. The discussions covered recruitment and talent
management. The Directors were given a presentation on
feedback from the Simplicity programme, aimed at promoting
new ways of working, managing and interacting in order to
release the energy required to further increase growth and
improve the quality of life at work. The Board was informed of
the current state of social dialogue in the Group worldwide
and was able to discuss its general tfrends.

In October 2019, the Senior Vice-President and Chief Ethics
Officer presented the highlights of the Ethics policy and its
implementation to the Board. He explained that new ethical
rules had been developed and that these would enrich the
Ethics Charter and the guidance already in existence.The
Senior Vice-President and Chief Ethics Officer provided an
update on Ethics Day 2019 and the ethical questions posed by
employees directly to the Chairman and Chief Executive
Officer on that day.

2.3.2.3. Provision of information to the
Board on the Company’s financial
position, cash position and
commitments

The financial position and the cash position are reviewed at
least twice a year at a Board meeting, when the annual
financial statfements are approved and when the interim
financial statements are reviewed, or at any other time if
necessary. The balance sheet structure is solid.

Every vyear, it reviews the agreements concluded and
authorised during previous financial years and which
contfinued in force.

As aftested to by the preparatory work of its Committees (see
below), the Board also analyses other aspects of strategy, the
Group’s economic and financial management and the
Company’s environmental, social and societal commitments.
The Committees’” work systematically gives rise to a report
presented by their Chairman/Chairwoman af Board meetings.
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Committees
The Board’s debates and decisions are assisted by the work
performed by its Committees, which report to it after each of

their meetings. The remits of each Committee are described in
detail in the Internal Rules of the Board of Directors.

| STRATEGY AND SUSTAINABLE DEVELOPMENT COMMITTEE

Composition

Mr Jean-Paul Agon (Chairman)

Ms Frangoise Bettencourt Meyers

Mr Paul Bulcke

Mr Bernard Kasriel .

Mr Jean-Pierre Meyers

Number of meetings in
Independence * 2019

CORPORATE GOVERNANCE

Organisation and modus operandi of the Board of Directors

The Board’s Committees act strictly within the framework of
the remits given to them by the Board. They actively prepare
for its work and make proposals but they do not have any
decision-making powers. All the Directors who are members of
a Committee participate in Committee meetings with
complete freedom of judgment and in the interest of all the
shareholders.

In 2019, the Committees were once again fasked with
preparing the Board’s deliberations. The composition of these
Committees, their remits and their work in 2019 are described
in detail below.

Date of appointment to
the Committee

Attendance rate
(average 100%)

100% 2011
100% 2012
() 100% 2017
100% 2004
100% 2004

* Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors.

It is specified that fwo members are part of the Bettencourt Meyers family and one member is from Nestlé.

REMITS

e Providing insight, through its analyses, into the strategic
orientations submitted to the Board.

e Monitoring the implementation and advancement of
significant operations in progress and ensuring that the main
financial balances are maintained.

e Examination of the main strategic lines of development,
options or projects presented by the General Management,
and their economic and financial consequences,
opportunities for acquisitions and financial transactions
liable to significantly change the balance sheet structure.

e Verification of the integration of the Company’s
commitments with regard to Sustainable Development, in
light of the challenges specific to the Group’s business
activities and its objectives.

e Examination of the proposed strategic orientations defined
by the Board with a view to consultation of the Central
Works Council.
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MAIN ACTIVITIES IN 2019

Analysis of furnover and update on the business.

Update on changes in the market place and on
the 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 follow-up of
recent acquisitions.

Update on the development of the business activity of the
BOLD fund (Business Opportunities for L'Oréal Develop-
ment).

Update on the brands.
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| AUDIT COMMITTEE

Composition

Ms Virginie Morgon (Chairwoman) -
Ms Sophie Bellon -
Ms Fabienne Dulac .

Ms Béatrice Guillaume-Grabisch

Mr Georges Liarokapis °

Mr Jean-Victor Meyers

Number of meetings in
Independence*: 60% 2019

Date of appointment to
the Committee

Attendance rate
(average 95%)

100% 2013

100% 2016

67% 2019 (April)

100% 2016

100% 2015

100% 2014

* Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors.

® Director representing the employees

The committee is chaired by Ms Virginie Morgon, an
independent Director who has recognised financial expertise.

The members of the Audit Committee have the necessary
financial and accounting skills due tfo their professional
experience and their good knowledge of the Group’s
accounting and financial procedures.

The Statutory Auditors attend meetings, except for discussions
on items that concern them. The Committee meets at least

twice a year without management present, with the

participation of the Statutory Auditors.

The Committee did not deem it appropriate to call upon
outside expert.

The Chairman and Chief Executive Officer is not a member of
the Committee.

2019 MAIN ACTIVITIES

REMITS

e Monitoring of the process for preparation of financial
information.

e Monitoring of the statutory audit of the annual and
consolidated accounts by the Statutory Auditors.

e Review of the audit plans and the Statutory Auditors” work
programme and the findings of their audits.

e Monitoring of the Statutory Auditors” independence.
e Approval of non-audit services.

e Monitoring of the efficiency of the Internal Control and risk
management systems.

e Warning role with regard to the Chairman of the Board in
the event of detection of a substantial risk which in its view
is not adequately taken into account.

e Monitoring the Group’s main risk exposures and sensitivities.

e Review of the programme and objectives of the Internal
Audit Department and the Internal Control system methods
and procedures used.

e Annual review of the section of the Management Report on
risk factors and Internal Control and risk management
procedures.
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Review of annual, interim results and balance sheet.
Analysis of the operating profit by division and zone.

Review of Statutory Auditors’ Reports.

Review of the Statutory Auditors’ 2019 audit plan and the
results of the audits carried out, their recommendations and
the follow-up actions taken, as part of the statutory audit of
the accounts.

Review of the IFRS 16 standard and the consequences of it.

Review of the audits carried out by the Stafutory Auditors
with regard to CSR information, enlargement of the audit
scope and improvement of data reliability making it
possible to issue a voluntary reasonable assurance report
on an array of indicators.

Approval by the Audit Committee of non-audit services.

Monitoring of including CSR
commitments.

Infernal Control: review by the Committee of the measures
taken to enhance Internal Control. Review of the changes
in the Vigilance Plan and risk factors (DEU).

Review of Group risk mapping.

Monitoring the process for compliance with the European
GDPR (General Data Protection Regulation).

Review of legal risks and potential litigation and of major
events that could have a significant impact on L'Oréal’s
financial position and on its assets and liabilities.

Monitoring of the business plan for major acquisitions.
Cybersecurity: assessment of the measures deployed.
Review of the management of currency risk.

Internal  Audit activities,
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| APPOINTMENTS AND GOVERNANCE COMMITTEE

Composition

Ms Sophie Bellon (Chairwoman) S

Mr Paul Bulcke

Mr Patrice Caine -

Mr Jean-Pierre Meyers

Number of meetings in
Independence*: 50% 2019

CORPORATE GOVERNANCE
Organisation and modus operandi of the Board of Directors

Date of appointment to
the Committee

Attendance rate
(average 100%)

100% 2016

100% 2017

100% 2018

100% 2007

* Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors.

The Chairman and Chief Executive Officer may attend Committee meetings with the exception of items on the agenda that
concern him directly.

REMITS 2019 MAIN ACTIVITIES

Reflections and recommendations to the Board with regard
to the methods of General Management performance and
the status of the executive officers.

Issuing an opinion on proposals made by the Chairman of
the Board of Directors for appointment of the Chief
Executive Officer, where applicable.

Preparation and annual review of succession plans for the
corporate officers in the event of an unforeseen vacancy.

Proposal to the Board of new Directors.

Examinatfion of the classification as independent Director
which is reviewed by the Board every year.

Verification of the due and proper application of the Code
of Corporate Governance to which the Company refers
(AFEP-MEDEF Code).

Discussion on governance issues related to the functioning
and organisation of the Board.

Conducting the reflection process with regard to the
Committees that are in charge of preparing the Board’s
work.

Preparation for the decisions by the Board with regard to
updating its Infernal Rules.

Evaluation of the modus operandi of the Board.

Procedure to evaluate non regulated agreements: annual
review of the summary table prepared by the Company of
the financial flows that have occurred during the financial
year between L'Oréal and interested parties as defined by
regulations in order to report to the Board of Directors as
part of the apraisal procedure of transactions concluded in
ordinary course of business and under normal conditions
pursuant to Article L225-39 of the French Commercial Code.
In case of doubts about the classification of an agreement,
the Committee must verify that the transactions have been
concluded in ordinary course of business and under normal
conditions, so that the Board of Directors can implement the
procedure for regulated agreements when necessary. In
this case, the persons directly or indirectly interested in this
agreement do not participate in the assessment.
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Reflection on the composition of the Board (diversity,
complementary profiles, expertise, gender parity, combining
of offices, efc.) and review of the skills matrix for Directors.

Selection and inferviews with candidates and proposals to
the Board for validation.

Reflection on composition of the Board Committees and
proposals.

Proposal to the Board concerning training for the Directors
representing employees for 2020.

Examination of the independence of each of the Directors
in light of the criteria set out in the AFEP-MEDEF Code
(meeting of February 2020).

Determination of the terms and conditions of the annual
evaluation of the Board.

Review of the succession plans for the purpose of ensuring
the continuity of General Management in the event of an
unforeseen vacancy and in the medium-term.

Implementation of a process fo prepare the General
Management succession plan.

Review of the key positions in the organisation from the
perspective of ensuring the continuity of business activities
(in the short-term).

Analysis of the 2019 reports of the AMF and the Haut Comité
de Gouvernement d’Enfreprise (High Committee on
Corporate Governance) (meeting of February 2020).

Analysis of the 2019 voting policies of investors and proxy
advisors with regard to governance topics (composition of
the Board, balance of powers, terms of office,
independence of Directors, etc.).

Review of the changes made to the Internal Rules following
the PACTE law and following the change in the threshold of
share ownership required for Directors appointed by the
Annual General Meeting.

Review and implementation of the procedure for regular
evaluation of current agreements concluded under normal
terms.

75




CORPORATE GOVERNANCE
Organisation and modus operandi of the Board of Directors

| HUMAN RESOURCES AND REMUNERATION COMMITTEE

Number of meetings in Aftendance rate Date of appointment to
Composition Independence*: 60% 2019 (average 93%) the Committee

Ms Sophie Bellon (Chairwoman) - 100% 2018
Ms Ana Sofia Amaral ° 100% 2015
Mr Paul Bulcke 100% 2017
Ms Belén Garijo * ° 100% 2015
Mr Jean-Pierre Meyers 100% 2007
Ms Eileen Naughton . 60% 2017

* Independence within the meaning of the criteria of the AFEP-MEDEF Code as assessed by the Board of Directors.
® Director representing the employees

The Chairman and Chief Executive Officer may attend Committee meetings with the exception of items on the agenda that
concern him directly.

REMITS 2019 MAIN ACTIVITIES

e Making proposals relating to the remuneration of the e Analysis of the executive officer’s performance in 2018 and
Chairman of the Board of Directors and that of the Chief communication to the Board of a recommendation with
Executive Officer, where applicable. regard to setting the annual variable remuneration for 2018,

e Sefting of the total amount of Directors’ fees to be and the targets and weightings for 2019.
submitted to the Annual General Meeting and the method e Reflection concerning the structure of the executive
of distribution. officer’'s annual varioble remuneration and targets
e Determination of the policy for Long-Term Incentive plans, in objectives for 2020.
particular through plans for free grants of shares or e Analysis of the 2019 voting policies of investors and proxy
performance shares (ACAS). advisors concerning remuneration issues.

e Monitoring of the Human Resources policy: remuneration, e Say on Pay: preparation of the draft resolutions proposed to

employee relations, recruitment, diversity, efc. the Annual General Meeting of 18 April 2019 (ex ante vote
e Monitoring of the application of the Code of Ethics in the on the remuneration pollcy_ for 20]9 and ex post vqTe on_The
Company. components of remuneration paid to the executive officer

for 2018) and review of the proposed resolutions for the 2020
Annual General Meeting, presentation of the pay ratios.

e Benefit pension scheme: presentation of the consequences
of the Ordinance of July 2019 on the plans in effect at
L'Oréal and review of the level of achievement of the
performance conditions for the corporate executive officer.

e Delivery of Long-Term Incentive (LTl) plans: recording of
performances relating to the ACAs plan of 2015.

e Long-Term Incentive plans: preparation of the ACAs plan of
18 April 2019 and proposal for appointment to the executive
officer. Review of the proposed resolution in preparation for
the 2020 Annual General Meeting.

e Review of the Group’s remuneration policy.

e Monitoring of establishment of the global employee
shareholding plan launched in June 2018.

e Directors’” fees: breakdown of fees for 2019 and
recommendation for the policy and schedule to be applied
in 2020.

e Diversity and gender balance policy: presentation of the
various levers and results obtained, specifically with regard
to the equal number of men and women in management
bodies ©.

(1) The results in terms of gender balance in the top 10% most responsible positions are presented in Chapter 4 of this document, * Promotion of diversity and inclusion”,
Section 4.3.2.6.
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2.3.4. Self-evaluation by the Board
of Directors

Every year, the Board carries out the formal evaluation
provided for by the AFEP-MEDEF Code of its composition, its
organisation and its modus operandi, in particular in order to
verify that, under these conditions, the agenda for its work duly
covers the scope of its remits, that important questions have
been appropriately prepared for and discussed and to
measure the contribution made by each member to the
Board’s work.

This evaluation is carried out within the framework of the AFEP-
MEDEF Code, to which the Board refers and market
recommendations like those of the AMF.

The evaluation procedure for 2019 was examined by the
Appointments and Governance Committee.

This evaluation is carried out with the help of a thematic
interview guide sefting out the principles provided for by the
Code, accompanied by a questionnaire enabling each
Director to think about the Board’s due and proper functioning
and his/her personal contribution to the Board’s work and
decisions.

This document, approved by the Appointfments and
Governance Committee before it was sent to each Director,
served as a basis for the individual inferviews arranged
between the Directors and the Secretary of the Board.

These interviews concerned the Board’s composition, its
organisation and its modus operandii.

The Directors were called to once again consider certain
Governance issues, specifically: separation of the functions of
Chairman and Chief Executive Officer, scheduling of meetings
of the Board of Directors without the presence of the
Executive Directors, appointment of a Lead Director, and
relations with shareholders over Corporate Governance issues.

The activities of the Committees were reviewed, in particular
the procedure for analysis of the independence of Directors
and any conflicts of interest.

The Directors expressed their opinion more specifically with
regard to the quality and relevance of the information
provided to them and on the agendas for the Board meeting,
and gave their points of view on the Board’s involvement in
the definition of L'Oréal’s strategy.

They formulated suggestions for improvements and submitted
proposals with regard to strategic issues and subjects which
they would like to discuss in further detail in 2020.

The summary of these interviews, carried out by the Secretary
of the Board, was submitted first to the Appointments and
Governance Committee meeting on 4 December 2019, and,
the next day, to the Board of Directors, followed by a debate
between the Directors and decisions for 2020.

Firstly, with regard to the Board’s composition, the Directors
consider it completely satisfactory. The Board has a good
balance of major shareholders, independent Directors and
salaried Directors. The Directors are complementary in terms of
age, gender, experience, and persondlities. This diversity of
profiles and skills produces very successful discussions and
covers all areas related to the L'Oréal strategy, as defined by
the Board (see Section 2.2.1.2.).

The composition of the Committees is considered appropriate,
with the right experts serving on each one.
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With regard to the modus operandi of the Board, it was noted
that Directors are present, active, involved and dynamic. It
operates as a collegial body. The Directors, while
demonstrating an ability to think critically, support General
Management with a constructive approach and concern for
acting in L’Oréal’s long-term interests.

The quality of dialogue was highlighted. The Chairman and
Chief Executive Officer is accessible and a good mentor. He is
open and transparent. He allows each Director to speak with
confidence, giving them true freedom of speech in a very
positive climate. He does not hesitate to bring up any topic,
including critical points. Discussions are productive and
constructive. The Directors thus exercised their complete
freedom of judgment in 2019, as they have in previous years.
This freedom of judgment enabled them to participate, in fotal
independence, in the work and the collective decisions of the
Board and the activities of the Committees.

The pace and frequency of meetings of the Board are
deemed appropriate. Meetings are well organised.

The Directors are of the opinion that the Board is completely
and transparently informed, with a sufficient degree of detail.
Making documentation available prior to Board or Committee
meetings, in compliance with the requirements of
confidentiality and the time constraints with which the
Company is faced, is satisfactory and boosts the quality of the
debates. The Directors appreciate receiving analysts' reports
affer the publication of the annual and half-yearly results and
the net sales figures. The monthly press briefing, “L'Oréal This
Month,” covering activity in general and the main events of
life in the Group, is very useful.

The work performed by the Board’s Committees is
appreciated. It is very thorough and meaningful. The files are
well put-together; they enable the work of the Committees to
be caried out successfully and result in sound
recommendations. The reports provided by the Committee
Chairs during the Board meetings were inferesting and very
comprehensive. They provide a good understanding of the
topics covered and enable the Board to take the right
decisions.

The agendas for the Board meetings are interesting and very
business-oriented. The Directors consider it very important to
have a consistent presentafion at each Board meeting
covering net sales, markets and competition, e-commerce
and Travel Retail, which enables the Directors to be immersed
in the redlities of the Company and keeps them fully informed
of L’Oréal issues on a continuous basis.

The Chairman and Chief Executive Officer highlights the
accomplishments of his feams who regularly report to the
Board on their activities. It is clear that management
presentations raise real strategic issues.

In 2019, for example, the Board of Directors considered that
the in-depth report given by the Executive Vice-President,
Americas Zone on the position of the beauty market in the
United States, detailing the position of each L'Oréal Division in
this market enabled the Directors to understand the main
changes that had taken place since their visit to New York in
2016. The Board of Directors also appreciated the presentation
given by the Executive Vice-President of the Professional
Products Division on the professional hairstyling market, which
highlighted the profound upheavals in the profession and
described the Division's strategy and results in this new
environment. Finally, the 2019 presentation on digital
technology, with a focus on e-commerce, highlighted
strategic issues and fuelled future discussions and reflections.
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In June 2019, the strategy seminar themed “Beauty in 2030",
was considered inspiring, enthraling and team-driven,
presenting a very broad range of issues and challenges. The
Board appreciated the collaborative, forward-looking work
carried out within the Group to make the future bright and
outline L'Oréal's key prospects for development over the next
decade.

Such in-depth understanding of the Group’s issues and
development prospects made it possible for the Board to give
a well-informed opinion on the acquisition projects that were
submitted to it by General Management in 2019. The Directors
appreciate the regular monitoring that is done subsequent to
acquisitions.

The Board appreciates that the agendas of the Board and the
Committee meetings over all of the Group'’s business activities
- relating not only to business but also to Ethics, CSR and
Human Resources, which give an extremely complete picture
of L’Oréal across these fopics that are seen as strategic.

In conclusion, the Board considered that its role of reflecting
on issues and driving the Group’s strategic decision-making
was fulfilled satisfactorily. Strategic issues are shared properly,
at the right level, and without going into operational detail.

Concerning Governance topics, the Directors believe that the
method of organisation of the General Management chosen,
with a Chairman and Chief Executive Officer, is best suited o
L'Oréal’s current situation. They do not take a principled
stance: it is important to be pragmatic. The balance of power
is assured, given the composition of the Board (the presence
of major shareholders, the number and background of
independent Directors) and the freedom of speech enjoyed
by the Directors.

In light of this analysis, they do not consider it necessary to
appoint a Lead Director. There would be liftle interest for
L"Oréal in doing so, given the Board’s current composition and
ways of working. Indeed, the Directors wish to maintain a
direct relationship with the Chairman and Chief Executive
Officer, without going through a Lead Director, who would
intervene between the Chairman and the other Directors.

The Directors do not have any particular comment to make
concerning the organisation of executive sessions. Since 2016,
the Directors meet at least once a year without the presence
of the executfive officer, the Directors representing the
employees or any other Group employee. Two executive
sessions were held in 2019.

The Directors consider that great aftention should be paid o
the handling of conflicts of interest, especially as the strategy is
discussed openly at meetings of the Board. They find that
these are well managed by the rules in force: non-
participation in discussions and decisions, and an annual
declaration of independence. They aftach particular
importance fto the analysis of the independence of the
Directors, which is carried out in depth each year, and
welcome the apraisal procedure of fransactions concluded in
ordinary course of business under normal conditions, which has
been implemented for 2020.

Directors consider that the current procedure for organising
meetings with shareholders, investors, and proxy advisors on
issues of corporate governance (meetings steered by the

department in charge of financial communication and
shareholder relations) is satisfactory. They appreciate that their
expectations are detailed in the minutes taken in the
Committee and Board meetings by the Secretary of the
Board, who is in attendance.

With regard to the training of Directors, the Directors believed
that the interactive and case-based ethics fraining delivered
by the Chief Ethics Officer had been useful. The Directors
representing the employees were very appreciative of the
diploma course provided by SciencesPo and the Institut
Francais des Administrateurs (French Institute of Directors, IFA).

For 2020, various decisions with regard to improvements were
made. They concern, in particular, the adherence to timing in
the meetings and the time required to provide management
information and presentations. The Directors also stated their
desire to go into further detail about certain strategic points.

They made proposals with regard to the topics to be included
on the Board’s agenda in 2020 and the organisatfion of the
2020 strategy seminar, which will be held outside France. After
discussion and review, a list of priority subjects was drawn up
by the Board meeting of 5 December 2019.

Concerning the Board'’s self-evaluation procedure in 2020, the
Board did not think it appropriate, as in 2019, to entrust this
evaluation to an external body, considering that the current
process was safisfactory. The inferview guide will be re-
examined once again by the Appointments and Governance
Committee, after having been reviewed, if applicable, by an
external firm to be consulted on best operating practices for
boards of directors. The Appointments and Governance
Committee will supervise the process in licison with the
Secretary of the Board. The summary of the interviews with the
Directors has been discussed at a Board meeting as is the case
every year.

2.3.5. Appendix: Complete text
of the Internal Rules of
the Board of Directors

These Rules are applicable to all present and future Directors,
whether they are appointed by the General Meeting or by the
employees, and are infended to complement the legadl,
regulatory and statutory rules and those under the Articles of
Association in order to state accurately the modus operandi of
the Board of Directors and its committees, in the interests of
the Company and its shareholders.

L'Oréal’'s Board of Directors refers to the principles of
corporate governance as presented by the AFEP-MEDEF
Code. The Internal Rules specify the modus operandi of the
Board, in the interests of the Company and of all ifs
shareholders, and those of its Commifttees, whose members
are Directors fo whom it gives preparatory assignments for its
work. The latest updates to the Internal Rules were made on 05
December 2019. They concern the general powers of the
Board of Directors and the remit of the Appointments and
Governance Committee, following the entry info force of the
PACTE law. As was the case for previous versions, the Internal
Rules are made public in full in this chapter.
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PREAMBLE

The Board of Directors of L'Oréal (“the Company”) is a
collegial body which is mandated by all the shareholders. It
has the authority given to it by law fto act in all
circumstances in the best interests of the Company.

By exercising its legal prerogatives, the Board of Directors
(“the Board”) fulfils the following main duties: it validates the
Company’s strategic orientations, appoints the corporate
officers given responsibility for managing the Company
within the scope of this strategy, chooses the method of
organisation of General Management (combination or
separation of the roles of Chairman and Chief Executive
Officer), oversees management and ensures the quality of
the financial and extra-financial information provided to the
shareholders and to the markets.

The organisation of the Board’s work and its composition is
adapted to the specificities of L'Oréal and is in line with an
approach of constant progress. The Board’s main
responsibility is to adopt the method of organisation and the
modus operandi which enable it to perform its duties to the
best of its ability. Its organisation and modus operandi are
described in these Internal Rules which it draws up, and
which are published in full on L'Oréal’s website and in the
Universal Registration Document.

The Board’s actions are carried out within the framework of
the AFEP-MEDEF Code. The Corporate Governance Report
provides more detail on the Board’s composition and on the
way in which the Board’s work is prepared and organised,
and explains, where applicable, the recommendations that
have not been adopted in light of the Company’s
specificities.

These Rules apply to all the Directors, both current and
future, whether they are appointed by the Annual General
Meeting or the employees, and are infended to
complement the legal, regulatory and statutory rules and
those under the Articles of Association in order to state
accurately the modus operandi of the Board of Directors
and its committees.

1. Remit and authority of Board of
Directors

1.1. General powers of the Board

The Board defines the business strategy of the Company
and monitors its implementation, in accordance with its
corporate inferest, taking social and environmental
challenges info consideration.

Subject to the powers expressly conferred to Annuadl
General Meetings and within the limit of the Company’s
purpose, the Board deals with all matters regarding the
smooth running of the Company and seftles issues
concerning the Company by virtue of its decisions. At any
fime in the year, the Board carries out the confrols and
verifications it deems appropriate.

The Board ensures, as appropriate, that a mechanism for
the prevention and detection of corruption and influence-
peddling is in place.
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The Board also ensures that the executfive officers
implement a policy of non-discrimination and diversity as
regards the balance of women and men in management
bodies.

The Corporate Governance Report relays the Board’s
activity.

The Board prepares for and convenes General
Shareholders” Meetings and setfs the agenda. It puts the
parent company and consolidated financial statements to
the vote and presents to the meeting its Management
Report to which is aftached the Corporate Governance
Report.

The Board sets the remuneration of Directors and executive
officers. It reports on its policy and decisions in ifs
Management Report and in the Corporate Governance
Report. The Annual General Meeting is consulted every year
on the components of remuneration due or allocated to
each corporate officer for the past financial year. The Board
is a collegial body which is legally unable to delegate its
authority, except to the General Management in those
cases expressly provided for by law. Within the scope of its
work, it may decide to set up Committees which do not
have decision-making powers but have the task of
providing all useful information for the discussions and
decisions which it is called upon to make. The Board
decides on the composition of the Committees and the
rules with regard to their modus operandi.

The Board may ask one or more of its members or third
parties to carry out special assignments or projects aimed in
particular at studying one of more specific topics.

1.2. Relations between General
Management and the Board

1.2.1. Form of General Management

General Management of the Company is carried out, under
the responsibility of either the Chairman of the Board of
Directors (the Chairman and Chief Executive Officer) or by
another individual with the position of Chief Executive
Officer. Leaving the possibility fo choose between the
separation or combination of roles, the law does not give
preference to any form and gives the Board authority to
choose between the two methods of organisation of the
General Management in light of the specificities of the
Company.

Whether the General Management is carried out by a
Chairman and Chief Executive Officer or a Chief Executive
Officer, the Board has the same prerogatives. It may in
particular take all specific measures aimed at ensuring the
contfinued balance of powers.

1.2.2. Powers of General Management

The General Management, which may be carried out by
the Chairman of the Board of Directors or by a Chief
Executive Officer, is vested with the broadest powers o act
in all circumstances in the name of the Company. It must
exercise these powers within the limit of the Company’s
purpose subject fo the powers expressly granted by French
low to General Shareholders’ Meetings and the Board of
Directors.
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The Board has the possibility to provide for limitations on the
powers of the General Management. Thus, transactions
which may materially impact the scope of consolidation of
the Company, in particular, transactions involving an
amount in excess of €250,000,000 and all new transactions
which are outside the normal course of business for an
amount in excess of €50,000,000, must be submitted to the
Board. In any event, the Board of Directors must be
informed of the conclusion and implementafion of all
fransactions.

The General Management represents the Company in its
dealings with third parties.

Upon a proposal by the Chief Executive Officer, the Board
may appoint one or more individuals responsible for assisting
the Chief Executive Officer, who will hold the corporate
office of Deputy Chief Executive Officer(s).

1.2.3. The duties of the General Management

Whatever the form of organisation chosen (Chairman and
Chief Executfive Officer or Chief Executfive Officer), the
General Management is required to provide each Director
with all the documents and information required to carry
out their duties.

More specifically, the General Management provides the
Board members with useful informatfion in connection with
the preparation of meetings, or at any time during the life of
the Company if the imporfance or urgency of the
information so requires. This provision of ongoing information
also includes any relevant information concerning the
Company, and in particular press articles and reports
containing financial analysis.

The General Management gives the Board and its
Committees the possibility to meet with the senior managers
of L'Oréal within the strict framework of their remits and
duties. In consultation with the General Management, the
Board and the Committees may use external consultants if
they consider it necessary.

The Board is informed, atf the time of closing of the annual
financial statements and the review of the interim financial
statements or at any other fime if necessary, of the
Company’s financial situation and cash position.

2. Composition of the Board

2.1. Directors

The Directors of the Company:
e provide their expertise and professional experience;

e are required to act with due care and attention and
participate actively in the work and discussions of
the Board;

e have complete freedom of judgement.

This freedom of judgement enables them in particular to
participate, in total independence, in the decisions and
work of the Board, and, where appropriate, of ifs
Committees.

2.1.1. Independence

The Board reviews the independence of each of its
members every year, after obtfaining the opinion of the
Appointments and Governance Committee, in particular in
light of the independence criteria in the AFEP-MEDEF Code
and taking account of the specific needs of L'Oréal. The
findings of this evaluation are reported fo the shareholders
and made available to the general public.

2.1.2. Diversity

The Board considers the issue of the desirable balance of its
composition and that of its Committees, notably in the
representation of men and women, nationadlities and
diversity of skills. The objectives, terms and conditions and
results of its policy in this area are made public in the
Corporate Governance Report and included in the
Registration Document.

2.1.3. Terms of office

The length of the term of office of Directors is four years.
However, the staggering of the terms of office is organised
in order to avoid renewing too many Directors at once and
favour renewing Directors harmoniously.

In principle, it is agreed by the Board members that all
Directors will tender their resignation to the Board prior to
the General Shareholders” Meeting following their
73" birthday and that they will no longer apply for renewal
of their term of office if this rule does not enable them to
perform their office for at least two years.

In any event, in accordance with French law and the
Articles of Association, the total number of Directors who
are over 70 years of age may not exceed one third of the
Directors in office.

2.2. Chairman of the Board

The Board of Directors must elect a Chairman from among
its members.

The Chairman of the Board organises and oversees the
Board’s work and reports thereon to the General
Shareholders” Meeting.

He sets the dates and the agenda for Board meetings and
leads the discussions.

The Chairman is actively involved in defining the
Company’s growth strategy and encourages and
strengthens, infer alia, links between the Company and the
main market players.

The Chairman oversees the work of the Company’s bodies
responsible for corporate governance and ensures, in
particular, that the Directors are able to perform their duties.
He may ask for the communication of any document or
information that is likely to assist the Board of Directors in
preparing for its meetings.

The Chairman of the Board must use his best efforts to
promote the values and image of the Company at all times.
He expresses his views in that capacity.

He is provided with the material resources required fo
perform his duties.
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The Chairman of the Board takes care, particularly in the
event of separation of roles, to develop and maintain a
frustful and regular relationship between the Board and the
General Management, in order to guarantee continuous,
ongoing implementation by the General Management of
the orientatfions defined by the Board.

3. Rights and obligations of the
Directors

3.1. Knowledge of and compliance
with regulatory texts, recommendations

and obligations

Each of the members of the Board declares that they have
read the following documents:

e the Company’s Articles of Association;

e the legal and regulatory texts that govern French sociétés
anonymes within the framework of the functioning of a
Board of Directors and in particular the rules relating fo:

- the number of offices that may be held simultaneously,

. the agreements and fransactions concluded between
the Director and the Company,

- the definition of the powers of the Board of Directors,

. the holding and use of inside information, which are
discussed in Section 4.6. ;

e the recommendations defined in the AFEP-MEDEF Code;
L'Oréal’s Code of Ethics;
L'Oréal’s Stock Market Code of Ethics;

and the provisions of these Rules.

3.2. Respect for the interests of the

Company

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

The Directors are obliged to notify the Board of any situation
that may constifute a conflict of interest, even if such
conflict is only potential, and must refrain from participating
in the corresponding deliberations.

The Directors inform the Board every year of the offices and
positions they hold in other companies and of any conflicts
of interest, even if they are only potential, that they have
identified (see Annual Report on independence under
Article 4.4).

The Board furthermore discusses every year the assessment
of whether or not the business relationships maintained
between the companies in which the Directors hold their
offices and the Company are significant. It reports on its
evaluation in the Registration Document.
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3.3. Obligations of diligence and

provision of information

The Director must devote the necessary time and attention
to his/her duties.

He/she must limit the number of offices held so as to ensure
his/her availability.

A Director must not hold more than four other terms of
office in listed companies outside the Group, including
foreign companies. The Director concerned is given enough
time to bring his/her situation info compliance with this rule,
where required.

The Director must keep the Board informed of the terms of
office held in other companies, including his/her
participation on the Board Committees of such French or
foreign companies.

An executive officer must not hold more than two offices as
Director in listed companies outside the Group, including
foreign companies. The Director must ask for the Board’s
opinion before accepting a new corporate office in a listed
company.

Each Board member undertakes to be diligent:
e by aftending all Board meetings, where necessary by

means of videoconference or telecommunication
facilities, except in the case of a major impediment;

e by atfending, wherever the General

Shareholders’” Meetings;

possible, all

e by atfending the meetings of the Board Committees of
which he/she is a member.

The Corporate Governance Report gives shareholders all
useful information on the Directors’ individual participation
in these sessions and meetings.

In connection with decisions to be made, the Director must
ensure that he/she has all the information he/she considers
essential for the smooth conduct of the work of the Board or
the Committees. If this information is not made available to
him/her, or he/she considers that it has not been made
available, he/she must request such information from the
Chairman of the Board who is required to ensure that the
Directors are in a position to perform their duties.

3.4. Training for Directors

All the Directors, and in particular those representing the
employees, may benefit, on their appointment or
throughout their directorship, from the appropriate fraining
programmes for the performance of the office.

These tfraining programmes are organised and proposed by
the Company and are provided at its expense.

3.5. Obligation of reserve

and confidentiality

The Directors undertake not to express themselves
individually other than in the infernal deliberations of the
Board on questions raised at Board meetings.

Outside the Company, only collegial expression is possible,
particularly in the form of releases intended to provide the
markets with information.
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With regard to information not in the public domain to
which the Director has access as a result of his duties, the
Director must consider him/herself to be bound by strict
professional confidentiality, which is more demanding than
the mere legal obligation of discretfion. This obligation
applies to all persons called on to aftend Board meetings,
and covers all information of a confidential nature and all
information presented as confidential by the Chairman of
the Board.

Beyond this legal obligation and to ensure the quality of the
discussions of the Board of Directors, all the information
given to Board members and the opinions they express must
be kept strictly confidential.

This obligation applies to any person invited to aftend a
Board meeting.

3.6. Stock market ethics

3.6.1. Principles

The Company has put in place a “Stock Market Code of
Ethics” that is regularly updated, in particular to take into
account changes in the regulations in force. This code was
updated following the applicability, as from 3 July 2016, of
European Regulation (EU) No. 596/2014 on market abuse
("Market Abuse Regulation”). The Board members comply
with the Principles of Stock Market Ethics “related to inside
information” provided for by this code.

Inside information must only be used by the Director in the
exercise of his office. Such information must in no case be
communicated to a third party other than in the exercise of
the Director’s duties, and for any other purpose or any other
activity than those for which it is held.

It is the duty of all Directors to refrain from frading in, having
others trade in, or enabling others (including through
recommendations or encouragements) fo trade in the
securifies of the Company on the basis of this information,
until such time as the information has been made public.

It is the personal responsibility of each Director to determine
whether the information he/she holds is inside information or
not, and accordingly whether he/she may or may not use
or fransmit any of the information, and whether he/she may
or may not frade or have others tfrade in the Company’s
securifies.

3.6.2. Abstention periods

During the period preceding the publication of any inside
information to which Directors have access, in their
capacity of insiders, the members of the Board must by law
refrain from all frading in L’Oréal securities.

Furthermore, in accordance with the Market Abuse
Regulation and the recommendations of the French
Financial Markets Authority (AMF), they are prohibited from
frading in the Company’s shares over the following periods:

e a minimum of 30 calendar days before the date of
publication of the press release on the annual and half-
year resultfs;

e a minimum of 15 calendar days before the dafe of
publication of the press release on quarterly financial
information.

The Directors are only authorised to trade in L'Oréal shares
on the day after publishing the press release.

3.6.3. Insider trading

The Director has been informed of the provisions in force
relating to the holding of inside information, insider frading
and the unlawful disclosure of inside information:
Aricles 465-1 et seq., L. 621-14 and L. 621-15, Il ¢ of the
French Monetary and Financial Code and Articles 7 et seq.
of the Market Abuse Regulation.

3.6.4. Obligation to declare trading in the
securities of the Company
In accordance with the applicable regulations, the

Directors and closely associated persons, as defined by
Aricle 3.1.26 of the Market Abuse Regulation, must inform

the AMF @ of all acquisitions, sales, subscriptions or
exchanges involving the Company’s shares and of
tfransactions involving related instfruments where the

cumulative amount of such transactions is higher than
€20,000 for the current calendar year.

The Directors and closely associated persons must submit
their declarations to the AMF by e-mail within three trading
days following completion of the transaction.

These individuals must simultaneously provide a copy of this
declaration to the Secretary of the Company’s Board of
Directors.

The declarations are then posted on the AMF’s website and
are mentioned in an annual summary set out in the
Company’s Management Report.

3.6.5. Appointment of an Internal Stock
Market Ethics Advisor

L'Oréal has appointed an “Internal Stock Market Ethics
Advisor”,

who is responsible for assisting, in confidence, any person
who so requests, with the analysis and assessment of their
situation, without prejudice to the principle of personal
accountability.

3.7. Holding of a minimum number
of shares

In accordance with the AFEP-MEDEF Code and
independently of any obligation to hold shares under the
Articles of Association, the Directors must personally be
shareholders of the Company and hold a significant
number of shares.

Each Director shall own at least 500 shares in the Company:
at least 250 shares on the date of his/her election by the
Annual General Meeting, and the balance no later than 24
months after this election.

(1) On the AMF’s secure website, ONDE, affer verification of identity by email fo the following address: ONDE_Administrateur_Deposant@amf-france.org.
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The decision as to whether the shares held by the Director
should be registered or deposited, in full or in part, is the
responsibility of the Director.

This stock ownership obligation is not applicable to the
Directors representing the employees.

4. Modus operandi of the Board of
Directors

4.1. Convening the Board

The Board is convened by any appropriate means. Notices
convening a meeting may be transmitted by the Secretary
of the Board of Directors. They are sent in writing at least
eight days prior to each meeting, except in particular
circumstances. The nofices specify the venue of the
meeting, which may be the registered head office or any
other venue.

All the documents that are necessary to inform the Directors
about the agenda and about any questions submitted to
the Board for review are enclosed with the nofice
convening the meeting or are sent or provided to them
within a reasonable period of time, prior o the meeting.

These documents may be provided to them on a secure
digital platform, within a reasonable period of time prior to
the meeting. They may in exceptional cases be provided at
the meeting.

4.2. Board meetings and method
of participation

The Board meets as often as required in the best interest of
the Company, and at least five times per year.

The dates of the Board meetings for the following year are
set no later than the beginning of the summer, except in the
case of Extraordinary Meetings.

The frequency and length of Board meetings must be such
that they allow for an in-depth review and discussion of the
matters that fall within the scope of the remits of the
Committees.

The Directors meet once a year without the presence of the
executive officer, the Directors representing the employees
or any other Group employee.

In accordance with the legal and regulatory provisions and
with Article 9 paragraph 2 of the Articles of Association,
Directors who fake part in Board meetings by means of
videoconference or telecommunication facilities are
deemed fo be present for the purpose of calculating the
quorum and the majority.

These means must guarantee simultaneous, confinuous
retransmission of the debates.

However, these means of participation are excluded when
the Board so decides and in any event when it decides with
regard fo closing of the Company’s parent company and
consolidated financial statements and on the preparation
of the Management Report.

A Director who participates by means of videoconference
or teletransmission must ensure that the confidentiality of the
debates is preserved.
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The attendance register mentions the Board members who
attend Board meetings by means of videoconference or
telecommunication facilities, with the Secretary of the
meeting having the task of initialling the register for them.

4.3. Minutes of the Board meetings
Minutes are prepared for each Board meeting.

The minutes of the meeting mention the use of
videoconference or telecommmunication facilities and the
name of each person who participated in the Board by
such means. The minutes also indicate whether any
technical incidents occurred during a meeting held by
means of videoconference or telecommunication facilities,
and if such incidents disrupted the course of the meeting.

The minutes of the deliberations include a summary of the
debates and specify the decisions that were made. They
mention the questions raised or the reservations expressed
by participants.

The draft minutes of the last Board meeting are sent or given
to all the Directors at the latest on the date when the next
meeting is convened.

The Secretary of the Board is empowered to issue and
certify copies or extracts of the minutes of Board meetings.

4.4. The Secretary of the Board

The Secretary is appointed by the Board. He/she assists the
Chairman in organising the Board’s work and in particular
with regard to the definition of the annual work programme
and the dates of Board meetings.

With the support of the General Management, he/she
ensures the quality and production, sufficiently in advance,
of the documents and drafts put to the vote of the Board at
its meetings.

He/she prepares the draft minutes of Board meetings, which
are submitted for the Board’s approval.

He/she is responsible for the secure IT platform made
available to the Directors.

He/she monitors on an ongoing basis changes in the
regulations and reflections in the marketplace with regard
to the corporate governance of listed companies.

The Secretary organises, together with the Chairman, the
annual evaluation of the Board’s work and receives the
annual reports on independence by each Director (see
Article 3.2).

Every Director may consult the Board Secretary at any time
with regard o the scope of the rights and obligations linked
to his/her office.

4.5. Annual evaluation of the modus

operandi of the Board

Every year, the Board carries out an evaluation of its ability
to respond to the expectations of the shareholders by
reviewing its composition, its organisation and its modus
operandi.

At its last meeting for the year and on the basis of a
summary of the interviews that are previously organised and
conducted with each Director, on the basis of a guide
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which includes the recommendations adopted by the
AFEP-MEDEF Code, the Board discusses points of view and
opinions expressed. It draws the conclusions from this with
the aim of improving the conditions for the preparation and
organisation of its work and that of its Committees.

The results of the evaluation, with the avenues of progress
that remain open, are passed on to the shareholders in the
Annual Report and at the time of the Annual General
Meeting.

5. Board Committees

When the Board sets up Committees, it appoints the
members of these Committees and determines their duties
and responsibilities.

These Committees act within the remit granted to them by
the Board and therefore have no decision-making power.
The Committees may not at any time take over the powers
of the General Management as set out in chapter 1.2.2. of
these Rules.

The Committee members are Directors. They are appointed
by the Board in person and may not be represented. All
Board members have the necessary qualifications due to
their professional experience. They actively take part in
Committee meetings with complete freedom of judgement
and in the interest of the Company.

The task of secretary of each Committee is carried out by a
person appoinfed in agreement with the Chairman/
Chairwoman of the Committee. It may also be performed
by the Secretary of the Board.

Each Committee defines the frequency of its meetings.
These meetings are held af the Company’s registered head
office or at any other place decided by the Chairman/
Chairwoman of the Committee.

The Chairman/Chairwoman of each Committee prepares
the agenda for each meeting.

The Committees may make contact, in the performance of
their duties, with the Company’s main senior managers, in
agreement with the Chairman/Chairwoman of the Board
and affer informing the General Management and will
report on such contacts to the Board.

The Board may entrust a Committee Chair, or one or more
of its members, with a special assignment or project to carry
out specific research or study future possibilities. The
designated individual will report on this work to the
Committee concerned such that the Committee may
deliberate on this work and in turn report thereon to the
Board.

For each Committee meeting, its members may decide to
invite any other person of their choice fo attend as needs
be and on an advisory basis, when they consider it
appropriate.

In its field of competence, each Committee makes
proposals and recommendations and expresses opinions as
the case may be. For this purpose, it may carry out or have
carried out any studies that may assist in the deliberations
by the Board. When they use the services of external
consultants, the Committees must ensure that their service is
objective.

5.1. Strategy and Sustainable
Development Committee

5.1.1. Remit

The remit of the Strategy and Sustainable Development
Committee is to throw light, through its analyses and
debates, on the Group’s strategic orientations as submitted
to the Board of Directors and to monitor the implementation
and advancement of significant operations in progress.

The Committee examines:

e the main strategic lines of development, options and
projects presented by the General Management, and
their economic, financial, societal and environmental
conseguences;

e opportunities for acquisitions or investments which involve
significant amounts or which represent a departure from
the Group’s usual business operations, and the conditions
relating to their implementation;

e financial transactions liable to significantly change the
balance sheet structure;

e the Company’s commitments with regard to Sustainable
Development, in light of the issues specific to the Group’s
business activities and its objectives, and the means and
resources put in place;

e the proposed strategic orientations to be defined by the
Board with a view to consultation of the Central Works
Council.

More generally, the Committee debates all questions
considered essential for the future strategy of the Group
and for preserving its main financial balances.

5.1.2. Work organisation

It meets when convened by the Chairman/Chairwoman of
the Committee whenever he/she or the Board considers this
appropriate.

The agenda of the meetings is set by the Chairman/
Chairwoman of the Committee, in conjunction with the
Board of Directors if the Board initiates the meeting.

The Strategy and Sustainable Development Committee
reports on its work to the Board whenever necessary at least
once a year.

5.2. Audit Committee
5.2.1. Remit

The Audit Committee, acting under the responsibility of the
members of the Board, is responsible for monitoring issues
relating to the preparation and control of accounting and
financial and non-financial information, the Internal Control
and risk management systems, and questions relating to the
Statutory Auditors.

The Audit Committee must ensure that the General
Management has the means to enable it to identify and
manage the economic, financial, non-financial, and legal
risks facing the Group inside and outside France in carrying
out its normal or exceptional operations.
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Without prejudice to the areas of authority of the Board of
Directors, this Committee is responsible in particular for:

e carrying outf the process for preparation of financial and
non-financial information and, where applicable, making
recommendations to guarantee the integrity thereof.

The Committee is informed of the accounting rules
applicable within the Group. Any issues that may be
encountered in the due and proper application of such
rules are referred to it. It examines any proposal for a
change in accounting standards or in accounting
methods and keeps itself informed in particular with
regard to accounting standards at national and
infernational level.

The Audit Committee’s review of the financial statements
is accompanied by a presentafion by the Finance
Director describing the Company’s significant off-
balance sheet commitments.

e moniftoring the efficiency of the Internal Control and risk
management systems, as well as Internal Audit, in order to
obtain reasonable assurance with regard to their
effectiveness and their coherent application.

It is also responsible for monitoring the Group’s main risk
exposures and sensitivities. The Committee reviews, in
particular, the programme and objectives of the Internal
Audit Department and reviews the main topics that it
identifies as well as the Internal Control systems methods
and procedures used.

It conducts an annual review of the secfion of the
Management Report on risk factors and Internal Control
and risk management procedures.

The Audit Committee’s review of the financial statements
is accompanied by a presentation by the Finance
Director describing the Company’s exposure to significant
risks.

e monitoring the performance of the statutory audit in
respect of the annual and, where applicable, the
consolidated financial statements by the Statutory
Auditors.

It reviews the audit plan and the Statutory Auditors” work
programme, the findings of their audits, their
recommendations and the follow-up action taken further
to such recommmendations.

It reviews the breakdown of fees billed by the Statutory
Auditors between audit services as such, audit-related
work and any other services provided by them.

It takes into account the findings and conclusions of the
Haut Conseil du Commissariat aux Comptes (the Superior
Council of Statutory Auditors) following the audits carried
out pursuant to Articles L. 821-9 et seq. of the French
Commercial Code;

e ensuring that the Statutory Auditors comply with their
independence requirements.

It makes a recommendation with regard to the Statutory
Auditors proposed for appoinfment by the Annual
General Meeting, and makes further recommendations
for the renewal of such appointments, in accordance
with Article L. 823-3-1 of the French Commercial Code.

e approving the provision of the non-audit services
provided by the Stafutory Auditors, referred to in
Article L. 822-11-2 of the French Commercial Code, in
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accordance with the "Code of Conduct for the provision
of services that may be entrusted to the Statutory Auditors
of the L'Oréal Group and to their networks” approved by
the Audit Committee at its meeting on 6 December 2016
and approved by the Board of Directors at its meeting on
9 February 2017.

[t makes a decision on this issue affer having analysed the
risks with regard fo the independence of the Statutory
Auditors and the protective measures they apply. The
Committee can thus approve each non-audit service on
a case-by-case basis or approve a set of services.

e reporting regularly to the Board on the performance of its
remit. It also reports on the repercussions of the audit
engagement, the way in which this engagement
contributed to the integrity of financial information and
the role that it played in this process. The Committee
informs the Board of Directors without delay of any
difficulty encountered.

This monitoring enables the Committee to issue
recommendations, where necessary, concerning the
improvement of existing processes and the possible setting
up of new procedures.

The Audit Committee can be consulted for all questions
relafing to procedures for controlling risks of an unusual
nature, particularly when the Board or the General
Management considers it appropriate to submit such
questions to it.

5.2.2. Composition

All the Directors who are members of this Committee have
the necessary qualifications due to their professional
experience and their good knowledge of the Group’s
accounting and financial procedures.

As soon as they are appointed, the members of the Audit
Committee must receive specific information on the
Company’s  accounting, financial or  operational
particularities.

The appointment or renewal of the Chairman/Chairwoman
of the Audit Committee, proposed by the Appointments
and Governance Committee, must be subject to a specific
review by the Board.

The Chairman/Chairwoman and Chief Executive Officer or
the Chief Executive Officer is not a member of the Audit
Committee.

5.2.3. Work organisation

The Chairman/Chairwoman of the Audit Committee issues
guidelines for the Committee’s work each year, based on
his/her judgement concerning the importance of the
specific types of risk faced, in agreement with the General
Management and the Board.

The Committee meets when convened by its Chairman/
Chairwoman, whenever the Chairman/Chairwoman or
Board considers this appropriate.

The agenda of the meetings is set by the Chairman/
Chairwoman of the Committee, in relation with the Board if
the latter initiated the convening of the meeting. The
agenda is sent to the Committee members before the
meeting, together with the information which is useful for
their debates.
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To carry out its remit successfully, the Audit Committee may
also, in agreement with General Management, obtain
information from people who are able to assist it in the
performance of its tasks, and in particular senior managers
in charge of economic and financial issues and those in
charge of information processing.

5.2.3.1. Relations with the Statutory Auditors

The Committee regularly interviews the Statutory Auditors,
including outside the presence of management.

The Statutory Auditors inform the Audit Committee of:

e the general work programme implemented as well as the
various sampling tests they have carried out;

e the changes which they consider should be made to the
financial statements to be approved or other accounting
documents, making any appropriate observations on the
valuation methods used to prepare them;

e the irregularities and
discovered;

inaccuracies they may have

e the conclusions resulting from the above observations
and rectifications with regard to the results for the period
compared o those for the previous period.

The Statutory Auditors also assess, with the Audit Committee,
the risks with regard to their independence and the
protective measures taken to mitigate these risks. For this
purpose, the Committee obtains a statement of
independence from the Statutory Auditors.

They inform the Committee of significant Internal Control
weaknesses, with regard to the procedures for preparation
and processing of accountfing and financial information,
and provide it with the documents required by law every
year.

5.2.3.2. Activity Report

The Audit Committee regularly reports fo the Board on the
performance of its remit and takes note of the Board’s
observations.

The Committee informs the Board without delay of any
difficulty encountered.

In its report, the Audit Committee makes the
recommendations it considers appropriate with regard to:

e the suitability of the various procedures and of the system
as a whole in terms of achieving the objective of
managing information and risk;

e the effective application of the procedures in place, and
where appropriate the means implemented to achieve
this aim.

It also formulates in its report all recommendations and
proposals aimed at improving the effectiveness of the
various procedures or at adapting them to a new situation.

If during its work, the Committee detects a substantial risk
which in ifs view is not adequately handled, it notifies the
Chairman of the Board accordingly.

5.3. Appointments and
Governance Committee

5.3.1. Remit

The main tasks of the Appointfments and Governance
Committee, within the context of the work of the Board,
are to:

e review and propose to the Board candidates for
appointment as new Directors;

e provide the Board with clarifications on the conditions of
performance of General Management and the stafus of
the executive officers;

e issue an opinion on proposals made by the Chairman
of the Board for the appointment of the Chief Executive
Officer;

e ensure the implementation of a procedure for the
preparation of succession plans for the executive officers
in the event of an unforeseen vacancy;

e ensure that the AFEP-MEDEF Code to which the Company
refers is applied;

e discuss governance issues related to the functioning and
organisation of the Board;

e decide on the conditions in which the regular evaluation
of the Board is carried out;

e discuss the classification of Directors as independent
which is reviewed by the Board every year prior to
publication of the Annual Report;

e conduct a review of the Committees that are in charge
of preparing the Board’s work;

e review the implementation of the procedure for regular
evaluation of current agreements concluded under
normal terms;

e prepare the decisions by the Board with regard to
updating its Internal Rules.

5.3.2. Work organisation

The Committee meets when convened by its Chairman/
Chairwoman, whenever the Chairman/Chairwoman or
Board considers this appropriate.

The agenda of the meetings is set by the Chairman/
Chairwoman of the Committee, in relation with the Board if
the latter initiated the convening of the meeting.

The Committee may meet at any time it considers to be
appropriate, for example to assess the performance of the
Company’s senior managers.

The Chairman/Chairman of the Board is associated with its
work, except with regard to all the topics concerning him or
her personally.

The Committee must regularly report on its work to the
Board and makes proposals to the Board.
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5.4. Human Resources and
Remuneration Committee

5.4.1. Remit

The Board freely determines the remuneration of the Chair,
the Chief Executive Officer and the Deputy Chief Executive
Officers.

Within this framework, the main tasks of the Human
Resources and Remuneration Committee are to make
proposals with regard to the following in particular:

e the fixed and variable remuneration of the Chairman/
Chairwoman of the Board and any other benefits he or
she receives;

e the fixed and variable remuneration of the Chief
Executive Officer and any other benefits he or she
receives (pension, fermination indemnities, etc.);

e the amount of the remuneration package for Directors to
be submitted to the Annual General Meeting and the
method of distribution;

e the implementation of Long-Term Incentive plans, such
as, for example, those that could provide for the
distribution of stock options or for free grants of shares.

The Committee looks at the questions relating to the
remuneration of executive officers outside their presence.

The Committee also examines:

e all of the other components of the Human Resources
policy including employee relations, recruitment, diversity,
tfalent management and fostering employee loyalty. As
part of this review, the Committee is informed, in
particular, of the remuneration policy for the main senior
managers who are not executive officers;

e the rules of ethical conduct, as set out in the Code of
Business Ethics, and the Group’s strong values, such as
respect and integrity, that must be widely disseminated,
known and put info practice.
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5.4.2. Work organisation

The Committee meets when convened by its Chairman/
Chairwoman, whenever the Chairman/Chairwoman or
Board considers this appropriate. The agenda of the
meetings is set by the Chairman/Chairwoman of the
Committee, in relation with the Board if the latter initiated
the convening of the meeting.

The Committee may meet at any time it considers to be
appropriate, for example to assess the performance of the
Company’s senior managers.

The Chairman/Chairman of the Board is associated with its
work, except with regard to all the topics concerning him or
her personally. The Committee is required to report regularly
on its work to the Board and make proposals to the Board.

6. Remuneration of Directors

Directors receive a remuneration in this capacity, the
amount of which is approved by the Ordinary General
Meeting, and which is allocated as decided by the Board.

The method of allocation of this remuneration comprises a
predominant variable portion determined on the basis of
the regularity of attendance at Board and Committee
meetings.

The Board of Directors may award exceptional
remuneration for specific assignments or projects entrusted
to the Directors and subject to regulated agreements.

The Directors have the possibility of asking for
reimbursement of the expenses necessary for the
performance of their corporate office upon presentation of
supporting documents.
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2.4.

REMUNERATION OF EXECUTIVE OFFICERS

2.4.1. Remuneration policy for corporate officers

Pursuant to Article L. 225-37-2 of the French Commercial Code,
the Annual General Meeting of 21 April 2020 is called upon o
approve the remuneration policy for corporate officers, i.e. the
Directors of L'Oréal and its Chairman and Chief Executive
Officer as established by the Board of Directors (Resolution
No. 10).

This policy describes all the components of corporate officers’
remuneration, and explains the decision-making process
followed to determine, review and implement this policy.

2.4.1.1. Remuneration policy for Directors

Directors receive a remuneration (formerly known as Directors’
fees), the maximum amount of which is approved by vote at
the Ordinary General Meeting, and which is allocated by the
Board in accordance with the remuneration policy.

Fixed annual sum
€30,000

Board of Directors

Board Committees

As part of the €1,600,000 budget voted by the Annual General
Meeting of 17 April 2018, the Board of Directors decided to
renew for 2020 the procedures for distributing the sums
allocated for the remuneration of Directors applied for 2019.

It should be noted that the amount of this remuneration
divided between the Directors includes a predominant
variable portion depending on attendance at meetings, in
accordance with the provisions of the AFEP-MEDEF Code.

As a result, the Board is proposing the retention of the following
rules for one year:

Amount per Board meeting Total for the Board of Directors *

€6,500 €69,000
€10,000 (Directors located €90,000
outside Europe)

Audit €10,000
Strategy and Sustainable Development €6,000
Appointments and Governance €4,600
Human Resources and Remuneration €4,600

Fixed annual amount (40%)

Variable annual amount (60%) **

Total amount per Committee ***

€15,000 €25,000
€9,000 €15,000
€6,900 €11,500
€6,900 €11,500

* Based on 6 meetings per year.
** Allocated on the basis of attendance at Committee meetings.
*** Based on a 100% attendance rate.

The remuneration allocated to Committee Chairs is double and this also consists of a fixed portion of 40% and a variable portion

of 60%.

2.4.1.2. Remuneration policy for
corporate executive officers

At the present time, Mr Jean-Paul Agon, in his capacity as
Chairman and Chief Executive Officer, is the Company’s only
executive officer®.

The remuneration policy submitted to the vote of the Annual
General Meeting of 21 April 2020 is a continuation of the policy
adopted by 89.96% of the votes at the Annual General
Meeting of 18 April 2019.

2.4.1.2.1. Fundamental principles for
determination of the remuneration
of executive officers

The Board refers, in particular, to the recommendations of the
AFEP-MEDEF Code for the determination of the remuneration
and benefits granted to executive officers.

In accordance with these recommendations, it ensures that
the remuneratfion policy complies with the principles of
comprehensiveness, balance, comparability, consistency,
transparency and proportionality, and takes into account
market practices.

Appointment as executive officers of employees
who have completely succeeded in the various
stages of their careers in the Group

L'Oréal’s constant practice has been to appoint as executive
officers employees who have completely succeeded in the
various stages of their careers in the Group.

The remuneration policy applicable to the executive officers is
the logical result of this choice.

It must make it possible to attract the most talented
employees of L'Oréal to the very top positions in General
Management, without them being deprived for all that, after a
long career in the Group, of the benefits fo which they would
have continued to be entifled had they remained employees.

(1) Executive officers of a French “société anonyme & conseil d’administration” (i.e. limited company with a Board of Directors) are: the Chairman/Chairwoman of the Board
of Directors who is responsible for the Company’s general management or the Chairman/Chairwoman and Chief Executive Officer, the Chief Executive Officer and the

Deputy Chief Executive Officers.
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To achieve this objective, the Board of Directors decided fo
maintain the employment contract of executive officers with
at least 15 years’ length of service in the Group and ensured
that the benefits under the suspended employment confract
are not combined with those in respect of the corporate
office.

The Board of Directors has considered that the objective
pursued by the AFEP-MEDEF and intended to avoid the
combination of benefits drawn from both an employment
contfract and a corporate office, could be fully achieved by
maintaining the suspension of the employment contfract and
clearly separatfing the benefits related to the employment
contract from those relating to the corporate office.

This is why the Board of Directors has decided to make a clear
distinction between:

e firstly, the remuneration components related to the
corporate office: fixed and variable remuneration and grant
of performance shares,

e secondly, the other benefits that may be due pursuant to
the suspended employment contract: fermination
indemnities, retirement indemnities in the event of voluntary
retirement or retirement af the Company’s request, financial
consideration for the non-competition clause and the
defined benefit pension scheme.

Remuneration in respect of the corporate office will in no
event be tfaken info consideration for calculation of the
indemnities due pursuant to the collective agreement and the
Company-level agreements applicable fo all L'Oréal’s senior
managers.

The remuneration under the suspended employment contfract
to be used to calculate all the rights attached thereto, and in
particular for the calculation of the defined-benefit pension,
will be established on the basis of remuneration at the date of
suspension of the contract. This remuneration will be revised
every year by applying the revaluation coefficient in respect
of salaries and pension contributions for the pensions published
by the pension insurance. The length of service applied will
take into consideration the entire career, including the years
spent as an executive officer.

These benefits that may be due under the suspended
employment contract were approved by the Annual General
Meeting of 27 April 2010 pursuant to Article L. 225-38 of the
French Commercial Code.

The Annual General Meeting of 17 April 2018 approved the
implementation of the provisions of Mr Jean-Paul Agon’s
employment contract regarding defined benefit pension
scheme commitments for the duration of his renewed
corporate office.

Information on the benefits that could be owed under the
suspended employment confract are discussed in
Section 2.4.3. of this chapter.

Remuneration that is consistent with that of the
Company’s senior managers

The executive officers’ remuneration policy is in line with the
policy which was applied to them as senior manager.

It is based on the same foundations and the same instruments
as those applied to the Company’s executive officers. The
remuneration principles are therefore stable and durable.
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The Board of Directors is informed every year of the Group’s
Human Resources Policy. It is in a position to verify the
consistency between the executive officer’s remuneration and
the arrangements put in place, in particular, for the members
of the Group’s Executive Committee, on the basis of the work
by the Human Resources and Remuneration Committee and
the Appointments and Governance Committee.

Competitive remuneration in comparison to a
coherent and stable reference panel

The remuneration of executive officers must be competitive in
order to attract, motivate and retain the best talents in the
Company’s top positions.

This remuneration is assessed overall, namely by taking into
account all the components that make it up.

To assess the competitiveness of this remuneration, a coherent
and stable reference panel is defined with the assistance of
an external consulting firm.

The panel consists of French and international companies that
have leading global positions. These companies operate on
similar markets and are, in the cosmetics sector, direct
competitors of L'Oréal, or operate on the wider everyday
consumer goods market, as regards all or part of their business
activities.

Since 2019, the panel has consisted of the remuneratfion of
executives of the following companies:

Coty Kimberly Reckitt Beiersdorf Danone
Clark Benckiser
GSK Henkel LVMH Unilever Colgate
Palmolive
Estée Johnson & Procter & Kering
Lauder Johnson Gamble

This panel is re-examined every year by the Human Resources
and Remuneration Committee in order to check ifs relevance.
It may evolve, particularly to take into account the changes in
the structure or business activities of selected companies, on
the basis of the proposals made by the external firm.

Remuneration that is aligned to the Company’s
interests and directly linked to the Company’s
Strategy

The Board of Directors has aligned the remuneration policy for
executive officers with the interests of the company, in order to
ensure the long-term sustainability and development of the
Company, by faking info consideration the social and
environmental issues of its business activity.

a) Close links with strategy

The remuneration policy applied to the executive officers is
directly linked to the Group’s strategy.

It supports its development model. It promotes harmonious,
regular, durable growth, both over the short and long term.

The Board of Directors’ constant desire is indeed fo incite the
General Management both to maximise performance for
each financial year and to ensure that it is repeated and
regular year-on-year.
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b) Performance targets that are directly correlated with
those of the Company and create value

The Board of Directors chooses to correlate the executive
officer’'s performance directly with the Company’s
performance by using the same performance indicators, in
particular of a financial nature.

The choice of correlating the performance criteria for the
executfive officer’'s remuneration with the Company’s
performance indicators, particularly those of a financial
nature, is the guarantee of a decipherable, relevant
remuneration policy.

These criteria make it possible to assess L'Oréal’s intrinsic
performance, namely ifs progress year-on-year via internal
performance indicators and also its relafive performance as
compared to its market and ifs competitors via external
growth indicators.

The objectives adopted generate long-term value creation. In
particular, the choice of varied operational financial criteria
aims at encouraging durable, balanced growth. An overall
long-term performance results from the convergence of these
criteria.

These objectives also have to be an incentive for the
executive officer to adapt the Group’s strategy to the
profound tfransformations in the world of beauty, and the
digital revolution in particular.

¢) Predominant share of remuneration subject to
performance conditions

The executive officers” remuneration has to include a
predominant portion subject to performance conditions, with
annual and multi-annual assessment periods adapted to the
time horizon of each of these objectives.

Remuneration that is directly in line with the
Group’s ambitious social, societal and
environmental commitments

The remuneration must be designed to favour a regular and
sustfainable development, in line with the Group’s
commitments with regard to ethics, and respectful towards the
environment in which L'Oréal operates.

The annual variable portion of the remuneration is based on
non-financial criteria, in particular environmental, societal and
Human Resources commitments, with particular regard to
gender parity. These criteria will be assessed year-on-year with
a long-term perspective.

Remuneration that creates medium- or-long-
term value for the shareholders

The executive officers’ remuneration must be linked to the
changes over the medium- to long-term in the Company’s
intrinsic value and in share performance.

A significant portion of the executive officers” remuneration
thus consists of performance shares, a significant percentage
of which is retained until the end of their corporate office, with
the undertaking not to carry out risk hedging transactions.

This leads to alignment with the shareholders’ interests,
understood as long-term value creation.

2.4.1.2.2. Decision-making, review and
implementation process for the
executive officer’s remuneration

Remuneration is established in such a way as to guarantee the
due and proper application of the policy and rules set by the
Board of Directors. It bases its decision on the work and
recommendations of the Human Resources and Remuneration
Committee. This is comprised of 6 Directors, 60% of whom are
independent directors, including its Chairwoman. The
executive officer is not a member of the Committee. The
Committee's recommendations are made taking into account
the studies carried out at its request by an independent
consulting firm.

The Committee met five fimes in 2019 and its work is detailed in
section 2.3.3 of this chapter.

The Committee has the necessary information to prepare its
recommendations and more particularly to assess the
performance of the executive officer in light of the Group’s
short- and long-term objectives.

The purpose of this organisation and this process is to prevent
any conflicts of interest.

The Human Resources and Remuneration
Committee uses the studies conducted by
an independent consulting firm

These studies are based on an internatfional panel of world
leaders, which serves as a reference for the comparative
remuneration studies.

This panel is made up of French and international companies
that hold the position of global leader. These companies
operate on similar markets and are, in the cosmetics sector,
direct competitors of L'Oréal, or operate on the wider
everyday consumer goods market, as regards all or part of
their business activities.

The 2019 panel comprised Directors of the following 14
companies: Beiersdorf, Colgate-Palmolive, Coty, Danone,
Estée Lauder, GSK, Henkel, Johnson & Johnson, Kimberly Clark,
Kering, LVMH, Procter & Gamble, Reckitt Benckiser and
Unilever. It is used to assess the competitiveness of the
executive officer’s total remuneration.

In terms of market capitalisation, L'Oréal is above the 3¢
quartile of companies on this panel.

According to an analysis by an independent firm, Mr Agon’s
remuneration was above the average and very close to the
median of companies on the panel.

It should be noted that the Company’s remuneratfion policy,
specifically that in place for senior management executives,
aims to position their remuneration between the median and
the 3 quartile.

The studies conducted with the independent consulting firm
also enable the Committee to measure:

e the comparative results of L'Oréal in light of the criteria
adopted by the Group to assess the executive officer’s
performance;

e the link between the executive officer’s remuneration and
his or her performance;

e the relevance over time of the remuneration structure and
the objectives assigned to him.
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The Human Resources and Remuneration
Commiittee has all useful internal information in
its possession.

This information enables it to assess the performance of the
Company and that of its executive officer both from an
economic standpoint and in non-financial fields.

The Group’s annual economic and financial results are
presented every year completely and exhaustively to the
members of the Human Resources and Remuneration
Committee at its meeting in February, and are used as a basis
for the assessment of the financial performance criteria for the
executive officer’s variable remuneration.

The principles of the Human Resources policy are regularly
presented fo the Committee members or at a Board of
Directors meeting by the Executfive Vice-President Human
Resources. The Directors are therefore able to verify the
consistency between the remuneration of the executive
officer and the remuneration and employment conditions of
the Company's employees.

Similarly, the Senior Vice-President, Chief Ethics Officer, also
regularly explains the policy and the actions taken in this field.

Two members of the Human Resources and Remuneration
Committee are members of the Strategy and Sustainable
Development Committee at which the actions taken with
regard to the programmes concerning the Group’s social and
environmental responsibility are discussed.

This information contributes to the assessment of the non-
financial and qualitative portion of the annual variable
remuneration.

The Chairwoman of the Human Resources and Remuneration
Committee is a member of the Audit Committee and
participates in the closing of the financial statements as well as
the examination of the risk prevention policy. She is also
president of the Appointments and Governance Committee,
which offers her a Company-wide vision of the various
performance assessment criteria.

The Committee can also carry out a more in-depth evaluation
of the Company’s performance by contacting the Company’s
main senior managers, after informing the General
Management.

This information enriches their vision of the strategy and
performances of the Company and its executive officer.

The recommendations to the Board of Directors are made on
these bases, and the Board then makes its decisions
collectively concerning the executive officer’s remuneration.

The organisation of the work of the Human Resources and
Remuneration Committee concerning the remuneration of the
executive officer is shown in the chart on the next page.

CORPORATE GOVERNANCE
Remuneration of executive officers

The Committee examines the expectations of
investors and proxy advisors, and the rules and
recommendations of the regulatory authorities.

The Human Resources and Remuneration Committee carefully
analyses the law and reports concerning executive
remuneration, notably the French financial markets authority’s
(AMF) report on corporate governance and the remuneration
of executives of listed companies, and the report of the High
Committee on Corporate Governance.

It is mindful of the observations and requests of investors and
strives fo accommodate them while preserving consistency in
the remuneration policy adopted by the Board and subject to
consfraints  relating to the disclosure of confidential
information.

Conditions for derogation from the remuneration policy
in the event of exceptional circumstances

The Order of 27 November 2019, pursuant to the PACTE Law,
invites companies to provide in their remuneration policy for
any derogations in the event of exceptional circumstances.
Failing this, the Board of Directors would be unable to grant an
element of remuneration not provided for in the remuneration
policy previously approved by the Annual General Meeting,
even though this decision would be necessary in view of these
exceptional circumstances. It is stated that this derogation
may only be temporary, pending the approval of the
amended remuneration policy by the next Annual General
Meeting, and should be duly substantiated.

If applicable, the adaptation of the remuneration policy to
exceptional circumstances would be decided by the Board of
Directors on the recommendation of the Human Resources
and Remuneration Committee, after seeking the opinion, as
necessary, of an independent consulting firm. Thus, for
example, the recruitment of a new executive officer under
unforeseen conditions might require the temporary
adaptation of some existing remuneration elements or the
proposal of new remuneration elements.

It might also be necessary to amend the performance
condifions governing the acquisition of all or some of the
existing remuneration elements in the event of exceptional
circumstances resulting in particular from a significant change
in the Group’s scope following a merger or sale, the
acquisition or creation of a significant new business activity or
the elimination of a significant business activity, a change in
accounting method or a major event affecting the markets
and/or L’Oréal’s major competitors.
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WORK SCHEDULE OF THE HUMAN RESOURCES AND REMUNERATION COMMITTEE CONCERNING THE REMUNERATION

OF THE EXECUTIVE OFFICER

October
2019

December
2019

92

Presentation of the 2019 study
on the executive officer’s
remuneration carried out by an
independent firm including:

* composition of the panel, link
between performance and
remuneration, balance and
structure of the remuneration.

Recommendations concerning
2018 remuneration

* evaluation and setting of the
variable remuneration after a
review of the 2018 financial and
non-financial results;

 draft Say On Pay resolution.

Recommendations concerning
2019 remuneration

e fixed remuneration;

* setting of the level of 2019 variable
remuneration, weighting of the
performance assessment criteria,
and of the objectives to be met;

e drafft resolution on the
remuneration policy.

Defined benefit pension

e review of the level of achievement
of performance conditions
for 2018.

Long-term incentive plans

* assessment of performance levels
achieved for the expiring 2015
ACAs (Conditional grants of shares)
Plan;

* analysis of the draft 2019 ACAs
Plan.

Recommendations for the 2019 ACAs plan:

* policy and rules for grants including

those applicable to the executive
officer;

¢ list of beneficiaries including the
executive officer;

* level of grants including those
to the executive officer.

Work on the changes introduced under the PACTE law affecting

the vote on remuneration:

* methodology for measuring remuneration ratios.

Work on the resolutions concerning the remuneration policy and
the ex-post Say on Pay following meetings with investors and proxy

advisors

¢ review of the planned changes to be submitted to the 2020 Annual General

Meeting.
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2.4.1.2.3. Policy with regard to fixed and
variable remuneration and granting
of performance shares

The key for allocating annual remuneration

The executive officer’s annual remuneration consists of a fixed
remuneration, an annual variable remuneration and the
granting of performance shares.

It does not include any exceptional components.

The Board of Directors adopts the various components of this
remuneration, paying attenfion fo the necessary balance
between each of them.

CORPORATE GOVERNANCE
Remuneration of executive officers

Each component of annual remuneration corresponds to a
well-defined and clearly substantiated objective.

The various components of annual remuneration form o
balanced whole with a breakdown that is approximately:

e 50/50 between fixed and annual variable remuneration on
the one hand and long-term remuneration (performance
shares) on the other;

e 50/50 between cash remuneration and share-based
remuneration;

e 75/25 between remuneration subject to performance
conditions and remuneration not subject to performance
conditions.

| DIAGRAM SHOWING THE BALANCE BETWEEN THE DIFFERENT COMPONENTS OF ANNUAL REMUNERATION

75% of remuneration
subject to performance
conditions

Performance
shares
50%

50% share-based remuneration:
long-term remuneration

remuneration 25%

25% of remuneration
not subject
to performance conditions

Fixed

Remuneration 25%

Annual
variable

50% cash remuneration:
annual remuneration

N.B.: the employer’s contributions to the addifional social protection plans are to be added to the above.

Fixed remuneration

The fixed remuneration must reflect the responsibilities of the
executive officer, his level of experience and his skills.

It is stable for several years and may be re-examined at the
fime of renewal of the term of office. It serves as a basis to
determine the maximum percentage of annual variable
remuneration.

Annual variable remuneration

Annual variable remuneration is expressed as a percentage of
fixed remuneration and can amount to a maximum of 100%
of the fixed remuneration.

It must not lead to taking inappropriate, excessive risks. For this
purpose, it must remain reasonable in comparison with the
fixed portion.

It is designed to align the remuneration allocated to the
executive officer with the Group’s annual performance and to
promote the implementation of its strategy year after year.

The variable remuneration is based on precise performance
appraisal criteria determined at the beginning of the year by
the Board of Directors.

It consists for 60%, of financial criteria that are directly
correlated with the Company’s performance indicators:

e growth in like-for-like sales as compared to the budget;

e growth in market share compared fo that of key
competitors;

e growth in operating profit as compared to the previous
year;

e growth in net earnings per share as compared to the
previous year;

e growth in cash flow as compared to the previous year.
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And for 40% of:

e non-financial criteria related, in particular, to progress in the
Sharing Beauty With Al sustainable development
programme and implementation of the Human Resources
and digital development policy;

e as well as qualitative criteria.

The financial and non-financial criteria are simple and
quantifiable. They represent a predominant portion of the
annual variable remuneration.

A limit on the qualitative portion is set every year.

The weighting of each of the criteria and the objectives to be
met are set at the beginning of the year concerned and
communicated to the executive officer.

Insofar as the payment of variable and exceptional elements
allocated to the Chairman and Chief Executive Officer are
subject to the approval of the Annual General Meeting of
shareholders, no provision has been made for an extension
period or the possibility for the Company to ask for variable
remuneration to be returned.

Granting of performance shares

Since 2009, the Board of Directors has awarded performance
shares to employees of the Group and, since 2012, also to its
executive officer, within the scope of Arficles L. 225-197-1 et
seq. of the French Commercial Code and the authorisafions
voted by the Annual General Meeting.

The objective of these grants is o encourage achievement of
the Group’s long-term objectives and the resulting value
creation for the shareholders. Consequently, the final vesting
of the shares is subject to performance conditions which are
recorded at the end of a vesting period of four years from the
grant date.

The value of these shares, estimated at the grant date
according fo the IFRS applied for the preparation of the
consolidated financial statements, represents approximately

Thresholds for final vesting:

Pursuant to the criterion relating to sales, in order for all the
performance shares granted fo finally vest for the
beneficiaries af the end of the vesting period, L'Oréal must
outperform the average growth in sales of the panel of
competitors consisting of the following companies: Unilever,

Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf,
Johnson & Johnson, Henkel, LVMH, Kao and Coty. Below this
level, the grant decreases. If the growth in L'Oréal's like-for-
like net sales is lower than the average growth in net sales of
the panel of competitors, no shares will be awarded under
this criterion.

50% of the executive officer’s fotal remuneration and may not
exceed 60%.

The Board of Directors reserves the possibility to decide on an
additional grant if a particular event justifies it. This potential
grant to the executive officer, duly documented by the Board
of Directors, cannot exceed a total annual ceiling (all grants
combined) of 5% of the total number of performance shares
granted in respect of that same financial year.

The executive officer is required to retain 50% of the free shares
finally allocated to him at the end of the vesting period, in
registered form, until the tfermination of his duties, following a
review of performance conditions.

The executive officer makes a formal undertaking not to enter
info any risk hedging fransactions with regard fo the
performance shares, until the end of the holding period set by
the Board of Directors.

An executive officer may not be granted performance shares
at the time of his departure.

Performance conditions

The performance criteria concern all the shares granfed to the
executive officer.

They take into account partly:

e growth in like-for-ike cosmetics sales of L'Oréal as
compared to a panel of L'Oréal’s major direct competitors;

e growth in L'Oréal’s consolidated operating profit.

The Board of Directors considers that these two criteriq,
assessed over a long period of three full financial years and
reapplied to several plans, are complementary, in line with the
objectives and specificities of the Group and are of a nature
to promote continuous, balanced long-term growth. They are
strict but remain a source of motivation for the beneficiaries.

The shares are only finally vested at the end of a four-year
period, allowing sufficient time tfo be able to assess the
performance achieved over three full financial years.

Pursuant to the criterion related to operating profit, in order
for all the performance shares granted to finally vest at the
end of the vesting period, a level of growth defined by the
Board, but not made public for confidentiality reasons, must
be met or exceeded. Below this level, the grant decreases.
If the operating profit does not increase in absolute value
over the period, no share will finally vest pursuant to this
criterion.

The results recorded each year to determine the levels of
performance achieved are published in chapter 7.
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| HISTORY OF THE ACHIEVEMENT OF PERFORMANCE CONDITIONS OVER THE LAST THREE FINANCIAL YEARS

Performance share plan dated:

17/04/2014 22/04/2015 20/04/2016

Arithmetical average of performances for financial years

2015 -2016 - 2017

2016 -2017 - 2018 2017 - 2018 - 2019

For 50%: Growth in like-for-like cosmetics sales as compared o +0.73 points +1.2 points +1.47 points
a panel of competitors*

For 50%: Growth in the Group’s operating profit +6.43% +3.91% +6.99%
Level of achievement of the performance conditions 100% 82.6% 100%

* Panel for the 2014 plan: Unilever, Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf, Johnson & Johnson, Henkel, LVMH, Kao, Revion, Elizabeth Arden.
Panel from the 2015 plan: Unilever, Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf, Johnson & Johnson, Henkel, LVMH, Kao, Coty.

Consequences on the performance shares in the event of
departure

The right to the performance shares is lost in the event of
departure from the Group due to resignation (other than in the
case of termination of corporate office in connection with the
exercise of pension rights under applicable retirement
regimes) or tfermination for gross misconduct or gross
negligence. In the event of dismissal of the executive officer,
the Board will decide, pursuant to the AFEP-MEDEF Code, on
the outcome of the performance shares granted from 2020
onwards.

The maintenance, excluding the above-mentioned cases, of
the benefit of the performance share grants to the executive
officer, in the event of his departure prior to expiry of the
vesting period, is motivated by the following considerations:

e the performance shares represent a predominant
component of the executive officer’'s annual remuneration
assessed during their year of grant;

e they are the consideration for the execution of his corporate
office subject to the achievement of long-term
performance;

e the maintenance thereof encourages the executive officer
to take a long-term view;

e the final vesting of the shares remains subject to
achievement of the performance conditions.

Other benefits

a) Remuneration for term of office as Director

The Board of Directors can decide to pay remuneration for the
office of Director to the executive officer. In such cases, the
remuneration would be paid in accordance with the same
rules as those applicable to other Directors.

b) Benefits in addition to remuneration
e Benefits in kind

There are no plans to supplement the executive officer’s fixed
remuneration by granting benefits in kind.

The executive officer benefits from the necessary material
resources for performance of his office such as, for example,
the provision of a car with a driver. These arrangements, which
are strictly limited to professional use, are not benéefits in kind.

e Additional social protection schemes

The executive officer continues to be treated in the same way
as a senior manager during the term of his corporate office
which allows him to continue to benefit from the additional
social protection schemes and, in particular, from the
employee benefit and healthcare schemes applicable to the
Company’s employees.

The amount of the employer’s confributions concerning the
defined contribution pension scheme will be deducted from
the pension due in respect of the defined benefit pension in
accordance with the provisions of this collective scheme.
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2.4.1.2.4. Breakdown of the components of remuneration for the 2020 financial year applicable to
Mr Jean-Paul Agon, the only executive officer concerned by this report

Amount Description

€2,200,000 At its meeting of 6 February 2020, on the recommendation of the Human Resources and Remuneration Committee,
the Board of Directors proposes at the Annual General Meeting of 21 April 2020 to maintain Mr Agon’s fixed
remuneration at the gross amount of €2,200,000 on an annual basis. This amount has not changed since 2014.

Fixed
remuneration

Annual variable Cap 100% The annual variable remuneration is designed to align the executive officer’s remuneration with the Group’s annual
remuneration of the fixed  performance and to promote the implementation of its strategy year after year. The Board of Directors strives to
remuneration encourage the executive officer both to maximise performance for each financial year and to ensure that it is

repeated and regular year-on-year.

Annual variable remuneration can amount to a maximum of 100% of the fixed remuneration.

Criteria for assessment of performance for 2020 Weightings
e Financial criteria 60%
e Growth in comparable sales as compared to the budget 15%
e Growth in market share as compared o the main competitors 15%
e Growth in operating profit as compared to 2019 10%
e Growth in net earnings per share as compared to 2019 10%
e Growth in cash flow as compared to 2019 10%
e Extra-financial and qualitative criteria 40%
* Quantifiable criteria: (% allocated equally among the following criteria) 25%

o CSR (Sharing Beauty With All programme)
» Human Resources: gender parity, development of talented employees, access to fraining
« Digital Development

* Individual qualitative performance: 15%
Management, image, company reputation, dialogue with stakeholders.

The quantifiable, financial (60%) and non-financial (25%) criteria account for 85% of annual variable remuneration.
The weighting of each of these criteria, both financial, extro-financial and qualitative, and the targets to be met
were set at the start of the year and communicated fo the executive officer. The assessment is made without
offsefting among criteria. Pursuant to Article L. 225-100 of the French Commercial Code, payment of the annual
variable remuneration is conditional on approval by the Annual General Meeting called to approve the 2020
financial statements.

Performance Conceming the granting of performance shares in 2020, the Board will be called upon to decide on the
shares implementation of a new plan within the scope of the authorisation requested from the Annual General Meeting on
21 April 2020.

The allocation that would be decided for Mr Jean-Paul Agon would comply with the recommendations of the AFEP-
MEDEF Code of January 2020 and, in particular, the recommendation on the value of the shares granted, which
must not deviate from L'Oréal’s prior practices: the value of the grant (estimated according fo IFRS), represents
approximately 50% of the executive officer’s total remuneration without exceeding 60%.

Mr Jean-Paul Agon is also required to hold 50% of the performance shares that are definitively awarded at the end
of the vesting period in registered form until the termination of his position.

Final vesting of these shares is subject to achievement of performance conditions which will be recorded at the end
of a four-year vesting period as from the grant date. Half of the number of finally vested shares would depend on
growth in like-for-like cosmetics sales compared to the growth of a panel of competitors, which consists of Unilever,
Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf, Johnson & Johnson, Henkel, LVMH, Kao, Coty; the other half
would depend on the growth in L’Oréal Group’s consolidated operating profit. The calculation will be based on the
arithmetical average for the three full financial years of the vesting period. The first full year taken intfo account for
assessment of the performance conditions relating fo this grant would be 2021.

Concemning the sales criterion, in order for all the performance shares granted to be finally vested by the
beneficiaries at the end of the vesting period, L'Oréal must outperform the average growth in sales of the panel of
competitors. Below this level, the grant decreases. If the growth in L'Oréal's like-for-like net sales is lower than the
average growth in net sales of the panel of competitors, no shares will be awarded under this criterion.

Concermning the criterion related to operating profit, a level of growth, defined by the Board, but not made public for
confidentiality reasons, must be met or exceeded in order for all the performance shares granted to finally vest for
the beneficiaries at the end of the vesting period. Below this level, the grant decreases. If the operating profit does
not increase in absolute value over the period, no share will finally vest pursuant to this criterion.

Remuneration €0 Mr Jean-Paul Agon did not wish to receive remuneration as Director (formerly called atfendance fees) in his

as Director capacity as Chairman and Chief Executive Officer.

Benefits in e Benefits in kind

addition Mr Jean-Paul Agon benefits from the necessary material resources for performance of his office such as, for
to remuneration example, the provision of a car with a driver. These arrangements, which are strictly limited to professional use, to the

exclusion of all private use, are not benefits in kind.

e Additional social protection schemes: defined contribution pension, employee benefit and healthcare schemes
Mr Jean-Paul Agon continues fo be treated in the same way as a senior manager during the entire tferm of his
corporate office which allows him fo continue to benefit from the additional social protection schemes and, in
particular, the employee benefit and healthcare schemes applicable to the Company’s employees. The amount of
the employer’s contributions concerning the defined contribution pension scheme will be deducted from the
pension due in respect of the defined benefit pension in accordance with the provisions of this collective scheme.
The continuation of this freatment was approved by the Annual General Meeting on 27 April 2010.
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2.4.2. Remuneration of the corporate officers for 2019

The information in this section relating to the remuneration of L'Oréal’s executive officers (the Directors and the Chairman and
Chief Executive Officer), required by Articles L. 225-37-3 | and L. 225-100 Il and Il of the French Commercial Code, is subject to the
approval of the Annual General Meeting of 21 April 2020 at the time of voting on Resolutions 8 and 9.

2.4.2.1. Remuneration paid during the 2019 financial year or allocated for that year to

Directors

A total amount of €1,341,490, within the limits of the €1,600,000
package voted for by the Annual General Meeting of 17 April
2018, allocated for financial year 2019, will be paid to the
Directors.

The Board of Directors met 7 times in 2019 (including one non-
remunerated meeting) and 21 meetings of its committees
were organised.

The average aftendance rates at meetings in 2019 are 96% for
the Board of Directors, 100% for the Strategy and Sustainable

Remuneration allocated for 2019

7 Board meetings (6 of which were
remunerated) 21 Committee meetings

Directors

Development Committee, 95% for the Audit Committee, 100%
for the Appointments and Governance Committee and 93%
for the Human Resources and Remuneration Committee.

It should be noted that the Board of Directors recorded the
wish expressed by Mr Jean-Paul Agon, in 2014, to forego
directors” fees in his capacity as Chairman and Chief
Executive Officer.

Mr Jean-Paul Agon does not receive any remuneration as a
Director of L'Oréal Group companies.

Remuneration allocated for 2018

paid in 2019 (in euros)

7 Board meetings (6 of which were
remunerated) 16 Committee meetings

paid in 2020 (in euros)

Mr Jean-Paul Agon 0 0
Ms Ana Sofia Amaral 80,500 80,500
Ms Sophie Bellon 140,000 134,250
Ms Francoise Bettencourt Meyers 84,000 77,500
Mr Paul Bulcke 107,000 107,000
Mr Patrice Caine 80,500 50,020
Ms Fabienne Dulac 66,000 -
Mr Axel Dumas 17,750 63,250
Ms Belén Garijo 74,000 78,775
Ms Béatrice Guillaume-Grabisch 94,000 94,000
Mr Bernard Kasriel 84,000 84,000
Mr Georges Liarokapis 94,000 94,000
Mr Jean-Pierre Meyers 107,000 107,000
Mr Jean-Victor Meyers 94,000 94,000
Ms Virginie Morgon @ 140,000 130,000
Ms Eileen Naughton @ 78,740 81,500
TOTAL 1,341,490 1,275,795

(1) Directors whose term of office began or ended during the 2019 financial year.

(2) Amount per Board meeting, increased to account for intercontinental travel for Directors located outside Europe.
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2.4.2.2. Remuneration paid in financial year 2019 or allocated for that year to

Mr Jean-Paul Agon

2.4.2.2.1. Fixed remuneration

At its meeting of 7 February 2019, and on the
recommendation of the Human Resources and Remuneration
Committee, the Board of Directors decided to maintain Mr
Jean-Paul Agon’s fixed annual remuneration at the gross
amount of €2,200,000. This has remained unchanged since
2014.

2.4.2.2.2. Annual variable remuneration

Concerning  Mr  Jean-Paul  Agon’s annual  variable
remuneration for 2019, the objective had been set at a gross
amount of €2,200,000, representing 100% of the fixed
remuneration. This sum represents the maximum amount of
variable remuneration that may be paid to him.

At its meeting on 7 February 2019, the Board of Directors had
set the variable remuneration criteria applicable for 2019 and
the respective weighting of such criteria. The financial criteria
represent 60% of the variable remuneration while the non-
financial criteria represent 40%. These financial criteria are
directly correlated with  the Company’s economic
performance indicators: growth in sales and market share as
compared fo its main competitors, in operating profit, EPS and
cash flow.

At its meeting on 5 February 2020, the Human Resources and
Remuneration Committee assessed the performance of
Mr Jean-Paul Agon with regard to each of the criteria set by

the Board for allocation of the annual variable remuneration.
The assessment is carried out on a criterion-by-criterion basis
without offsetting among the criteria.

The tight correlation between the criteria selected and the
economic performance of the Company requires strict
confidentiality. The Board decided that to disclose objectives,
even after the event, would provide the competition with
information about the implementation of its strategy at
operational level. The achievement rate is, however, published
for each of the financial criteria and for all non-financial and
qualitative criteria.

On the basis of the recommendations of the Human Resources
and Remuneration Committee, the Board of Directors
decided, at its meeting on 6 February 2020, to allocate
€2,168,831 to Mr Jean-Paul Agon for the 2019 annual variable
remuneration.

This represents 98.6% of the maximum amount of variable
remuneration that could be paid to him, respectively 100% for
financial targets and 96.5% for non-financial and qualitative
targets. The achievement rate of the financial criteria is
detailed in the table below.

For the record, following the approval by the Annual General
Meeting of 18 April 2019 (seventh resolution), an annual
variable remuneration was paid for financial year 2018 in a
total amount of €2,045,998, the Board of Directors having
considered on 7 February 2019, based on a proposal from the
Human Resources and Remuneration Committee, that 93.0%
of the maximum objective had been achieved.

| 2019 FINANCIAL OBJECTIVES (60% OF TOTAL ANNUAL VARIABLE REMUNERATION)

Achievement

FINANCIAL CRITERIA Weighting 2019 results rate 2019 Assessment
Comparable sales as compared to the budget 15% £€29,874 million ® > 100% ngpiffOmence in relation fo the
objective
Capped at 100%
Growth in sales compared with main 15% +2.8 points > 100% Outperformance in relation to the
competitors @ objective
Capped at 100%
Operating profit as compared to 2018 10% €5,547.5 million > 100% Outperformance in relation to the
ie +12.7% objective
Capped at 100%
Net earings per share as compared to 2018 © 10% €7.74 > 100% Oufperformance in relation fo the
ie. +9.3% objective
Capped at 100%
Cash flow as compared to 2018 10% €5,031.8 million > 100% Outperformance in relation to the
ie. +29.8% objective

Capped at 100%

RATE OF ACHIEVEMENT OF FINANCIAL CRITERIA 100%

(1) Budget not disclosed for confidentiality reasons.

(2) Panel of competitors: Unilever, Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf, Johnson & Johnson, Henkel, LVMH, Kao and Coty.
(3) Diluted net earnings per share attributable to owners of the Company from continuing operations excluding non-recurring items.
(4) Operational cumulative cash flow = Cash provided by operating activities - Purchases of property, plant and equipment and intangible assets.
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| 2019 EXTRA-FINANCIAL OBJECTIVES (40% OF TOTAL ANNUAL VARIABLE REMUNERATION)

CSR criteria: Sharing Beauty With All programme 2019 results 2018 results

The Sharing Beauty With All programme was launched in October 2013 by Mr Jean-Paul Agon. It structures the Group’s CSR strategy and sets
ambitious targets to be met by 2020. This project consists of four pillars, for which the 2019 achievements are set out in detail in chapter 4.

“Innovating Sustainably”

e Improved environmental or social impact for 100% of our e 85% of new products that have been screened have an 79%
products. improved environmental or social profile.

“Producing Sustainably” (plants and distribution centres)

e -60% on CO9 emissions. e -78% on CO, emissions (absolute value) -77%
e -60% water consumption. e -51% water consumption (per finished product unit) -48%
e -60% waste generation. e -35% waste production (by finished product unit) The objective of  -37%

0% waste from plants and distribution centres sent to landfill was
met from 2018.

“Living Sustainably”

e Each brand will have assessed its environmental and e 89% of brands have assessed their impact. 88%
social footprint.

e Each brand will have reported on its progress and o 57% of brands conducted a consumer awareness initiative. 57%
associated consumers with its commitments.

“Developing Sustainably”

e With the employees (L'Oréal Share & Care programme): e 94%® of the Group’s permanent employees have access 96%
100% of L'Oréal employees around the world will have to healthcare coverage reflecting the best practices in their
access to healthcare coverage and social protection in country of residence.
2020. o 91%M of the Group’s permanent employees benefit from 93%

financial protection in the event of life-changing accidents, such
as death or permanent disability.

96% of the Group’s strategic suppliers carried out a self- 93%
assessment of their Sustainable Development policy.

e \With strafegic suppliers.

e With communities. e Access to work for 90,635 people. 63,584
Human Resources criteria 2019 results 2018 results
Gender Balance
e Improving gender parity, in particular at the level of e 30% of Executive Committee members are women. 31%
senior management positions. o 47% of key positions held by women. 45%
e France: First place in Equileap France ranking No. 1in

® Worldwide: 2019 Equileap ranking: for the third consecutive year,  Europe
L'Oréal is among the TOP 5 most advanced companies in the
world in terms of gender parity, and is ranked no 2. in Europe.
For the third consecutive year, L'Oréal is ranked among the |dem
325 companies of the Bloomberg Gender-Equality Index 2020.

Talent Development

e Positive policy results for the recruitment of both e No. 12in the Universum global ranking (business schoals). No. 12
experienced and more junior talented employees, and
talent development all over the world, in order to favour
the emergence of local talent.

e Aftractive, targeted, digital employer communication. e Strong presence on social networks: 2.3 million followers on 1.67 million
LinkedIn.
e No. 2in the PotentialPark global ranking (recruiting/social media) N 2

Access to training

e 100% of employees will receive training once a year 96% of employees received training in 2019. 88%
starting in 2020. Over 202,000 hours of digital training. 184,000 hours

(1) Gradual integration of recent acquisitions and new subsidiaries.
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Digital development criteria 2019 results

Increase in sales achieved in e-commerce

e £4.6 billion in net sales, i.e. 15.6% of Group sales, up +52.4% compared to 2018.

Partnerships and innovation

e Continued development of technologies coming from the Modiface acquisition within the

framework of the accelerated service strategy conducted by the “Digital Services Factory”.
Roll-out of 487 projects on 21 brands in 75 countries, shiff fo the scale of virtual fry-outs of
makeup, hair colour, skin diagnostics, and production recommendations. Integration of our
Modiface technologies at 13 retailers, including Watsons, DM, Amazon, Sephora, TMall and
Lazada. Infegration of our Modiface technologies on the most important digital platforms
(Facebook, Instagram, YouTube, Snapchat, WeChat).

Continuation of the Company’s digital e Continued Transformation of the Marketing business line for every greater commitment online

transformation

with consumers (1.2 billion visitors to our websites, 1.3 billion in consumer information, 7.4 billion

views on YouTube videos, and 285 million fans on social media).

e 50% of media is digital and 78% is programmed. Focus on excellence in execution with
centralised production of our websites (>100/year) and real-fime monitoring of digital
performance using our proprietary “Cockpit” tool that collected over 1 billion pieces of data
per year on the performance of our digital initiafives, particularly our media RO, estimated ot
1.7 out of 100 in television.

Recruitment and training: over 2,200 digital experts recruited and 33,000 people trained as part
of the Upskiling programme (2015-2019). Move to the 2nd generation of digital skills tests
("DM1”) with the launch of the "CM1”: 94% of marketing feams took these tests and 7,800
applicants af the recruitment phase.

Gartner L2 Digital ranking

At least three brands in the top 10 Gartner L2 Digital fransformation ranking in the key countries:
USA, UK, France, Germany and China.

Qualitative criteria 2019 results

Management

e High retention rate for the Top 250.

e Simplicity programme: promote new ways of working, managing and interacting to further
increase growth and improve the quality of life at work via a collaborative and cooperative
approach. Training programme for 5,000 managers in 2019, representing a total of 16,000
managers frained in Simplicity since 2017.

® Pulse survey (internal employee opinion survey): improved results for 30 of the 33 questions
asked in 2018. The results with new generations demonstrate their commitment to the Group:
87% of Millennial employees are “proud to work for L’Oréal”, which is 10 points higher than the

external benchmark.

o GLASSDOOR awards: Jean-Paul Agon is ranked no. 1 in the “Top CEOs France” ranking

Image e L'Oréalis the only company in the world, among nearly 6,000, to have received three “"A”

Reputation of the Company
Dialogue with stakeholders

deforestation.

ratings from the Carbon Disclosure Project for the fourth consecutive year, which is the highest
score in three areas: climate, sustainable water management and the fight against

e Affendance at forums and conferences which promote the value of the Company in society:
e Appearances at the Forfune Forum, Forum of the Americas, CITEO
® Interview by David Rubinstein for the “92Y" (February 2019)
e Aftendance at the IFRI marking the 40th anniversary of the institution: “industry facing new
protectionism” (April 2019)
e Aftendance at the awards for best management theses (French Foundation for
Management Education (FNEGE), May 2019)
e Diversity and Inclusion: Participation in the Tech for Good Forum (chairman of the Tech for

Diversity group)

e Ethics: L'Oréal again ranked no. 1 worldwide in the Covalence EthicalQuote ethical reputation
index and was recognised for the fenth time as one of the world’s most ethical companies by
the Ethisphere Institute. L'Oréal is one of the world’s 36 UN Global Compact LEAD companies.
Ethics day on 8 October 2019: live webchat with Jean-Paul Agon open to all employees

worldwide.

Rate of achievement of extra-financial 96.5%
and qualitative targets

2.4.2.2.3. Granting of performance shares

Within the scope of Articles L. 225-197-1 et seq. of the French
Commercial Code and the authorisation of the Combined
General meeting of 17 April 2018, taking into account Mr Jean-
Paul Agon’s performances and the stronger share price, the
Board meeting of 18 April 2019 decided to grant him 24,000
performance shares (ACAs - Conditional grants of shares).

According to the IFRS applied for the preparation of the
consolidated financial statements, the estimated fair value of
one performance share (ACAs) under the plan of 19 April
2019, of which Mr Jean-Paul Agon is a beneficiary, is €226.25.
This fair value was €176.17 on 17 April 2018.

The estimated fair value according to the IFRS of the 24,000
performance shares (ACAs) granted in 2019 to Mr Jean-Paul
Agon is therefore €5,430,000.

These shares will only finally vest, in full or in part, if the
performance conditions described below are reached.
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Performance conditions

Final vesting of these shares is subject to achievement of
performance conditions which will be recorded at the end of
a four-year vesting period as from the grant date.

Half of the number of finally vested shares will depend on
growth in like-for-like cosmetics sales as compared to those of
a panel of competitors, such panel consisting in 2019 of
Unilever, Procter & Gamble, Estée Lauder, Shiseido, Beiersdorf,
Johnson & Johnson, Henkel, LVMH, Kao, Coty; the other half
will depend on the growth in the L'Oréal Group’s consolidated
operating profit.

The calculation will be based on the arithmetical average for
the three full financial years of the vesting period. The first full
year taken into account for assessment of the performance
conditions relatfing to this grant is 2020.

In order for all the performance shares granted to be finally
vested at the end of the vesting period pursuant to the
criterion related to sales, L'Oréal must outperform the average
growth in sales of the panel of competitors. Below this level,
the grant decreases. The Board defines a threshold, not made
public for confidentiality reasons, below which no share will
finally vest pursuant to this criterion.

In order for all the performance shares granted to be finally
vested at the end of the vesting period pursuant to the
criterion related to operating profit, a level of growth defined
by the Board, but not made public for confidentiality reasons,
must be met or exceeded. Below this level, the grant
decreases. If the operating profit does not increase in absolute
value over the period, no share will finally vest pursuant to this
criterion.

The figures recorded each year to determine the levels of
performance achieved are published in the Annual Financial
Report.

Main characteristics of the grant

Under this plan, 843,075 performance shares (ACAs) were
granted to 2,107 beneficiaries, representing 0.15% of the share
capital.

The conditional award of performance shares to Mr Jean-Paul
Agon in 2019 represented 2.85% of the fotal number of
performance shares granted and 0.004% of the share capital
at 31 March 2019.

Moreover, Mr Jean-Paul Agon, as an executive officer, shall
retain 50% of the shares which will finally vest for him at the end
of the vesting period in registered form, until the termination of
his duties as L'Oréal’s Chairman and Chief Executive Officer.

Furthermore, as for previous grants, Mr Jean-Paul Agon has
undertaken not to use any risk hedging instruments.

CORPORATE GOVERNANCE
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It should be noted that no stock options to purchase or
subscribe for shares, and no other long-term incentives, were
granted to Mr Jean-Paul Agon in 2019.

2.4.2.2.4. Remuneration as Director

At the Board meeting of 28 November 2014, Mr Jean-Paul
Agon informed the members of the Board of Directors that, in
his capacity as Chairman and Chief Executive Officer, he no
longer wished to receive remuneration for his service as
Director.

The Board of Directors duly noted the decision made by
Mr Jean-Paul Agon for 2014 and the following years.

2.4.2.2.5. Additional social protection schemes

Mr Jean-Paul Agon will continue to be treated in the same
way as a senior manager during the entire ferm of his
corporate office which allows him to continue to benefit from
the additional social protection schemes and, in particular, the
employee benefit and healthcare schemes applicable to the
Company’s employees.

The amount of the employer’s contributions to the employee
benefit and healthcare schemes amounted to €4,115 in 2019,
and the amount of the employer’s contribution fo the Defined
Contribution Pension scheme amounted to €6,281.

Under the Defined Contribution Pension Scheme (*RCD
L'Oréal”, as described in chapter 3 of this Document), whose
rights are strictly proportional to the conftributions paid, and
which benefits all employees of L'Oréal in France, the
estimated amount of Mr Jean-Paul Agon’s annual retirement
pension at 31 December 2019 would be €4,538 gross.

As for all other senior management executives of the Group,
the capital resulting from the employer contributions of the
L'Oréal RCD will be deducted from the amount of the pension
cover for the calculation of the life annuity potentially due
under this plan so that these benefits are not added up (see
section 2.4.3.4.).

As a reminder, the lifetime risk related to the plans resulting
from Article 83.2 of the French General Tax Code is borne by
the insurer.

As of 31 December 2019, the distribution of contributions was
as follows: a contribution from the Company, subject to a 20%
social contribution, of 0.5% for the portion of remuneration
below a French social security ceiling and 3% for the portion of
remuneratfion between one and six social security ceilings;
and an employee contribution of 0.2% for the portion of
remuneration below one French social security ceiling and 3%
for the portion of remuneration between one and six French
social security ceilings. The contributions paid by the Company
and the related taxes are deductible from the corporate
income tax.
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2.4.2.2.6. Remuneration ratios and annual changes in L’Oréal’s remuneration, ratios and

performance over five years

2015 2016 2017 Ol 00 2019 |
Chairman-CEO remuneration (€) 9,127,680 8,920,240 9,532,900 9,523,832 9,675,998
Change/N-1 -2.3% +6.9% -0.1% +1.6%
Average L'Oréal SA remuneration (€) 89,928 90,618 92,745 95,207 100,959
Change/N-1 +0.8% +2.3% +2.7% +6.0%
Median L'Oréal SA remuneration (€) 62,430 63,013 64,148 66,167 68,709
Change/N-1 +0.9% +1.8% +3.1% +3.8%
Average ratio 101 98 103 100 96
Change/N-1 -3 points +5 points -3 points -4 points
Median ratio 146 142 149 144 141
Change/N-1 -4 points +7 points -5 points -3 points
Group net sales (€bn) 25,257 25,837 26,023 26,937 29,873.6
Change/N-1 (like-for-like) +4.9% +4.8% +7.1% +8.0%
Group operating profit (€bn) 4,388 4,540 4,676 4,922 5,647.5
Change/N-1 +3.56% +3.0% +5.3% +12.7%

Methodology followed for calculating ratios:

Pursuant to Article L. 225-37-3 of the French Commercial Code,
for the calculation of average and median remuneration, the
scope used is that of L'Oréal SA, which comprises 7,758
employees as at 31 December 2019, 5,412 of whom are
managers and sales representatives, 1,959 are technicians
and supervisors and 387 are workers. This scope s
representative of the various business lines of L'Oréal:
Operations (plants and distribution centres), Sales, Marketing,
Digital, Research, Support functions, etfc.

For reasons of comparability, and in accordance with the
recommendations of the AFEP, the number of employees
selected for the calculation of average and median
remuneratfion corresponds to a full-time equivalent workforce
confinuously present over 24 months, excluding executive
officers. Remuneration is calculated on the basis of all
amounts paid or allocated during the financial year in
question.

It is stated that these ratios do not include all the benefits
enjoyed by employees, which are detailed in chapter 4
("L'Oréal Share & Care programme: an accelerator of social
progress” in section 4.3.2.4.).

2.4.3. Termination indemnities and pension scheme applicable to

the executive officer

These benefits are not related to performance of the corporate office, but could be due under the suspended employment

contract.

2.4.3.1. Maintenance of the employment
contract and separation of the
benefits attached to the
employment contract on the one
hand and to the corporate office
on the other

The AFEP-MEDEF Code to which L'Oréal refers, recommends,
but does not require, that companies should put an end to
combining an employment contract with a corporate office.

L'Oréal’s Board of Directors shares the objectives of this
recommendation which aims at avoiding the possibility of
concurrently obtaining benefits both from the employment
confract and the corporate office and at prohibiting any
interference with the possibility of removing executive officers
ad nutum. The Board of Directors has formally provided for the
methods of application of the objectives of the
recommendation, as adapted to the context in the L'Oréal
Group.

The Board’s infention is fo use the treatment set out below for
any new executive officer appointed who has over 15 years’
length of service in the Group at the time of his appointment.

As L'Oréal’s ongoing policy is to appoint employees who have
completely succeeded in the various stages of their careers in
the Group as executfive officers, the Board does not want
these executives to be deprived of the benefits to which they
would have contfinued to be entitled had they remained
employees, affer spending many years of their career at
L'Oréal.

The Board of Directors has considered that the objective
pursued by the AFEP-MEDEF recommendation could be fully
achieved by maintaining the suspension of the employment
contract and clearly separating out the benefits related to the
employment contract on the one hand from those relating to
the corporate office on the other.

Remuneration in respect of the corporate office will in no
event be faken info consideration for calculation of the
indemnities due pursuant to the collective agreement and the
Company-level agreements applicable to all L'Oréal’s senior
managers.
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The remuneration under the suspended employment confract
to be used to calculate all the rights attached thereto, and in
particular for the calculation of the defined-benefit pension,
will be established on the basis of remuneration at the date of
suspension of the contract. This remuneration will be revised
every year by applying the revaluation coefficient in respect
of salaries and pension contributions for the pensions published
by the pension insurance.

The length of service applied will take info consideration the
entire career, including the years spent as an executive
officer.

2.4.3.2. Termination indemnities,
retirement indemnities in the
event of voluntary retirement or
retirement at the Company’s
request, financial consideration
for the non-competition clause

In the event of departure, and depending on the reasons for
such departure, the executive officer will only be paid
termination indemnities, except in the event of gross
misconduct or gross negligence, retirement indemnities in the
event of voluntary retirement or retirement at the Company’s
request pursuant to the suspended employment contract
excluding any indemnity due in respect of the corporate
office.

These indemnities, which are attached solely to termination of
the employment contract and in strict application of the
French Natfional Collective Bargaining Agreement for the
Chemical Industries and the Company-level agreements
applicable to all L'Oréal’s managers, are due in any event
pursuant to the public policy rules of French labour law. They
are noft subject fo any condition other than those provided for
by the collective bargaining agreement or the above-
mentioned Company-level agreements.

In the event of termination of the employment contract,
financial consideration for the non-competition clause would
be paid under the terms of said contract, pursuant to the
provisions of the National Collective Agreement for Chemical
Industries, unless the executfive officer were to be released
from application of the clause. This clause does not apply in
the event of voluntary retirement or compulsory retirement on
the Company’s initiative: no consideration for non-competition
would be paid in such a situation.

2.4.3.3. Defined benefit pension scheme

The executive officer, subject to ending his career in the
Company, will benefit from one of the defined benefit
schemes currently applicable to the Group’s senior managers.
This is the scheme to which he was subject as an employee.

The main features of these schemes, which fall under
Article L. 137-11 of the French Social Security Code, are
explained in detail in section 4.3.2.5 and are listed below:

e they concern all the senior managers of L'Oréal in France,
whether active or refired, thereby involving more than
500 people;

e the minimum length of service requirement for access to the
schemes is 10 years;
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e the increase in the potential rights takes place over a long
period of fime, from 25 fo 40 years depending on the
scheme in question;

e the reference period taken info account for the calculation
of the benefits is three years; the average of the amounts of
remuneration for the best three years out of the last seven
years is used;

e the schemes are financed by contributions paid tfo an
insurance institution. These contributions are deductible from
corporate income tax and are subject to the employer’s
contribution as provided by Arficle L. 137-11.2a) of the
French Social Security Code at a rate of 24%.

In the light of the legal characteristics of defined benefit
pension schemes (the rights only accrue if the beneficiary
ends his career in the Company and the funding of this
scheme cannot be broken down individually by employee)
and on account of the characteristics specific to the L'Oréal
schemes, known as “differential” schemes since they take into
account, in order to supplement them, all the other pensions
such as those resulfing, inter alia, from the French basic and
supplementary pension schemes, the precise amount of the
pension annuity will in fact only be calculated on the date
when the beneficiary applies for all his pensions.

2.4.3.4. Situation of Mr Jean-Paul Agon

Mr Jean-Paul Agon, then Deputy Chief Executive Officer, was
appointed as Chief Executive Officer in April 2006, following a
brilliant career spanning 27 years with L'Oréal.

The Board of Directors noted that if, in accordance with the
AFEP-MEDEF  recommendation, Mr  Jean-Paul  Agon’s
employment contract with L'Oréal was to be terminated, Mr
Agon would lose the status he had acquired as a result of the
27 years he spent working for the Group as an employee.

The Board did not want Mr Jean-Paul Agon, who accepted
the office of Chief Executive Officer after 27 years working with
L'Oréal, to be deprived of the benefits to which he would
have continued to be enfited had he remained an
employee, and adopted the following measures:

1) Maintenance of the employment contract
and separation of the benefits attached to the
employment contract on the one hand and to
the corporate office on the other

The remuneration under the suspended employment contract
to be taken info account for all the rights attached thereto,
and in particular for the calculation of the defined benefit
pension referred to below, is based on the amount of
remuneration at the date of suspension of the contract in
2006, namely fixed remuneration of €1,500,000 and variable
remuneration of €1,250,000.

This remuneration is reviewed every year by applying the
revaluation coefficient in respect of salaries and pension
contributions published by the French State pension fund. As
at 1 January 2020 it is €1,725,000 of fixed remuneration and
€1,437,500 of variable remuneration.

The length of service applied takes intfo consideration his entire
career, including the years during which he was Chief
Executive Officer and Chairman and Chief Executive Officer.
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2) Termination indemnities, retirement indemnities in the event of voluntary retirement or
retirement at the Company’s request, financial consideration for the non-competition clause

Termination
indemnity and
non-competition
indemnity

Payment of the indemnities due under the suspended employment contract was approved by the Annual
General Meeting on 27 April 2010.

In the event of departure, and depending on the reasons for such departure, Mr Jean-Paul Agon would
only be paid termination indemnities, except in the event of gross misconduct or gross negligence, or
retirement indemnities in the event of voluntary retirement or retirement at the Company’s request, due
under the suspended employment contract.

These indemnities, which are aftached solely to termination of the employment contract and in strict
application of the National Collective Bargaining Agreement for the Chemical Industries and the Company-
level agreements applicable to all L'Oréal’s managers, are due in any event pursuant to the public policy
rules of French labour law. They are not subject to any condition other than those provided for by the
collective bargaining agreement or the above-mentioned Company-level agreements. The same applies
to the non-competition clause and the related financial consideration.

Pursuant to the schedule of indemnities under the National Collective Bargaining Agreement for Chemical
Industries, in the event of dismissal, except in the event of gross misconduct or gross negligence, the
indemnity would be capped, in light of Mr Jean-Paul Agon’s length of service, at 20 months’ remuneration
under the suspended employment contract.

In respect of the employment confract, pursuant to the provisions of the National Collective Bargaining
Agreement for Chemical Industries, in the event of fermination of the employment contract, the indemnity
due in consideration of the non-competition clause would be payable every month for two years on the
basis of two-thirds of the monthly fixed remuneration attached to the suspended employment contract
unless Mr Jean-Paul Agon were to be released from application of the clause. This clause does not apply in
the event of voluntary retirement or compulsory retirement on the Company’s initiative: no consideration for
non-competition would be paid in such a situation.

For information purposes, the cumulative amount of the indemnity provided for under the collective
bargaining agreement and the indemnity in consideration of the non-competition clause which would
have been due to Mr Jean-Paul Agon had his employment contract ended on 31 December 2019 through
tfermination, except in the event of gross misconduct or gross negligence, would have represented an
amount of less than 24 months of the fixed and variable remuneratfion which he received in 2019 as
executive officer.

3) Defined benefit pension scheme

Supplementary
pension scheme

Mr Jean-Paul Agon benefits, under his suspended employment contract, from the Garantie de Retraite des
Membres du Comité de Conjoncture (Pension Cover of the Members of the "Comité de Conjoncture”)
scheme closed on 31 December 2000. The main features of this scheme, which falls under Article L. 137-11 of
the French Social Security Code, are as follows:

e around 120 senior managers (active or retfired) are concerned;

e the minimum length of service requirement was 10 years at the fime of closure of the scheme on
31 December 2000;

e the Pension Cover may not exceed 40% of the calculation basis, plus 0.5% per year for the first 20 years,
then 1% per year for the following 20 years, nor may it exceed the average of the fixed portion of the
remuneration for the three years used as the calculation basis out of the last seven years prior to the end of
the beneficiary’s career in the Company;

e the Guarantee is financed by contributions paid to an insurance institution. These contributions are
deductible from corporate income tax and are subject to the employer’s contribution as provided by
Article L. 137-11,2a) of the French Social Security Code at a rate of 24%.

For information purposes, the gross estimated amount of the pension that would be paid to Mr Jean-Paul
Agon, under L'Oréal’s "Garantie de Retraite des Membres du Comité de Conjoncture” (Pension Cover of
Members of the Economic Committee) scheme, had he been able to apply for a full-rate pension from the
French social security scheme on 31 December 2019, after 41 years’ length of service at L'Oréal, would be
€1.6 million, i.e. around 37% of the fixed and variable remuneration he received as executive officer in 2019.

This information is given as an indication after estimating the main pension entitlements accrued by Mr Jean-
Paul Agon, at 65 years of age, as a result of his professional activities, according to the rules regarding the
application for payment of such pensions in force at 31 December 2019 and which may be subject to
change.

The amount of the pension paid to Mr Jean-Paul Agon, under L'Oréal’s “Garantie de Retraite des Memibres
du Comité de Conjoncture” (Pension Cover of the Members of the Comité de Conjoncture) scheme will in
fact only be calculated on the date when he applies for all his pensions.

As a reminder, the rights to the defined benefit pension are uncertain and conditional on the beneficiary
ending his career in the Company. The funding of this scheme by L'Oréal cannot be broken down individually
by employee.
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The above provisions are subject fo the regulated agreements
and commitments procedure. The corresponding agreement
was approved by the Annual General Meeting on 27 April
2010 making a decision with regard to the Special Report
prepared by the Statutory Auditors.

The provisions of this agreement remained unchanged within
the scope of the appointment of Mr Jean-Paul Agon as
Chairman and Chief Executive Officer as from 18 March 2011
and the renewal of his term of office on 17 April 2014 and 17
April 2018. Pursuant to Arficle L. 225-40-1 of the French
Commercial Code, this agreement was examined by the
Board of Directors on 7 February 2019, which confirmed the
relevance and terms thereof. The Annual General Meeting of
17 April 2018 approved, pursuant to the old Arficle L 225-42-1
of the French Commercial Code, the implementation of the
provisions of Mr Jean-Paul Agon’s employment contract for
the duration of the renewed corporate office, as approved by
the Annual General meeting on 27 April 2010, corresponding
to defined benefit pension scheme commitments. The Board
of Directors has subordinated the increase in conditional rights
for the period to the achievement of the performance
conditions, assessed in light of the Company’s performance.

It is specified that pursuant to the provisions of the agreement
to suspend the employment contract on defined benefit
pension commitments and for the period of exercise of his new

term of office:

e the calculation basis of the Chairman and Chief Executive
Officer’s pension will be revalued on the basis of the salaries

4) AMF summary table

CORPORATE GOVERNANCE
Remuneration of executive officers

and contributions revaluation coefficient published by the
French state pension fund (Caisse nationale d’assurance
vieillesse), as set out above; and

e secondly, the Chairman and Chief Executive Officer will
continue to accrue seniority during the renewed term of his
corporate office, up to the date on which he reaches the
upper limit of 40 years of service required under the scheme,
namely, on 1 September 2018. As a result, no other
supplementary annuity may be subsequently granted fo
him.

The increase for a financial year will depend on the
achievement of at least 80% of the performance targets taken
info account to determine the annual variable remuneration
of Mr Jean-Paul Agon. If the 80% threshold is not met, no
increase will be granted for the financial year in question.

At its meeting of 6 February 2020, the Board of Directors noted
that the performance conditions were fully met. Therefore, the
Board decided that the Chairman and Chief Executive
Officer benefits from the principle of the revaluation of his
pension on the basis of the salaries and contributions
revaluation coefficient published by the French State pension
system (Caisse nationale d’assurance vieillesse) (coefficient
equal to 1.01 for 2019).

The table set out below, presented in the form recommended by the AMF, clearly shows that there are no concurrent benefits
under the suspended employment contract and the corporate office.

It is moreover stated that the AMF considers that a company complies with the AFEP-MEDEF Code when it explains the
maintenance of the employment contract of a senior manager as being due to his length of service as an employee in the
Company and his personal situation and provides detailed substantiation in this respect.

Mr Jean-Paul Agon
Chairman and Chief Executive Officer

Employment contract @

Indemnities or benefits due or which
may become due as a result of
termination or change of duties

Supplementary pension scheme ©

Indemnities relating to a
non-competition clause ©

Yes No Yes No
X X

Yes No Yes No

X X

(1) Mr Jean-Paul Agon has been a Director since 25 April 2006, the date on which he was appointed as Chief Executive Officer. His term of office
was renewed at the Annual General meeting on 27 April 2010. Mr Jean-Paul Agon has been Chairman and Chief Executive Officer since 18 March
2011. His term of office was renewed on 17 April 2014, and on 17 April 2018 for a four-year period.

(@) Mr Jean-Paul Agon’s employment contract is suspended throughout the entire length of his corporate office.

(8) Pursuant to his employment contract, Mr Jean-Paul Agon is entitled to benefit from the “Garantie de Retraite des Membres du Comité de
Conjoncture” (Pension Cover of the Members of the Comité de Conjoncture) scheme as described in chapter 3. This defined benefit pension
scheme provides that the building up of rights fo benefits is conditional on the beneficiary ending his career in the Company; the funding of this

scheme by L'Oréal cannot be broken down individually by employee.

(4) No indemnity is due in respect of termination of the corporate office. In respect of the employment conftract, pursuant to the schedule of
indemnities of the National Collective Bargaining Agreement for Chemical Industries, in the event of termination, except in the case of gross
misconduct or gross negligence, the termination indemnity would be capped, in light of Mr Jean-Paul Agon’s length of service, at 20 months’
remuneration related to the employment contract (see section 2.4.3.4. on the accumulated amount of the contractual indemnity and the

indemnity due in consideration of the non-competition clause).

%) In respect of the employment confract, pursuant to the provisions of the National Collective Bargaining Agreement for Chemical Industries, in
the event of fermination of the employment contract (excluding compulsory retirement on the Company’s inifiative), the indemnity due in
consideration of the non-competition clause would be payable every month for two years on the basis of two thirds of the monthly fixed
remuneration related to the employment contract unless Mr Jean-Paul Agon were to be released from application of the clause (see section
2.4.3.4 on the accumulated amount of the contractual indemnity and the indemnity due in consideration of the non-competition clause).
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2.4.4. Summary table of Mr Jean-Paul Agon’s remuneration Chairman and

Chief Executive Officer

In Euros Amounts allocated Amounts paid Amounts allocated Amounts paid
Fixed remuneration 2,200,000 2,200,000 2,200,000 2,200,000
Annual variable remuneration® 2,168,831 2,045,998 2,045,998 2,038,732
Exceptional remuneration - - - _
Remuneration for term of office as Director - - - -
Benefits in kind - - - -
TOTAL 4,368,831 4,245,998 4,245,998 4,238,732

(1) The variable remuneration due for year N is paid in N +1. The variable remuneration for 2019 will be paid subject to the approval of Resolution 9 by the Annual General

Meeting on 21 April 2020.

SUMMARY TABLE OF REMUNERATION AND PERFORMANCE SHARES AWARDED TO MR JEAN-PAUL AGON,

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

In Euros

Remuneration due in respect of the financial year
Value of performance shares granted during the financial year
TOTAL

4,368,831 4,245,998
5,430,000 @ 5,285,100 @
9,798,831 9,531,098

(1) Corresponding to 24,000 performance shares x €226.25 (estimated fair value on 18 April 2019 according to the IFRS applied for the preparation of the consolidated

financial statements).

(2) Corresponding to 30,000 performance shares x €176.17 (estimated fair value on 17 April 2018 according to the IFRS applied for the preparation of the consolidated

financial statements).

HISTORY OF THE STOCK OPTIONS GRANTED TO MR JEAN-PAUL AGON SINCE HIS APPOINTMENT
AS AN EXECUTIVE OFFICER THAT CAN STILL BE EXERCISED AT 31 DECEMBER 2019 (SEE ALSO CHAPTER 7)

Number of options Number of options First possible date of Subscription price
Grant date granted not yet exercised exercise Date of expiry (euros)
22 April 2011 200,000 ™ 200,000 23.04.2016 22.04.2021 83.19

(1) At its meeting on 22 April 2011, the Board of Directors awarded 400,000 stock options to Mr Jean-Paul Agon. Mr Agon waived 200,000 of these options. He therefore
benefits from 200,000 stock options under the plan decided by the Board of Directors on 22 April 2011.

TABLE OF STOCK OPTIONS FOR NEW OR EXISTING SHARES EXERCISED BY MR JEAN-PAUL AGON DURING THE 2019

FINANCIAL YEAR

Stock options for the purchase or subscription

Grant date

of shares exercised

Exercise price

27 April 2010 200,000

€80.03

Mr Jean-Paul Agon, as executive officer, must retain a number
of shares corresponding to 50% of the “balance of the shares
resulting from the exercise of the stock options”, in registered
form, until the fermination of his duties as Chairman and Chief
Executive Officer of L'Oréal.

The “balance of the shares resulting from the exercise of the
stock options” should be understood to mean the fotal
number of shares resulfing from the exercise of stock options
minus the number of shares that have to be sold fo finance the
exercise of the stock options in question and, where

applicable, the payment of any immediate or deferred taxes,
social contributions and costs relating to the exercise of these
stock options as applicable at the date of exercise of the
options. If the number of shares thus determined which must
be retained until the termination of Mr Jean-Paul Agon’s duties
as Chairman and Chief Executive Officer is not a whole
number of shares, the number of shares will be rounded down
to the nearest whole number of shares.

Mr Jean-Paul Agon has undertaken not fo enter info any risk
hedging transactions.
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HISTORY OF CONDITIONAL GRANTS OF SHARES (ACAS) TO MR JEAN-PAUL AGON SINCE HIS APPOINTMENT
AS AN EXECUTIVE OFFICER

Date of final First possible date
Number of ACAs Performance Grant value vesting of all or Number of finally of sale of a
Grant date granted conditions © (IFRS fair value) part of the ACAs vested shares portion of them @
17 April 2012 ® 50,000 Yes 3,853,500 18 April 2016 50,000 18 April 2018
26 April 2013 @ 40,000 Yes 4,494,800 27 April 2017 40,000 27 April 2019
17 April 2014 ® 40,000 Yes 4,183,200 18 April 2018 40,000 18 April 2020
22 April 2015 ® 32,000 Yes 5,167,680 23 April 2019 26,432 23 April 2021
20 April 2016 @ 32,000 Yes 4,938,240 21 April 2020 32,000 21 April 2020
20 April 2017 @ 32,000 Yes 5,340,800 21 April 2021 N/A 21 April 2021
17 April 2018 @ 30,000 Yes 5,285,100 18 April 2022 N/A 18 April 2022
18 April 2019 @ 24,000 Yes 5,430,000 19 April 2023 N/A 19 April 2023

(1) At the end of the vesting period, Mr Jean-Paul Agon, as a French resident on the date of granting the shares, is required to hold the finally vested shares for an additional
two-year period during which the shares may not be transferred.

(@) The 20 April 2016, 20 April 2017, 17 April 2018 and 18 April 2019 Plans set a four-year vesting period, without any holding period.

(3) See the performance conditions in chapter 6 of this document.

(4) Mr Jean-Paul Agon, as executive officer, shall retain 50% of the finally vested shares in registered form until the end of his ferm of office as Chairman and Chief Executive
Officer of L’Oréal. Mr Jean-Paul Agon has undertaken not to enter into any risk hedging fransactions.

TABLE OF PERFORMANCE SHARES THAT BECAME AVAILABLE DURING THE 2019 FINANCIAL YEAR FOR EACH
EXECUTIVE OFFICER

Date of final vesting of all First possible date of sale
Grant date Number of ACAs granted Grant value (IFRS fair value) or part of the ACAs of a portion of them
26 April 2013 ® 40,000 4,494,800 27 April 2017 27 April 2019

(1) Mr Jean-Paul Agon, as executive officer, shall retain 50% of the finally vested shares in registered form until the end of his term of office as Chairman and Chief Executive
Officer of L’Oréal. Mr Jean-Paul Agon has undertaken not to enter into any risk hedging transactions.
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2.5. SUMMARY TABLE OF THE RECOMMENDATIONS OF THE AFEP-
MEDEF CODE WHICH HAVE NOT BEEN APPLIED

Recommendations of AFEP-MEDEF Code

L’Oréal’s practices and justifications

Independence criteria for Directors (point 9.5 of the Code):

Criterion providing that in order to be considered as
independent a Director must not “have been a Director
for more than twelve years”.

The Board of Directors has carefully examined the situation of Mr Bernard Kasriel, whose
term of office, which was renewed by 98.49% on 20 April 2016, has exceeded 12 years.
The Board of Directors ook info account the objectivity that this latter has always shown
at the time of the debates and decisions of the Board, and his ability to 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 fo his experience as a senior
management executive at the very highest level of a large international group, a
remarkable independent spirit, perspective, and freedom to speak, enabling him to
simultfaneously challenge and support General Management in defining the Group’s
strategy.

Thesegéuqliﬂes, combined with a deep understanding of the Group, enable him to
understand the challenges facing the Company in order to make an effective
conftribution 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 Kasriel fo automatically
lose his status as independent Director.

It is stated that Mr Bernard Kasriel has informed the Board of Directors that he does not
wish to request the renewal of his term of office, which expires at the end of the Annual
General Meeting of 21 April 2020.

Composition of the Committees: proportion of independent members of the Committees (points 16.1 and 17.1 of the Code):

The proportion of independent Directors on the Audit
Committee must be at least two-thirds.

The Selection or Appointments Committee and the
Remuneration Committee must be composed of a
maijority of independent Directors.

The Audit Committee consists of 60% of independent Directors (i.e., three out of five,
excluding Directors representing the employees). The Committee is chaired by Ms
Virginie Morgon, an independent Director. The Board of Directors considers this
composition satisfactory in light of the necessary presence of two Directors from
L'Oréal’s majority shareholders and its choice of maintaining a limited number of
members in order to ensure the efficiency of the work of this Committee which requires
a certain level of expertise in finance or accounting.

The Appointments and Governance Committee currently consists of 50% independent
Directors. The Committee is chaired by Ms Sophie Bellon, an independent Director.
Furthermore, it should be noted that the Haut Comité de Gouvernement d’Entreprise
(High Committee on Corporate Governance) specified that “an Audit Committee that
consists of three independent members out of five, or a Remuneration Committee with
two out of four, remains in keeping with the spirit of the code as long as they are
chaired by an independent Director” (Report of October 2014).

Employment contract of the corporate executive officer (point 22 of the Code):

It is recommended, though not required, that when a
senior manager or executive becomes a corporate
officer of the Company, his/her employment contract
with the Company or another company of the Group
should be terminated by agreed termination or by
resignation.

The Board of Directors considered that the objective pursued by this recommendation
can be fully achieved by maintaining the suspension of the employment contract and
clearly separatfing out the benefits related to the employment contract on the one
hand from those relating to his corporate office on the other. Furthermore, the Board of
Directors has decided to eliminate all right to any indemnity in the event of termination
of the corporate office. This position of the Board applies to the current office of Mr
Jean-Paul Agon and, in future, to any new executive officer appointed who has over
15 years’ length of service in the Group at the time of appointment. L'Oréal’s ongoing
policy has been to appoint employees who have completely succeeded in the various
stages of their career in the Group as executive officers. This is how Mr Jean-Paul Agon,
then Deputy Chief Executive Officer, was appointed as Chief Executfive Officer of
L’Oréal in April 2006, following a briliant career spanning 27 years with L'Oréal. The
Board of Directors noted that if, in accordance with the AFEP-MEDEF recommendation,
Mr Jean-Paul Agon’s employment contract with L'Oréal was to be terminated, Mr Agon
would lose the status he acquired as a result of the twenty-seven years he spent working
for the Group as an employee.

The AMF, in its recommendation 2012-02 updated on 30/11/2018, considers that a senior
manager’s length of service as a company employee and their personal situation may
justify their employment contract remaining in place if the company makes the
modifications appropriate for their individual situation (length of service and description
of the benefits granted under the employment contract).
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2.6. SUMMARY STATEMENT OF TRADING BY CORPORATE OFFICERS
IN L’OREAL SHARES IN 2019

(ARTICLE 223-26 OF THE GENERAL REGULATION OF THE AUTORITE DES MARCHES FINANCIERS)

Person concerned Description of the financial instrument Nature of transaction 1rgl:sr22t?cr>r?sf Total amount
Jear_l-PauI Agon ) _ Equity securities Sale 20 €22,995,561.60
g:'fﬁ':"e':"’" and Chief Executive Exercise of options under the SO plan  Exercise of stock options 2 €16,006,000.00
of 27/04/2010
Equity securities Acquisition 1 €0.00
CD-)_eor?es Liarokapis Employees Mutual Fund (FCPE) Acquisition 1 €21,033.89
irector

2.7. STATUTORY AUDITORS' SPECIAL REPORT ON RELATED-PARTY
AGREEMENTS AND COMMITMENTS

(Annual General Meeting held to approve the financial statements for the year ended December 31, 2019)

This is a free franslation into English of the Statutory Auditors’ special report issued in French and is provided solely for the
convenience of English speaking readers. This report should be read in conjunction with, and constfrued in accordance with, French
law and professional auditing standards applicable in France.

L'Oréal
14, rue Royale
75008 Paris

To the Shareholders,

In our capacity as Statutory Auditors of your Company, we hereby report to you on related-party agreements.

It is our responsibility to report to shareholders, based on the information provided to us, on the main tferms and conditions of, as well
as the reasons provided for, the agreements that have been disclosed to us or that we may have identified as part of our
engagement, without commenting on their relevance or substance or identifying any undisclosed agreements. Under the
provisions of article R.225-31 of the French Commercial Code (Code de commerce), it is the responsibility of the shareholders to
determine whether the agreements are appropriate and should be approved.

Where applicable, it is also our responsibility to provide shareholders with the information required by article R.225-31 of the French
Commercial Code in relation to the performance during the year of agreements already approved by the Annual General
Meeting.

We performed the procedures that we considered necessary with regard to the professional guidelines of the French National
Institute of Statutory Auditors (Compagnie Nationale des Commissaires aux Comptes) applicable to this engagement. These
procedures consisted in agreeing the information provided to us with the relevant source documents.

Agreements submitted for the approval of the Annual General Meeting

Agreements authorised during the year

We were not informed of any agreements enfered info during the year to be submitted for approval at the Annual General
Meeting pursuant to the provisions of article L.225-38 of the French Commercial Code.

Agreements already approved by Annual General Meeting

Agreements approved during previous years

In accordance with article R.225-30 of the French Commercial Code, we were informed that the following agreement, already
approved by the Annual General Meeting of April 27, 2010 and described in our special report of February 19, 2010, continued to
be performed during the year.
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Agreement concerning Jean-Paul Agon, Chairman and Chief Executive Officer
e Suspension of Jean-Paul Agon’s employment confract during the term of his corporate office;
e Elimination of all rights to remuneration in respect of the corporate office:

In the event of departure, and depending on the reasons for such departure, Jean-Paul Agon will only be paid the termination
indemnities (save for gross misconduct or gross negligence) or retirement indemnities due in the event of voluntary retirement or
retirement at the Company’s request pursuant to the employment contract that has been suspended. These indemnities, which are
attached solely to fermination of the employment confract and in strict application of the French collective bargaining
agreement for the chemicals industry (Conventfion collective nationale des industries chimiques) and the company-level
agreements applicable to all L'Oréal managers, are automatically due pursuant to the public policy rules of French labour law.
They are not subject to any condition other than those provided for by the collective bargaining agreement or the above-
mentioned company-level agreements. The same applies to the non-competition clause and the related financial consideration.

Under no circumstances may the remuneration in respect of the corporate office be taken into consideration for the calculation of
the indemnities due pursuant to the collective bargaining agreement and the company-level agreements applicable to all L'Oréal
senior managers.

Jean-Paul Agon will contfinue to benefit from the defined-benefit pension scheme currently applicable to the Group’s senior
managers, as described in chapter 2 of the management report.

e Terms and conditions relatfing to the suspension of Jean-Paul Agon’s employment contract:

- The reference remuneration to be taken into account for all rights attached to the employment contract and in particular for
the calculation of the pension under the defined-benefit scheme will be based on the amount of remuneration at the date of
suspension of the employment contract in 2006, namely, fixed remuneration of €1,500,000 and variable remuneration of
€1,250,000. This reference remuneration is revised annually by applying the revaluation coefficient in respect of salaries and
pension conftributions published by the French state pension fund (Caisse nationale d’assurance vieillesse). As of January 1,
2020, the fixed remuneration amounted to €1,725,000 and the variable remuneration to €1,437,500.

- The seniority applied will cover his entire career, including his years as Chairman and Chief Executive Officer.

e Jean-Paul Agon will continue to be treated in the same way as a senior manager throughout the term of his corporate office,
which allows him to benefit from the additional social protection schemes, including the employee benefit and healthcare
schemes applicable to the Company’s employees, as described in chapter 2 of the management report.

Neuilly-sur-Seine and Paris-La Défense, February 17, 2020
The Statutory Auditors
PricewaterhouseCoopers Audit Deloitte & Associés

Anne-Claire FERRIE Frédéric MOULIN
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RISK FACTORS AND CONTROL ENVIRONMENT

Definition and objectives of Internal Control

At the request of the Chairman and Chief Executive Officer and the Board of Directors, the
Administration and Finance Department compiled the information contained in this Document
on the basis of the different types of work carried out by departments responsible for Internal
Control and Group Risk Management, which is designed to cover the main operational,
industrial and environmental, legal and regulatory, financial and market risks, and to present
the associated mechanisms for prevention and control.

3.1.

3.1.1. Reference work

For the preparation and drafting of this Document and the
definition of Infernal Control, L'Oréal used the Reference
Framework and its application guide initially published in
January 2007, and updated on 22 July 2010 by the Autorité
des Marchés Financiers (AMF).

3.1.2.

In L'Oréal, Internal Control is a system that applies to the
Company and its consolidated subsidiaries (“the Group™) and
aims at ensuring that:

Internal Control Objectives

e economic and financial targets are achieved in
compliance with the laws and regulations in force and the
Group’s Ethical Principles and standards;

e the orientations set by General Management are followed;

e the Group’s assets and reputation are valued and
protected;

e the Group’s financial and accounting information is reliable
and provides tfrue and fair statements.

By conftributing 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. There are however limits inherent in any system and
process. These limits result from a number of factors, in
particular the uncertainties of the outside world or
malfunctions that may occur due to fechnical or human
failures.

The handling of a risk relies in particular on an informed choice
between the challenges to be controlled, the opportunities to
be seized and the cost of the risk management measures,
taking into account the effects of these measures on the
occurrence and the impact of the risk.

DEFINITION AND OBJECTIVES OF INTERNAL CONTROL

3.1.3. Continuous improvement of
the Internal Control system

With the aim of continually improving the system of Internal
Control, the Group continued with its efforts in 2019 by taking
the following actions:

The corpus of standards and procedures was bolstered with, in
particular:

® new summary operating guides made available fo restate
the Group’s principles and to facilitate the sharing of best
practices (use of social media, management of influencers,
payroll management, safety of people and property, legal
charter, supply chain, retail, digital, and the protection of
personal data);

e in addition, the existing standards are regularly revised to be
adapted to new challenges;

e an updated version of the Group’s digital standard (see
"Communication of information inside the Group” in Section
3.2.1.);

e revamping of the programme to raise awareness of the risks
of fraud.

The deployment of online fraining (prevention of corruption,
data security, competition, personal data protection) is
ongoing.

The network of Internal Control managers continued to be
built up worldwide through:

e specific fraining courses;

e O special-purpose  communication platform  that
encourages and facilitates the sharing of best practices.

Communication within the Group on the main priorities of the
Internal Control is promoted by the “Internal Control Awards”,
which reward the best global initiatives, and through the Risk
Management and Compliance Department’s intranet which
makes it possible to communicate all over the world on
Internal Control initiatives, tools and events.
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3.2.
MANAGEMENT PROCESSES

3.2.1. Organisation and environment

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

The Group's Ethical Principles

Ethical Principles

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 to everyone. It is on these Ethical Principles
that its sustainable development, social and societal
responsibility, complionce and philanthropy policies are
based.

L'Oréal’s Code of Ethics is available in 45 languages and in
Braille in English and French. It is distributed to all employees
around the world. It enables employees to understand how
these Ethical Principles need to be reflected in their behaviour
and actions by providing simple rules and a description of
concrete situations they may encounter. The Code of Ethics
applies to all employees, corporate officers and members of
the Executive and Management Committees of the Group
and its subsidiaries worldwide. Since 2010, 13 supplements to
the Code of Ethics have covered certain aspects of the Code
in more details.

The Senior Vice-President and Chief Ethics
Officer

He reports directly to the Chairman and Chief Executive
Officer and keeps him informedon a regular basis.

The Senior Vice-President and Chief Ethics Officer’s mission is
to:

e ensure the promotion and integration of best practices
within the Group, providing guidance in ethical decision-
making;

e oversee employee fraining;

e oversee the management of concerns and directly
manage those related to senior management positions;

e measure and assess the Company’s ethical performance.

He regularly informs the Board of Directors and the Executive
Committee.

He has a dedicated budget and tfeam, unrestricted and on
first demand access to all information and documents

RISK FACTORS AND CONTROL ENVIRONMENT
Components of the Internal Control and Risk Management processes

COMPONENTS OF THE INTERNAL CONTROL AND RISK

concerning the Group’s activities and can call upon all the
Group’s teams and resources to carry out his mission.

The Senior Vice-President and Chief Ethics Officer moreover
oversees respect for human rights within the Group (see
section 4.3.3) and is L'Oréal’s representative for the United
Nations Global Compact and NGOs linked to his activity.

Implementation of L’Oréal’s ethics and human
rights approach

Country Managers (or for Corporate or Zone staff, the
members of the Group’s Executive Committee to whom they
report) are responsible for ensuring the respect of the Code of
Ethics. The Senior Vice-President and Chief Ethics Officer
systematically meets each new Country Manager and the
Group’s main senior managers to raise awarness on their role.
Senior managers also benefit from a tool fo help develop their
ethics leadership as weel as specific fraining.

The role of the 75 Ethics Correspondents throughout the world
is to assist the members of the Executive Committee and the
Country Managers in implementing the ethics programme and
to provide all employees with a local point of contact, whilst
promoting the normal routes for handling concerns by
management and  Human  Resources. The  Ethics
Correspondents benefit every year from specific support and
training programme.

The Senior Vice-President and Chief Ethics Officer regularly
visits the Group’s entities all over the world (head offices,
plants, distribution centres and research centres) to meet
employees at all levels of the Company and visit the various
sites. Since the end of 2013, he has carried out 105 country
Visits.

The ethical and human rights risks are mapped and regularly
updated, which includes suppliers and subcontractors (see
Section 3.4.3.2). A practical tool has been created to enable
Country Managers fo evaluate and analyse eventual local
ethical risks and to take the necessary measures to prevent
them. An annual reporting system allows to monitor the
implementation of the ethics programme. The subsidiaries are
informed of their potential areas for improvement by the
Office of the Chief Ethics Officer. Ethics risks are systematically
reviewed during audit assignments, through individual
intferviews. These interviews are conducted separately with the
Country Manager and the Administrative and Financial
Director.

For prospective acquisitions, the responses to the “Ethics and
Human Rights questionnaire” submitted to target companies
serve to identify whether such companies have carried out
their risk analysis consideration, namely those related to
business ethics.

A specific and compulsory e-learning course on ethics is
available in all subsidiaries. As of 31 December 2019, 72% of
employees with access to the online module had completed
this course. The Office of the Chief Ethics Officier also dispenses
classroom training as part of the ongoing training of managers
and certain business functions (Country Managers, Buyers,
Human Resources).
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Compliance with the Ethical Principles is intfegrated in the
annual appraisal  system for all employees via three
competencies @ “Takes accountability with courage and
tfransparency”, "Delivers both sustainable and short-term results
with infegrity” and “Treats all individuals in a respectful and
consistent manner”.

Regular dialogue with stakeholders and the establishment of
internal working groups confribute to the inclusion of Ethics in
the Group's new policies and strategic decisions (for example,
the Charter of Influencer Values and the Social Media policy
in 2019).

Regular audits of the Group's sites and suppliers and
subconfractors (see Section 4.4), the Group's secure
whistleblowing line (www.lorealspeakup.com) accessible to all
Group stakeholders, as well as a speak up policy to ensure the
proper handling of any issues.

In 2019, 647 possible ethical violations were identified either
via the secure website, or via the Ethics correspondants, and
local or intfernational management. All cases reported are
thoroughly examined and appropriate measures are taken,
where applicable. Every year, employees are noftified of the
number of cases of discrimination, sexual and other types of
harassment reported at Group level worldwide, the number of
fully or partially substantioted cases and corrective measures
taken.

Ethics Day: an annual day on ethics

Ethics Day has been held since 2009: a live webchat with
L'Oréal’s Chairman and Chief Executive Officer enables all of
the Group’s employees to ask questions and discuss the day-
to-day application of L'Oréal’s Ethical Principles. Each
member of the Executive Committee and each Country
Manager also organises local ethics discussions. In 2019, nearly
70% of the employees participated in this dialogue and over
7,000 questions were asked worldwide.

In addition to the Ethics Day, employees receive regular
information about the Group’s ethical policy and have access
to a dedicated Intranet site.

L’Oréal’s corporate social, societal and
environmental responsibility

For several vyears, L'Oréal has begun a profound
fransformation of the enferprise in all areas in order to adapt to
the great changes in the world. Sustainable Development is a
fundamental pillar of our transformation and a strategic priority
for all our feams. In the firm belief that Sustainable
Development is an essential factor for success and durability,
L'Oréal is deploying an ambitious corporate social, societal
and environmental policy, which is shared by its management
and teams (see section 4.3.).

In 2013, a new step was taken with the implementation of the
L'Oréal Sustainable Development Sharing Beauty With All
programme. Clear commitments were set for the end of 2020
for innovation, production, meeting the challenges of
sustainable consumption, and sharing the Group’s growth (see
sections 4.1 and 4.4.).

Moreover, in 2015, L'Oréal undertook to define Science Based
Targets (SBT) fo reduce its greenhouse gas emissions across its
entire value chain over the long term, in accordance with the

Paris Climate Change Agreements. In December 2017, the SBT
initiative validated the Group’s proposal: L'Oréal is committed

to reducing greenhouse gas emissions on its Scopes 1, 2 and 3
by 25% in absolute value by 2030, compared with the 2016
baseline.

The 60 Sustainable Development Coordinators worldwide are
tasked with helping the Country Managers/Area Managers
implement the Sharing Beauty With All programme at their
subsidiary. Progress of local implementation of the Sharing
Beauty With All commitment is monitored by means of an
annual reporting system.

The Social, Environmental and Societal risks, and the progress
of the policies put in place to deal with these risks, are
reviewed regularly as part of the Internal Audit process.

In 2019, in collaboration with the Deparfment of Risk
Management and Compliance, L'Oréal’s Corporate Social
Responsibility Department conducted a deeper assessment of
the risks related to climate change on the Group’s operations,
using in particular the scenario analysis method, in order to
improve its ability to anticipate and mitigate the impact of
these risks.

It should be noted that the financial risks related fo the effects
of climate change and the measures taken by the Group to
reduce them through the Sharing Beauty With All programme
are set out in chapter 4.

Human Resources policy

The quality and skills of male and female employees are key
components of the Internal Control system.

L'Oréal’s Human Resources (HR) Department has always had
the mission of supporting the Group’s growth and supporting
its transformation initiatives. In order to be sustainable,
L'Oréal’s growth relies first and foremost on the men and
women in the Company, who are the key drivers of the
Group’s success. Built on this conviction, the Group’s human
and social project is based on highly individualised
management of employees and on collective strength.

L’Oréal’s HR policy focuses on the identification, recruitment
and development of employees throughout their career, and
the rewarding and commitment of all, as well as on an active
policy of diversity and inclusion. Dedicated policies are
developed within the Group in each of these areas (see
Section 4.3.2.).

Information systems

The information systems, chosen in accordance with the
strategic orientations given by the Group’s Global IT
Department, integrate, in particular, implementation of a
single “ERP” (Enterprise Resource Planning) management
software application used by the vast majority of commercial
subsidiaries, and which issues instructions regarding systems
security. The worldwide roll-out of this integrated software
package also contributes to strengthening the reliability and
security of the process of production of information, notably
accounting and financial information. In pursuit of the same
objective, the deployment of an infegrated production and
management solution in the Group’s industrial entities is
continuing.
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The procedures and standards governing
the activities

Each Functional Division has responsibility, in its own specific
field, for defining the principles and standards applicable to all
the entifies. In order to make it easier for employees to make
these principles and standards their own, the key principles are
summarised in the “Fundamentals of Intfernal Control”, which
are regularly updated under the responsibility of the
Department of Risk Management and Compliance.

This guide is a reference framework for the Group’s
operational activities, and is presented in the form of an
information sheet for each area. Each information sheet refers
to the detailed charters, codes and standards of the Group.
The sheets are regularly updated, expanded and validated by
Support Divisions.

A management segregation of duties standard is regularly
updated and distributed to all entities. It defines the main rules
to be observed in the fields of sales, purchasing, logistics,
finance, human resources and informatfion systems
management. The application of these rules is aimed at better
preventing of the risks of fraud and reducing the probability
that errors  (whether intentional or not) may remain
undetected.

Communication of information inside the
Group

The “Fundamentals of Internal Control” guide is circulated to
the Managing Directors, Finance Directors, and Infernal
Control managers of all the consolidated subsidiaries,
including the industrial entities. Furthermore, the Fundamentails,
codes, charters and standards, together with the information
related to the organisation, changes and instructions from the
Functional Divisions are made permanently available to the
subsidiaries on the Group’s infranet sites.

A Group digital standard provides all employees with guides,
charters and expert contacts organised by function and by
subject.

Meetings are regularly organised aimed at passing on
information about orientations of the General Management to
managers of the subsidiaries. The Functional Divisions also
coordinate their networks of experts through seminars and
fraining sessions. News published on the Infranet gives
employees news updates and strong messages on Internal
Control.

Finally, the Awards illustrate the Group’s commitment to
sustainably strengthening Internal Control: they are aimed af
showcasing the best initiatives and promoting exchanges of
best operational practices between the Group’s subsidiaries.

3.2.2. Control and supervision
activities: those involved and
their roles

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

This system is the subject of ongoing supervision in order o
verify its relevance and meets the Group’s objectives and
addresses ifs issues.

RISK FACTORS AND CONTROL ENVIRONMENT

Components of the Internal Control and Risk Management processes

The main players involved in monitoring Internal Control and
risk management are:

e the General Management and its Management Committee
(Executive Committee);

e In particular, the Board of Directors and the Audit
Committee ;

e the Risk Management and Compliance Department, the
Internal  Control Department and the Infernal Audit
Department;

e the Support Divisions;
e the Operational Divisions and Geographic Zones.

General Management and its Management
Committee (Executive Committee)

The role of the General Management is to define the general
principles regarding Internal Control and to ensure that they
are correctly put in place. In the context of their global Internal
Control responsibilities, the members of the Executive
Committee rely on operational and functional managers,
according to their respective areas of expertise. These
managers must ensure implementation of these general
principles and make sure of the correct functioning of the
procedures enabling the level of Internal Control required by
General Management to be attained.

The Board of Directors and Audit
Committee

The Board of Directors has always asserted the importance
that it aftributes, together with General Management, fo
Infernal Control and to its main areas of application. Since its
creation, the Audit Committee has been responsible for
monitoring actions undertaken in the area of Internal Control
and it reports thereon to the Board of Directors. Its remits are
defined in the Internal Rules of the Board of Directors.

Each year, the Committee performs a review of the Internal
Audit plan, its objectives and the general conclusions of
Internal Audit assignments. Major Internal Control projects and
initiatives are also presented to it. The Committee then
prepares a report with its own remarks for the Board of
Directors.

The Operational Divisions and Geographic
Zones

The Group is organised into worldwide Divisions and
geographical zones which are fully responsible, with the
management of each country, business or industrial entity, for
the achievement of the objectives for Internal Control defined
by General Management.

Worldwide responsibilities for Internal Control of the activities
within the scope of their responsibilities are entrusted to each
of the members of the Execufive Committee. A system of
delegation of authority is in place and continues to be
reinforced. The powers of the legal representatives of Group
companies and of those to whom they delegate are limited
and controlled in accordance with the provisions of the Legal
Charter.

Specialists in  management, information systems, Human
Resources, digital, refail, purchasing, logistics and production
provide support to operational employees at all levels of the
organisation, and in this way contribute fo the achievement of
the Internal Conftrol objectives.
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The Functional Divisions and Departments

Worldwide responsibilities for Internal Control of the activities
within the scope of their responsibilities are entrusted to each
of the members of the Executive Committee.

The Support Divisions define, in their own areas, the strategies,
policies and procedures which they communicate to the
countries and entities. Through their network of specialists or by
regular audits, they bring their expertise to the operational
divisions and review the correct operation of their respective
areas of responsibility.

The principal Departments concerned are:

e the Research and Innovation Department, which is
particularly responsible for cosmeto-vigilance and the
quality of the formulas used in the composition of the
products (see “Product quality and safety: a priority” in
Section 4.3.3.2.) ;

e the Purchasing Department with regard to suppliers and
their working conditions;

e the Environment, Health & Safety Department, for checks
related to site safety and environmental compliance;

e the Quality Department to measure performance and the
progress made by industrial entities with regard to the
quality of production;

e the Global IT Department, primarily to assess compliance
with the Security Policy;

o the Administration and Finance Division;

e the Human Resources Department, which monitors and
supervises all obligations related to personnel management,
specifies the documents to be provided to employees, the
remuneratfion of the workforce and personnel expenses,
recruitment, fraining and evaluation procedures, the rules to
be followed in payroll management and the
implementation of the Share & Care programme;

e the Communications and Public Affairs Department, which
coordinates communications operations, establishes crisis
management principles and ensures that they are applied
(see Section 3.5.3.1.1, “Crisis Management”);

e the Digital Department, the mission of which is to secure the
digital fransformation of the Group (e-commerce, consumer
relatfions, influencers, digital media, etc.) by defining the
policies, tools, and processes and ensuring that they are
deployed;

e the Security and Safety Department, which has defined a
security and safety policy for people, fravel, property,
information and data confidentiality (see Section 3.5.3.1.1
“Safety of people and property”).

Indicators and reporting procedures enable the regular
monitoring of the local activities of most of these Functional
Divisions.

The Administration and Finance Division

This Division’s main role is fo assist and control the operational
employees in their administrative, financial and legal activities
and in the processing of information. In order to do so, it sefs
the operating rules that apply to all enfities, defines and

deploys tools, procedures and best practices, particularly in
the following areas: management, accounting and
consolidation, financing and cash, taxes, legal issues and
personal data protection, financial communication, strategic
planning, and insurance.

An Internal Control Committee has the task of faking all
measures to promote the proper understanding and the
proper applicafion of the Group’s Infernal Control rules and
also to monitor progress on important Internal Control projects.
It is composed of the Chief Administrative and Financial
Officer, and the Directors of Risk Management and
Compliance, Internal Control, Operational Finance, Internal
Audit and Information Systems (Global IT).

The Department of Risk Management
and Compliance

The objective of this department is to identify, assess and
prioritise risks with all those concerned, and keep the risk
mapping analysis up-to-date. Its aim is to promote optimal use
of resources to minimise and control the impact of negative
events and maximise the realisation of opportunities.

The Director of Risk Management and Compliance reports
directly to the Chairman and Chief Executive Officer.

The Internal Control Department

This department, which is separate from Internal Audit and
placed under the responsibility of the Risk Management and
Compliance Department, ensures the distribution and
updating of the “Fundamentals of Internal Control” guide.
Frequent actions at seminars and during training cycles and
the publication of newsletters help to increase knowledge of
this tool, to improve its application and use by operational
employees and keep them informed of the Group’s projects
and priorifies in the area of Intfernal Control.

It is responsible for the continued development of the network
of Internal Control managers in the Group’s entities. For this
reason, the role of this function was specifically detailed and a
training module was created. At the end of 2019, the Internal
Control Deparfment had a network of 140 local managers
present in the Group’s different entities.

The Internal Control Department leads the Internal Control
Committee and coordinates the implementation of projects
decided by the Internal Control Committee with the business
line experts. The updating of the standards mentioned in this
document is one example of this work.

With the constant desire for improvement, the Internal Control
Department, on the basis of the “Fundamentals of Internal
Control” reference guide, develops, disseminates and
coordinates self-evaluation campaigns focusing on the main
risks and issues identified, gradually being rolled out in each of
the professions and businesses. The self-evaluation of Internal
Control makes it possible for the Group’s entities to ensure the
due and proper functioning of the system and to reinforce it
with operational actions.

In addition, this Deparfment monitors changes related to
Internal Control relating to expectations and market practices.
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The Internal Audit Department

In addition to its role of supervision of application of the
Internal Control system, the Internal Audit Department carries
out cross-functional analyses with regard to possible Internal
Control weaknesses based on findings noted during their
assignments. These analyses make it possible to orient the work
of the Internal Control Committee and to identify the priority
areas for improvement and strengthening of procedures.

Infernal Audit is carried out by a central feam that reports
directly to the Chairman and Chief Executive Officer. This
department carries out regular assignments to audit major
processes and check on the application of Group principles
and standards.

Infernal  Audit assignments are submitted to the General
Management and the Audit Committee for their approval and
give rise, with their agreement, fo the preparation of an
annual audit plan. The size of the entities, their contribution to
key economic indicatfors, pattern of development, historical
precedence and the results of previous audits are factors that
are taken into account when defining remits. The risk level
assessment carried out by the area departments and experts
in the different functions is also taken into account in the
construction of the annual audit plan.

The Internal Audit Department carried out 49 assignments in
2019, 27 of which involved commercial entities representing
almost 35% of the Group’s sales and 8 were carried out at
plants contributing over 16% of the plants” global production.
The 2019 Internal Audit also covered a research centre, a
sourcing cenfre and two International Marketing Departments.
Finally, eight other assignments were carried out with regard
to specific topics.

Audits systematically result in a report that describes the
findings and corresponding risks, and provides an action plan
covering all recommendations to be implemented by the
audited entity. These action plans are followed up regularly by
the Internal Audit Department which measures, and
communicates to the relevant departments, the rate of
progress made in actioning the recommendations.

The Internal Audit Department uses the Group’s integrated
Enferprise Resource Planning (ERP) sofftware and has
developed a number of specific transactions that help it
better identify potential weaknesses in the most sensitive
processes. The Internal Audit Department has a Governance,
Risk, Compliance (GRC) tool, which now enables it o carry out
its tasks using an intfegrated tool and to consolidate in real-
tfime the progress made in the action plans of the audited
entities.

The achievement of the audit plan, assignment results and
progress of the action plans are presented to General
Management and the Audit Committee each year.

The audit results are shared with the Group’s Statutory Auditors.
The remarks made by the external auditors as part of their
annual audit are also taken info consideration by the Internal
Audit Department when defining its assignments.

RISK FACTORS AND CONTROL ENVIRONMENT

Components of the Internal Control and Risk Management processes

Global IT Department

The strategic choices in terms of systems are determined by
the Group’s IT Department, whose main mission is fo
implement ERP management software which is used by the
vast majority of the Group’s commercial subsidiaries, plants
and logistics services. It also supports the digital tfransformation
of the Group by developing the use of Cloud services (Saas,
laas, PaaS) and connected things.

Within the Department, the Information Systems Security
Department is responsible for the Information Systems Security
Policy. Based on the international ISO 27001 standard, this
policy covers the main topics of Information Systems security,
including the protection of personal data, and describes the
general principles to be applied for each of them. It enables
all the Group’s Information Systems teams, and by extension,
all employees, to share clear objectives, best practices and
levels of control adapted to the risks incurred, notably, the risk
of cyber attack. This policy is accompanied by an information
systems security audit programme conducted by an outside
firm. It is also supplemented by an Information and
Communication Technologies Code of Conduct, and a Code
of Good Practice for the use of social media.

The Operations Division

This Division comprises the departments in charge of
Packaging and Development, Quality, EHS (Environment,
Health and Safety), Production, Purchasing, Supply Chain,
Information Systems (production), Digital Transformation and
Industrial Strategy. the Group’s Safety Policy and its entire real
estate portfolio. It defines the overall Operations strategy
worldwide and establishes the standards and methods
applicable in the areas of quality, safety, the environment and
security for deployment in all of the countries in which the
Group operates. It manages the Group’s comprehensive
strategy to enable the teams in the Operational Divisions and
regions to implement innovation, industrial and logistics
policies suited to the markets.

In line with the Group’s Code of Ethics, since 2011, the buyers
have a practical and ethical "The Way We Buy” guide which
aims at helping all employees in their relationships with the
Group’s suppliers. In addition, the buyers have the Group
guides, The Way We Compete and The Way We Prevent
Corruption for which online training (e-learning) is provided.

The standard for managing suppliers and tender procedures
specify the conditions for competitive tfendering and for the
registration of the main suppliers. The general terms of
purchase are used as the framework for fransactions with
suppliers.  The  “Purchase Commitments and  Order
Management” standard is amed at facilitating and
strengthening confrol of the spending and investments of
Group entifies.

In the area of the supply chain, the main assignments consist
of defining and applying the sales planning, customer
demand management, development and control of customer
service processes, including through the management of
physical order fulfilment, application of the general terms of
sale, the follow-up of orders, management of customer returns
and customer disputes as well as accounts receivable
collection procedures. Measures are also recommended for
the management of distribution centfres and inventories,
subcontracting, product traceability, business continuity plans
and transportation.
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3.3.

SYSTEMS RELATING TO THE PREPARATION AND PROCESSING

OF FINANCIAL AND ACCOUNTING INFORMATION

For the preparation of this report, L'Oréal based its work on the
“Application Guide for Intfernal Control of accounting and
financial information published by issuers”, from the Reference
Framework published by the AMF on 22 July 2010. This
approach is part of an overall process aimed at making
continual progress and improving the Internal Control system
that has already been set up.

3.3.1. Definition, scope and
objectives

Internal Control for accounting and finance covers the
processes that provide accounting data: the process of
producing financial information, the accounts closing process
and financial communication actions.

The Internal Control system with regard to accounting and
financial aspects aims to ensure:

e compliance with accounting regulations and the correct
application of the principles on which the financial
statements are based;

e gpplication of the guidelines set by the General
Management with regard to financial information;

e protection of assets;

e quality of the reporting that contributes to the preparation
of published financial statements and the reliability of their
centralised treatment for the Group with a view to their
distribution and use for monitoring purposes;

e confrol of the production of financial, general and
management accountfing information including fraud
prevention.

The scope of application of the Internal Control procedures
relating to the preparation and processing of financial and
accounting information encompasses the parent company
and all subsidiaries included in the consolidated financial
statements.

3.3.2. Monitoring process for the
organisation of accounting
and finance functions

Organisation of the Finance Department

Dedicated teams of specialists ensure the implementation of
accounting and financial monitoring, under the supervision of
General Management, in the following areas: accounting,
consolidation, tax matters, management, financial services
and cash flow.

In  the Administration and Finance Department, the
Operational Finance Department prepares the Group’s
consolidated financial results: the latter coordinates a global
network of management controllers who are responsible for
ensuring complionce with the Group’s accounting and

management standards in order to ensure appropriate
management of the result. International accounting
management is executed by a feam of specialists that ensure
the application of IFRS and the implementation and
harmonisation of the Group’s accounting processes in the
accounting pooled service centres in the countries. Finally, the
Operations Finance Division runs the Group’s Taxation Division
which comprises a network of tax lawyers at corporate level, in
the regions and in the Group’s most vulnerable countries,
monitors changes in regulations, ensures compliance with the
local rules, and oversees the implementation of the Group’s
tax policy, and in particular the strict application of the transfer
pricing policy and customs rules.

The processing and pooling of cash flows and hedging of
currency and interest rate risks are carried out by the Group
Corporate Finance Department, which is in charge of
identifying commitments and enabling their proper booking.

Group standards

The Group has put in place a set of accounting policies and
standards consistent with IFRS, the consolidated accounting
standards.

The application of these standards is compulsory for all
consolidated subsidiaries in order to provide uniform and
reliable financial information.

The Operations Finance Division oversees the regular update
of these Group standards, taking info account the changes in
regulations and accounting principles:

e they set out the principles required for harmonised
accounting treatment of transactions. They specify in
particular the methods of recording balance sheet items
and of identification and valuation of off-balance sheet
commitments. The Group’s Accounting Department
monitors, on an ongoing basis, new accounting standards
currently under preparation, with a view to alerting the
General Management and anticipating their effects on the
Group’s financial statements;

e the chart of accounts, applicable to all subsidiaries, and the
key accounting processes provide the definitions and
methodology for preparing the necessary reports which
form the basis of the financial statements.

The management standards describe how the rules should be
applied operationally. They give the valuation rules for some of
the key balance sheet and income statement accounts and
also stipulate the controls and checks applicable to the
key processes.

The management standards are regularly supplemented and
are thus part of the continuous improvement process. The
purpose of this work is both to take action in response to the
findings of the Internal Audit Department and to cover the
areas corresponding to the accounting and financial risks of
subsidiaries. This work has made it possible to bring our
approach more closely into line with the recommendations set
out in the Application Guide relating to Internal Control of
accounting and financial information of the AMF Reference
Framework.
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Organisation and security of information
systems

Decisions with regard to the selection of soffware that is
adapted to the Group’s financial and accounting
requirements are made jointly by the Operational Finance
Department and the Information Systems Deparfment.

At the level of information systems, the teams work on
strengthening the procedures for the separation of tasks and
improved control of access rights. Tools have been made
available to enable them to ensure that access rights comply
with the Group’s rules.

Management tools

The system for monthly reporting of the various economic
indicators enables contfinuous, homogenous monitoring of
changes in the performance of each subsidiary and ensures
they are in line with the objectives set.

The reporting and consolidation system, used by all enfities,
ensures the consistency and reliability of figures at the level of
each subsidiary through blocking controls that operate before
the financial data is uploaded to Group level. In this regard,
the operating profit and loss account by destination, which is
common to both management and general accounting,
contributes fo strengthening the control of accounts in the
financial statements through the use of a single reference
framework.

In addition, the Group’s organisation, which is based on
reporting from each subsidiary that is provided directly by the
countries to the parent company, without any intermediate
aggregates for the vast majority of the subsidiaries, optimises
data transfer and the completeness of information and, in
particular, verification of data accuracy.

The Managing Director and Finance Director of each
subsidiary make a joint commitment with regard o the quality,
reliability and completeness of the accounting and financial
information they have prepared and sent to the Group’s
Operational Finance Department, through a representation
letter that they jointly sign.

Audit Committee

The role and tasks of the Audit Committee are described
above. These tasks are in compliance with European
regulations and, in particular, Directive 2014/56/EU and EU
regulation 537/2014 on statutory audits, and are based on the
report by the working group on the Audit Committee
published by the AMF on 22 July 2010.

3.3.3. Processes used to prepare
accounting and financial
information

Operational processes contributing to
accounting figures

All of the processes that contribute to accounting figures,
particularly sales and purchases, and inventory, fixed asset,
payroll and freasury management are covered by specific
procedures, follow-up checks and rules for validation,
authorisation and booking operations.

Closing of accounts, consolidation
and management reporting information

The accounts closing process is governed by precise
instructions and is based on a detailed fime schedule
circulated to all subsidiaries fo make sure that deadlines are
met and financial statements are prepared in a consistent
manner. In this regard, the Group has introduced two hard
closings (anticipating the work involved in the closure of
financial statements) in May and November which make it
possible to better anticipate and speed up closing fimes. For
the preparation of consolidated financial statements,
validation procedures apply at each stage of the process of
reporting and processing information. Their purpose is to verify
in particular that:

e inter-company fransactions are correctly adjusted and
eliminated (these are reported on a monthly basis);

e consolidation operations are checked;
e accounting standards are correctly applied;

e the consolidated published accounting and financial data
are harmonised and properly determined and general
accounting data and management reporting figures used
in the preparation of the financial information are consistent.

Financial communication

Managers in charge of Financial Communication prepare a
precise timetable for publication of up-to-date information on
the Group to the financial markets. This timetable complies
with the requirements of market authorities. These managers
ensure, with the assistance of the Legal Department, that
communications are made within the required deadlines and
in accordance with laws and regulatfions, which they
constantly monitor.

Their role is also to publish, precisely and accurately, the
information provided by the Operational Finance Department
and the Legal Department. All material information provided
to the financial community reflects with fruth and
transparency the situation and activities of the Group and the
process is carried out in accordance with the principle of
equal provision of information to all shareholders.

The Statutory Auditors

All  accounting and financial information prepared by
consolidated subsidiaries is subject to a limited review at the
time of the half-year closing process and to a full audit at year-
end by the exfternal auditors. Twice a year, the Chief Executive
Officer and the Chief Financial Officer of the consolidated
subsidiary make a joint commitment as to the fair presentation,
reliability and completeness of the financial information by
jointly signing a representation letter.

Audit assignments in the countries are almost all entrusted fo
members of the networks of the two Statutory Auditors who,
after having jointly performed the review of all the Group’s
accounts and the manner in which they were prepared, are
responsible for issuing an opinion on the Group’s consolidated
financial statements. The Statutory Auditors issue an opinion as
to whether the consolidated financial statements and the
parent's company’s financial statements give a frue and fair
view. They are kept informed from the early stages of
preparation of the financial statements and present an
overview of their work to the Group’s accounting and finance
managers and fo the Audit Committee at the fime of the half-
year and annual closings.
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Systems relating to the preparation and processing of financial and accounting information

3.3.4. Insurance policy

The Group’s general insurance policy

The objective of the Group’s insurance policy is to provide the
best protection of Group assets and people from the
occurrence of significant and insurable risks that could
adversely affect it.

For that purpose, the Group has implemented global
insurance programmes (in particular for the Property Damage
& Operating Losses, Third-Party Liability, Transport and Credit
Insurance) that harmonise coverage and control insurance
cover for all its subsidiaries throughout the world, except in
countries where regulations do not allow this type of
arrangement (see “Restrictions” below). Natfional programmes
have been set up in the countries in which global programmes
cannot be deployed.

This policy is applied as follows:

e af a cenfral level, the Group has negotiated insurance
programmes on a worldwide basis with first-rate insurance
companies to cover its main risks on the basis of the cover
available;

e at alocal level, the national programmes are deployed;

e in all cases, subsidiaries have to put in place mandatory
insurance cover, in order to meet their local regulatory
obligations.

The financial solvency of insurers chosen is an important
criterion in the Group’s insurer selection process. Most of the
insurance programmes subscribed by the Group involve co-
insurance. Globally, the world’s main insurance companies are
involved in one or more of these programmes.

Integrated worldwide programmes

General third party and environmental
liability

This global programmme covers two complementary
components that benefit all Group subsidiaries (except
Restriction):

e general third-party liability, which covers operating liability,

third-party liability related to products, and sudden and
accidental environmental damage;

e third-party liability for environmental damage for sudden,
accidental or gradual damage, which includes prevention
inspections at Group sites conducted by the specialised
units of the insurer.

These programmes cover the financial consequences of the
civil liability of Group entities, to the extent that they are liable.

Property Damage and Interruption of
Operations

Fire, lightning, explosion, theft and natural disasters are insured
within the limits of the products available on the insurance
market.

The Group has set up a global programme to cover its
property, chiefly fixed assets and inventories (except where
restrictions apply). This cover also includes a portion on
operating losses directly resulting from covered property loss or
damage.

As the capacity of the insurance market is limited for certain
risks, this programme includes sublimits, particularly as regards
natural disasters.

Through its reinsurance subsidiary, the Group carries risk
retention levels that are not material at consolidated level,
and these are applicable over and above local deductible
amounts.

Finally, the insurance offering includes prevention inspections
for the Group’s sites conducted by specialist departments of
the leading insurer.

Transport

The Group has set up an insurance programme to cover the
transportation of all its products. All subsidiaries benefit from
the protection offered by this worldwide programme, which
ensures that appropriate cover is provided for Group
operations (except where restrictions apply).

Customer credit risk

Group subsidiaries must set up credit insurance, assisted by
head office and under the terms and conditions negotiated,
in addition to their own credit management policy, provided
that insurance cover compatible with their level of sales
activity is available under financially acceptable conditions.
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3.4. VIGILANCE PLAN

3.4.1.

L'Oréal was built on strong Ethical Principles that guide its
development. These Principles - Integrity, Respect, Courage
and Transparency - form the foundation of its policies on
sustainable development, corporate social and societal
responsibility, and philanthropy. L'Oréal promotes respect for
all internationally recognised Human Rights and Fundamental
Freedoms.

Introduction

Its particular point of reference is the Universal Declaration of
Human Rights, the Global Pact on civil and political rights, the
Global Pact on economic, social and cultural rights, and the
Fundamental Conventions of the Internafional Labour
Organisation (although these Conventions have not all been
ratified by all the countries in which the Group is present).

L'Oréal’s Vigilance Plan meets the obligations of the French
low of 27 March 2017 on the duty of vigilance for French
parent companies and order-givers.

It contains reasonable vigilance measures intended to prevent
the risk of serious adverse impacts on Human Rights and
Fundamental Freedoms, health, as well as safety and the
environment within the framework of a best efforts obligation.

It applies to subsidiaries controlled directly or indirectly by
L'Oréal (the “Subsidiaries”), as defined by Article L 233-16 of
the French Commercial Code, and fo suppliers and
subcontractors with which the companies of the Group have
an “ongoing commercial relationship”, that is, a direct,
ongoing and stable commercial relationship (based on the
definition in French case law) and which, after a
comprehensive risk assessment, are identified in the risk
mapping mentioned in Section 3.4.3.2.1 of this Vigilance Plan
(hereafter the “Suppliers”).

The Vigilance Plan contains the rules applied to prevent the
risk of serious adverse impacts on Human Rights and
Fundamental Freedoms, the health and safety of people and
the environment resulting from the activities of Subsidiaries and
Suppliers (3.4.2.). It also includes reasonable measures for the
effective application of these rules by Subsidiaries and
Suppliers as well as regular assessment procedures to ensure
compliance (3.4.3.). It includes a whistleblowing mechanism
and reporting system (3.4.4) and presents a report on the
plan’s implementation (3.4.5).

The actions to support, encourage and prevent serious
adverse Human Rights, Fundamental Freedoms, health, safety
and the environment contained in this Vigilance Plan
constitute reasonable efforts to be implemented by Suppliers
and Subsidiaries.

Given the diversity of the business activities of the Subsidiaries
and Suppliers, the Vigilance Plan contains reasonable
vigilance measures for them which are infended to prevent
serious adverse impacts on human rights, fundamental
freedoms, health, safety and the environment.

In addition to these common measures, L'Oréal and its
Subsidiaries voluntarily conduct additional actions on these
same issues. These actions are described in other chapters of
this Document, particularly Chapter 4.

Suppliers voluntarily conduct additional actions on these issues
and L'Oréal encourages them to do so.
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A continuous improvement process

As part of an ongoing improvement approach, this Plan is
regularly reviewed by a committee composed of
representatives of the Office of the Chief Ethics Officer, the
Operations Department (EHS, Purchasing), the Human
Resources Department, the Risk Management and
Compliance Department, the Societal and Environmental
Responsibility Department and the Legal Department. It meets
three times a year. Each of these representatives leads a local
network (Ethics Correspondents, Environmental, Hygiene and
Safety, Purchasing, and Human Resource teams, managers
from Internal control, SBWA coordinators) around the world,
which also means that feedback from the field can be
considered in improving the Vigilance Plan.

The Plan was presented to qualified outside stakeholders and
its updated contents are presented every year to the Audit
Committee of the L"Oréal Board of Directors.

3.4.2. Applicable rules

The Subsidiaries and Suppliers must comply with the applicable
local legislation and the minimum common core of rules listed
below (the “Applicable Rules”) in order to prevent the risk of
serious adverse impacts on human rights, fundamental
freedoms, health, safety of people and the environment,
When local laws and/or the internal rules of Subsidiaries and
Suppliers stipulate more stringent standards than the
applicable rules, such standards must take precedence. If, on
the other hand, the Applicable Rules provide for stricter
standards, the Applicable Rules take precedence unless they
result in an illegal activity.

3.4.2.1. Applicable rules for the
prevention of serious adverse
impacts on Human Rights and
Fundamental Freedoms

Subsidiaries and Suppliers must comply with the minimum core
rules, which consist of the following rules that result from an
analysis of the risks related to the activities of the Group and its
Suppliers in environments at risk according fo the risk mapping
discussed in greater detail in Section 3.4.3.2.1. of this Vigilance
Plan:

Non-discrimination

Acts of discrimination are serious attacks on Human Rights that
remain anchored in all regions of the world in which L'Oréal is
present.

Discrimination related to gender, sexual orientation and
gender identity, disabilities, family situation, age, political and
philosophical opinions, religious beliefs, union activities, or
related to ethnic, social, cultural or national origins are
prohibited:

e discrimination related fo pregnancy is also prohibited and
L'Oréal bans pregnancy testing when employees are hired
within the Group, and requires its Suppliers to comply with
this standard;
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e pbullying and sexual harassment are also prohibited in the
Group. L'Oréal requires that its Suppliers comply with this
standard.

The abolition of child labour

L'Oréal’s presence in certain regions of the world that are
particularly af risk for child labour, including Asia and Latin
America, has led the Group to identify this issue as a priority.

To take into consideration the vulnerability of young workers,
L'Oréal has set the minimum hiring age at 16 years old.

The Subsidiaries and Suppliers are required to check the age of
all new employees upon hire.

L'Oréal prohibits night work and work hazardous to health and
safety for employees younger than 18 in its Subsidiaries. L'Oréal
requires that its Suppliers comply with this standard.

Elimination of all forms of forced or
compulsory labour

In certain regions of the world where L'Oréal is present, certain
practices, such as holding the identity papers of migrant
workers, are a violation of internationally recognised human
rights.

L'Oréal refers to the definition of forced and compulsory
labour in Convention 29 of the International Labour
Organisation. Forced and compulsory labour is defined as “all
work or service which is exacted from any person under the
threat of a penalty and for which the person has not offered
himself or herself voluntarily”.

All forms of forced labour carried out under physical constraint
or threat is prohibited. As a result:

e unless there is a legal obligation, employees’ identity papers,
passports or any other personal documents cannot be held
from them; in the event of a legal obligation, the documents
must be returned to the employee aft their first request;

e in addition, employees cannot be asked fo pay for
recruitment costs or to make cash deposits to obtain
employment;

e recourse to prison labour is only possible when it is voluntary
within the scope of a professional reinsertion programme,
and paid ot the market rafe. Suppliers must request
authorisation from L'Oréal before they use this type of
labour;

e security personnel must only ensure the safety of persons
and property;

e any salary withholding must be strictly authorised by law. It
may not under any circumstances be used for the purpose
of confiscation, for the direct or indirect benefit of the
employer.

Employees must be free to move around their place of work,
with the exceptions of areas to which access is restricted for
confidentiality or safety reasons, and must be able to take
breaks and have access to drinking water and bathrooms.

Working hours

Whichever the region of the world in which L’Oréal is present,
particularly because of the increased risk of workplace
accidents, the duration of work in Subsidiaries and Suppliers,
including overtime, may not exceed 60 hours a week for
employees whose work fime is monitored.

All employees must also be granted at least one day of rest for
every seven-day period, or fwo consecutive days of rest for
every fourteen-day period.

Freedom of association

Violations of freedom of association and the right to collective
bargaining, such as discrimination against employee
representatives, may occur in all regions of the world in which
L'Oréal operates.

Employees’ freedom of association and right to collective
bargaining must be respected:

e clections of employee representatives must take place
without interference from the employer;

e employee representatives have access to the work premises
subject to safety and/or confidentiality requirements, if any;

e discrimination  against
activities is prohibited.

employees conducting union

In regions where freedom of association and the right to
collective bargaining are limited or forbidden, L'Oréal allows
the employees of ifs Subsidiaries to express any concerns
through other forms of expression and dialogue with
management, and wanfs its Suppliers to do the same.

3.4.2.2. Applicable rules to prevent
serious adverse impacts on
health, safety and the
environment

As is the case for any production, distribution, research and
general administration operations, the Group and its Suppliers
are exposed to safety and environmental issues (for example,
relafed to the use of certain raw materials, the use of
machines or electrical equipment in production or storage
areas, handling operations liable to cause accidents involving
bodily injury, waste water tfreatment, etc.).

Based on the health, safety and environmental risk prevention
work carried out by L'Oréal for many years, the major risks
listed below have been identified. On this basis, the
Subsidiaries and Suppliers must commit to taking all measures
necessary to prevent the occurrence of these major risks (the
“Prevention System”).

Prevention for the subsidiaries is based on the GHAP (General
Hazardous Assessment Procedure) and SHAP (Safety Hazards
Assessment Procedure) programmes, which identify the
dangers, generally and for each workstatfion, assess the risks
and allow the implementation of the necessary means of
confrol. In the same way, an environmental analysis
characterises the effects of site activities on its environment,
and brings under control those activities that lead to
potentially serious adverse impacts.

The Suppliers included in the risk mapping rely at a minimum
on the audit grid provided by L'Oréal at the signing of the
letter of commitment in order to conduct their risk assessment
and set up means of prevention.
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1. Risks concerning serious adverse impacts to
the environment

The Prevention System must include measures intfended to
prevent serious damage to the environment resulting from the
following events and risks:

e gradual pollution in the context of the operation of a site, or
accidental pollution during the occurrence of a specific
event, which could impact, the air, soils, surface water and
underground water;

e pollution during the fransport of hazardous materials.

2. Risks concerning serious adverse impacts to
health and safety

The Prevention System must include measures infended to
prevent serious adverse impacts on health and safety of
people resulting from the following events and risks:

(i) Risks associated with buildings and the use of equipment

e The soundness of buildings (construction and interior fittings,
including the compliance of equipment with operating
authorisations and  building permits issued by local
authorities in compliance with the applicable legislation
and, in any event, adaptation to the activity for which the
buildings are intended);

e Use of motorised forklift trucks and Automatic Guided
Vehicles (AGV): risks caused by interactions and
interference between forklift frucks, AGVs and pedestrians,

e |njuries caused by interactions between humans and
machines: risks related to access to moving parts of work
equipment.

(ii) Risks related to energy sources and materials

e Exposure to energy sources, fluids and hazardous emissions
including electricity, high pressure, vapour, hot water and
high temperatures;

e Fires resulting, notably, from flammable products and
materials and electrical installations;

e Exposure to hazardous dusts and chemical products: by
inhalation, ingestion or skin contact;

e Exposure to high noise levels.
(iii) Risks related to human activities
e Enfry in confined spaces and/or the risk of anoxia;

e |solated work: risks associated with working alone for long
periods of fime;

e Slipping and falls;
e Ergonomics of workstations related to load handling:

e Construction work (risks for the employees of Subsidiaries
and Suppliers during construction work);

e Work at heights (risk of falls associated with the use of
ladders and step stools, access to and work on platforms
and roofs, use of liff tables and scaffolding, etc.).
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3.4.3. Effective application and
compliance with the Vigilance
Plan

The Vigilance Plan includes effective applicafion measures
infended fo ensure the correct implementation of the
Applicable Rules by the Subsidiaries and Suppliers. Monitoring
of compliance with the Plan is carried out through audits and
analyses performed by external service providers or by Group
teams. In addition, the Subsidiaries and Suppliers are asked to
carry out self-assessments.

3.4.3.1. Effective application of the
Vigilance Plan

1. Adoption of Applicable Rules
(i) Adoption of the Applicable Rules by the Subsidiaries

The effective implementation of Applicable Rules by
Subsidiaries is achieved through their incorporation in the
Group’s Internal Rules. For this purpose, compliance with the
effective application of the Plan is based on internal control
activities in accordance with the applicable legislation.

The communication of Applicable Rules to Group employees is
described below.

(ii) Adoption of Applicable Rules by Suppliers

The Suppliers included in the risk mapping (see
section 3.4.3.2.1.) must undertake to comply with the
Applicable Rules. In particular, they must sign the Ethical
Commitment Letter which covers the Applicable Rules and
informs them that they can be audited in these areas.

The other Suppliers are informed of the need to comply with
the Applicable Rules, an essential condition included in orders
given by L'Oréal to its Suppliers.

2. Governance

L'Oréal’'s commitment to human rights and fundamental
freedoms, health, safety of people and the environment is
supported at the highest level of the Company by ifs
Chairman and Chief Executive Officer who renews L'Oréal’s
commitment to the United Nations Global Compact each
year. These commitments are also indicated in the Group’s
Code of Ethics and the Human Rights Policy.

(i Human rights and fundamental freedoms

The Senior Vice-President and Chief Ethics Officer, reporting to
the Chief Executive Officer, is in charge of overseeing the
respect of human rights and fundamental freedoms in the
Group. This mission has been entrusted to him by L'Oréal’s
Chairman and Chief Executive Officer, to whom he reports.

The Chief Ethics Officer has a budget and a dedicated feam
composed of experts in Human Rights. He has access to all
information and documents concerning the Group’s activities
and relies on all the Group’s tfeams and resources to carry out
his work.

The Human Rights Steering Committee, chaired by the Chief
Ethics Officer and composed of representatives of the various
activities, functions and geographic areas (including
Purchasing, HR, CSR, Safety, Security, etc.), allows coordination
and exchange on the implementation of the Group’s Human
Rights policy.
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Countfry Managers (or for Corporate or Zone stoff, the
memibers of the Group’s Executive Committee to whom they
report) are responsible for ensuring compliance with human
rights and fundamental freedoms. The Chief Ethics Officer
meets systematically with each new Country Manager/Entity
Manager and with the Human Resources Directors of the
Subsidiaries to raise their awareness about human rights and
fundamental freedoms issues.

The Human Resources teams are responsible for ensuring that
the activities of the Subsidiaries respect employees’ human
rights and fundamental freedoms.

Employees may contact their line manager, their Human
Resources Director, their Legal Director, their Purchasing
Director, their Ethics Correspondent and, ultimately, the Chief
Ethics Officer if they have any questions about compliance
with the Applicable Rules.

The Purchasing teams ensure that Supplier activities respect
human rights and fundamental freedoms. Suppliers included in
the risk mapping are not listed in L'Oréal’s supplier database
until they have contractually committed to comply with the
Applicable  Rules. Purchasing teams discuss, during
Management Committee meetings that include
representatives from all Zones and purchasing areas, the
results of audits, their consequences for commercial relations,
and the related actions plans to achieve continuous
improvement of results at the Group’s suppliers.

(ii) Environment, health and safety

The Executive Vice-President of Operations, reporting fo the
Chairman and Chief Executive Officer of the Group, is
responsible for the general policy to prevent serious adverse
impacts on  environment, health and safety. The
implementation of such policy is the responsibility of the
Group’s Subsidiaries and Sites. When the word “Site” is used in
this document, it refers to the work locations, i.e. buildings in
which the employees of the Subsidiaries and Suppliers work,
and the land on which the buildings are built.

The Executive Vice-President of Operations works with and
delegates the deployment and monitoring of the policy to:

e Plant and distribution centre managers who, as a result of
their position, are responsible for the deployment and
effective implementation of the policies defined by the
Group. Their remunerafion is partly linked to their
performance in the areas of the environment, health and
safety;

e EHS managers are managers trained and dedicated to
compliance with the EHS policy who ensure the deployment
of the rules, procedures and associated performance
objectives of the Group in all of its entities;

e Country Operations Directors who are responsible for,
among other things, compliance with the EHS policy by the
distribution centres, the administrative Sites and stores in their
country.

In addition, the Purchasing teams are responsible for collecting
confirmation of acceptance of Applicable Rules, from the
Suppliers who are included in the risk mapping, via their Ethical
Commitment Letter.

The Purchasing and Quality teams are responsible for ensuring
that Suppliers included in the risk mapping implement the
prevention measures for EHS risks via control audits carried out
by third-party companies. As for Human Rights, the Purchasing
teams discuss, during Management Committee meetings that
include representatives from all Zones and purchasing areas,
the results of audits, their consequences for commercial
relations, and the related actions plans to achieve continuous
improvement of results at the Group’s Suppliers.

3. Communication and training

Communication of the Applicable Rules and fraining of the
teams involved complete and support the effective
application of the measures set out in the Vigilance Plan by
L’Oréal’s Subsidiaries and Suppliers.

(i) Human rights and fundamental freedoms
Communication

Human Resources teams must be informed of the Applicable
Rules by their line manager.

In addition, all new Group employees must receive a hard or
electronic copy of the Group’s Code of Ethics and must
confirm that they have read it. Employees must be reminded
of the Code of Ethics and its contents on a regular basis.

In addition, any employee in contact with Suppliers must
receive “The Way We Buy” guide when they are hired. It
explains ethical standards which apply to Supplier relations.

An Ethics infranet site is available to employees.

An annual Ethics Day has been organised since 2009. This day
enables employees to discuss matters such as respect for
human rights and fundamental freedoms via a webchat with
L'Oréal’s Chairman and Chief Executive Officer and the other
members of the Executive Committee. Discussions on ethics
are also organised in the Subsidiaries to let employees
exchange conversatfions with  their Subsidiary's General
Manager.

In 2019, the Ethics Day participation was close to 70%. Over
7,000 questions were asked.

On 10 December 2019, to celebrate the UN infernational
Human Rights Day, the Group launched an internal campaign
on Human Rights fo increase employee awareness of the
issue. This campaign illustrates how Human Rights and
Fundamental Freedoms are taken into consideration by the
Group's various functional units. In particular, the campaign
highlights certain Employees who work on these issues every
day and offers a participatory platform.

With respect to Suppliers, in addition to the communication of
Applicable Rules via the Ethical Commitment Letter, an
Internet site has been provided to strategic Suppliers (Class A
Suppliers as defined in section 3.4.3.2.1.) of raw materials and
packaging and subcontractors for finished products. The site
contains the following documents:

e Code of Ethics; and

e |'Oréal’s policy on Suppliers/subcontractors and child
labour.
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Training

There is a specific, compulsory e-learning course on ethics
covering human rights and fundamental freedoms issues.

In addition, new buyers receive compulsory fraining on
Responsible Purchasing to learn about how to ensure respect
of the Group’s Ethical Principles.

An e-learning course on Supplier audits, detailing the
applicable audit procedure, is also available for all buyers. A
Suppliers version is available on the same website as the
above information. There is also an e-learning course
available: Ethics e-learning for business partners.

(ii) Health, Safety and the Environment (EHS)
Communication

EHS managers are informed of the Applicable Rules by their
line manager.

Every Group Site must hold a day dedicated to EHS, once a
year, to raise the awareness among all employees about the
risks to which they are exposed and suitable prevention
methods, in addition o specific local actions.

In addition, a Group awareness-raising campaign about major
safety risks, deployed over three vyears, and the
implementation of a specific tfopic every four months, serve to
develop employee awareness of risks over fime.

A monthly newsletter for the Group’s EHS managers and their
team leaders enables performance fracking and the sharing
of best EHS practices.

Training

EHS training includes the various fraining actions for health,
safety and the environment and covers general EHS training,
Métier (business activity) line EHS fraining and specific EHS
fraining. Training involves all L'Oréal employees, as well as
temporary workers and subconfractors working in Group
entities.

General EHS fraining includes:

e core general fraining when a new employee arrives at a Site
(L'Oréal employee or temporary staff) regardless of their
position;

e fire safety training, first aid, pollution prevention, recycling,
general EHS awareness raising, etc.

EHS "Métier" (business activity) training refers to training specific
fo a given Métier area or activity (for example, all of the
packaging staff of a plant).

Specific EHS training refers to EHS training for a particular
workstation and the activities carried out by the employee.

In terms of ergonomics, a *manual handling” e-learning course
is provided to all employees.
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Lastly, a high level of expertise for global EHS Teams and the
development of a “Top managers” EHS culture for managers
and supervisors is assured via the deployment of training
specific to each person.

3.4.3.2. Monitoring compliance with the
Plan

1. Hierarchy of risks of non-compliance with
the applicable rules (risk mapping)

With respect to the Subsidiaries, the risk mapping of non-
compliance with the Applicable Rules was created taking info
account the type of activity (administrative, manufacturing,
warehousing, etc.) and, thereafter, the type of Site
(administrative offices, plants, distribution centres, research
centres, etc.).

With respect to the Suppliers, the risk mapping of non-
compliance with the Applicable Rules was created for human
rights, fundamental freedoms, the environment, and health
and safety using a methodology that takes two parameters
into account:

e The country in which the Supplier’'s sites are located: a
country is considered vulnerable on Human Rights and
Fundamental Freedoms, and in the environment, health and
safety, if it meets at least one of the following criteria:

1. The country is classified as “High risk” or “Extreme risk”
according to the criteria of the consultancy firm Verisk
Maplecroff: 12 evaluatfion indices are used in this
methodology and aggregated in a single grade
compared with the threshold values set by Verisk
Maplecroft.

2. The results of social audits conducted by L'Oréal in the
country include cases of Zero Tolerance or Need
Immediate Action (ratings that correspond to the most
severe failures in compliance).

3. L'Oréal’s internal experts or partners (e.g. Ecovadis)
recommend that the country be considered for auditing.

e Business sector. each Supplier is associated with a sector
area according to a governance ranking of Purchases
("Global Purchasing Categories™).

e The nature of operations: the activities most heavily exposed
to labour risk are the activities with high manual added
value, imply work on a production line.

This risk mapping provides a ranking of controls implemented
to ensure the correct implementation of the Applicable Rules
and, in particular, enables the initiation of audits carried out by
specialist third-party companies. The result of this risk mapping
is presented in matrices used to decide when to initiate an
audit.
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| SUBSIDIARY AUDIT MATRIX

Type of country

Sites audited

All countries

Plants and distribution centres

| MATRIX THAT TRIGGERS SUPPLIER AUDITS ACCORDING TO RISK MAPPING

Business sector
Raw materials

Description of business sector

Suppliers of ingredients used
to produce cosmetics in
L'Oréal plants

Type of country
Countries classified as “high risk”

Suppliers audited
Class A and B Suppliers

Packaging Suppliers of packaging used Countries classified as “high risk” 100% of Suppliers
for production in L’Oréal
plants
Subcontractors Suppliers producing Countries not classified as “high risk” 100% of new Suppliers (initial

cosmetics for L'Oréal
(Full-buy, Full-service, etc.)

Countries classified as “high risk”

audit)

When the “Satfisfactory” or “NCI”
(Needs Continuous Improvement)
rating is reached, additional
audits are no longer necessary

100% of subcontractors

Dermo-cosmetic devices

Suppliers of equipment &
electronics (Clarisonic, etc.)

Countries classified as “high risk”

100% of Supplier Production Sites

Industrial equipment

Suppliers of industrial
equipment (manufacturing
tanks, filing machines, etc.)

Countries classified as “high risk”

100% of Supplier Production Sites

Promotional items

Suppliers of promotional items
(bags, efc.)

Countries classified as “high risk”

100% of Supplier Production Sites

Items intended for points of sale

Suppliers of items intended for
the presentation of products
at points-of-sale

Countries classified as “high risk”

100% of Supplier Production Sites

Services intended for points-of-sale

Architects, general
contractors, maintenance

Not applicable

Not applicable

Co-packing

Co-packing Suppliers
(sometimes called
subcontractors or
Co-Packers)

Countries not classified as “high risk”

100% of new Suppliers (initial
audit)

When the “Satisfactory” or “NCI”
(Needs Continuous Improvement),
additional audits are no longer
necessary

Countries classified as “high risk”

100% of Supplier Production Sites

Logistics service providers
(excluding transport)

External distribution centres

Countries not classified as “high risk”

100% of new Suppliers (initial
audit)

When the “Satisfactory” or “NCI”
(Needs Continuous Improvement)
rafing is reached, additional
audits are no longer necessary

Countries classified as “high risk”

100% of Supplier production Sites

(1) The ferm Class A Supplier means that these Suppliers account for 80% of the fotal amount of purchases in the business sector. The term Class B Supplier means that these

Suppliers account for 95% of the tfotal amount of purchases in the business sector.
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2. Audit and self-assessment system
@) Audits
Audits of Applicable Rules

Audits of Applicable Rules are used to check that the
Vigilance Plan is correctly implemented by the Subsidiaries
and Suppliers included in the risk mapping.

Audits are done by specialist external companies.

When a Subsidiary or Supplier is audited, the process is carried
out in accordance with the risk mapping described in
section 3.4.3.2.1. A written audit report is prepared.

With respect to the Subsidiaries, the reports are stored in a
secure database available to Group Human Resources
Directors and to the Country Operations Directors, in some
cases. The reports on Suppliers are intended for Group buyers.

There are three types of audits:
e initial audits (first audits done);

e follow-up audits (audits done 12 to 24 months maximum
after the immediate improvement request (Needs
Immediate Action or NIA), depending on the severity of the
non-conformities found);

e confirmation audits, three years after the initial audit.
The possible outcomes of the audits are as follows:

e Satisfactory: all criteria conform to the Applicable Rules and
the best practices are highlighted;

e Needs Continuous Improvement. minor non-conformities
were found, but they do not have an impact on employee
safety or health;

e Needs Immediate Action: non-conformities are reported
either because they are serious, because they are recurring
or because they have a potential impact on the health and
safety of employees;

e Zero Tolerance: reported, for example, in the event of a
critical non-conformity because of child labour, forced
labour, physical abuse, restricted freedom of movement, an
immediate risk of accident for employees or attempted
bribery of the auditors;

e Access Denied: reported when the audit is refused (for
example in the event of refusal to provide partial or full site
access to the auditors).

In the event of a non-compliance (Needs Confinuous
Improvement, Needs Immediate Action, Zero Tolerance),
corrective action plans must be implemented which are then
audited at the level of the Subsidiary or Supplier.

Failure to implement a corrective action plan can, in the case
of a Subsidiary, result in an alert being sent to the Country
Manager. In addition, Subsidiaries can decide to link part or all
of the remuneratfion of their managers and/or of their
performance evaluafion to the implementation of the
Applicable Rules.

In the case of Suppliers, serious non-conformities (Needs
Immediate Action, Zero Tolerance and Access Denied) or the
failure to implement corrective action can result in the non-
listing of a new Supplier or the suspension or termination of
commercial relations with a listed Supplier.

In the event that the existence of a serious non-conformity with
the Applicable Rules is reported, a specific audit can be
initiated. In particular, visit reports are issued as part of the
process of routine visits made to Suppliers. They can result, if
necessary, in additional audits.

RISK FACTORS AND CONTROL ENVIRONMENT
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EHS audits specific to Subsidiaries

In order to ensure compliance with the Group’s EHS policy, a
system of worldwide audits has been set up since 1996, and
was reinforced in 2001 with the presence of external auditors,
who are experts in the local confext and regulations. These
audits take place regularly on each L'Orédal site : every three
years for production sites and every four years for the
distribution centres, administrative sites and research centres. If
the result of the audit does not meet the standard required by
the L'Oréal benchmarks, a specific interim audit is scheduled
for the following year. Every year, the teams responsible for EHS
risks review the audit results and identify general improvement
plans. The improvement plans specific to the audited Sites are
established immediately after the end of the audit. In
addition, any emergency measure infended to prevent an
imminent risk for the health of persons at the Site is
implemented by the Site EHS teams without waiting for the
completion of an audit even if it is not part of the
improvement plan that may exist.

There are various audit grids called “risk”, “culture”, or
“combined risk and culture”, used depending on the maturity
and type of activity at the sites. They assess in particular:

e compliance of practices and facilities with the Group’s rules
and procedures;

e progress in terms of EHS;
e any risks that the sites may present from an EHS standpoint;

e the level of management and deployment of EHS culture on
the sites.

Additional procedures

L'Oréal also uses analyses and ratings provided by Ecovadis,
an analytical company, to evaluate the policies implemented
by the Suppliers, among others, in terms of the issues covered
by the Vigilance Plan. The evaluations provide an indicative
guide which can be completed by the audits described
above.

(ii) Self-assessment system
Human rights and fundamental freedoms

An annual ethics reporting system enables monitoring of the
implementation of the Applicable Rules in the Subsidiaries,
namely with regard to Human Rights and Fundamental
Freedoms. The Countries are informed of their potential areas
for improvement by the Office of the Chief Ethics Officer.

The Senior Vice-President and Chief Ethics Officer regularly
visits the Group’s entifies all over the world to meet employees
at all levels of the Company. In 2019, he visited 14 countries.

Environment, health and safety

The Management Committees of L'Oréal Sites have self-
assessment tools for their practices based on the audit
stfandards provided to them, which enables them to
implement an improvement plan, if required.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 127




RISK FACTORS AND CONTROL ENVIRONMENT

Vigilance Plan

3.4.4. Whistleblowing mechanism
and reporting system

L'Oréal’s “Speak Up” policy namely enables employees to
report serious adverse impacts of human rights and
fundamental freedoms, non-compliance of rules relating to
the health and safety of people and respect for the
environment, notably via a secure Internet site (ethics
whistleblowing channel) directly to the Senior Vice-President
and Chief Ethics Officer.

3.4.5. Update on the effective
implementation of the
Vigilance Plan

This section provides the 2019 results of the application of the
Vigilance Plan for Subsidiaries and Suppliers.

3.4.5.1. Results of whistleblowing
mechanism and reporting

The Group’s ethics whistleblowing channel
(www.lorealspeakup.com) was opened in 2008 and to all
Group stakeholders in 2018, when a new procedure to collect
and handle reports was published. In addition, Employees can
use several other channels to raise their concerns (hierarchical
line, dedicated local lines, etc.).

In 2019, there were 647 reports on potential non-compliance
with Applicable Rules, including:

e 30 about sexual harassment, 20 of which were proven, in
whole or in part, and which resulted in 7 departures from the
Group;

e 135 about bullying, 62 of which were proven, in whole or in
part, and which resulted in 15 departures from the Group;

e 43 on discrimination, 20 of which were proven, in whole or in
part, and which resulted in 5 departures from the Group;

e 7 about health and safety, 2 of which were proven, in whole
or in part, and which resulted in 1 departure from the
Group;

e none on environmental issues

3.4.5.2. Results of the application of the
plan to Subsidiaries

1. Adoption of the Applicable Rules by the
Subsidiaries

The Applicable Rules are incorporated into the Group’s
Subsidiaries' internal rules.

91% of employees individually acknowledged the receipt of
the Code of Ethics and 74% of employees have been trained
using an e-learning tfraining tool on ethics.

Each EHS manager and each person working in a plant or
distribution centre is frained in the Applicable Rules on Health,
Safety and the Environment (EHS). All new employees are
frained in Health and Safety Rules, regardless of their work
location.

2. Monitoring and control system in respect of
Human Rights

Two audits were conducted within Group owned plants and
distribution centres, covering all the Rules on Human Rights.

Results by topic

(i) Child labour: none of the audits revealed any non-
compliance of employment of a child under the age
of 16.

As part of the annual ethics reporting in 2019, it was reported
that:

e 31 employees were 16-18 years of age;

e 1 employee under 16 years of age worked in the
Subsidiaries. This was a person aged 15 who had a contract
limited to a maximum of 10 hours a week, outside school
hours, at L'Oréal Canada, in compliance with local
regulations.

(iiy Forced labour: none of the audifts revealed any forced
labour (this includes freedom of movement and no salary
withholding).

In the context of the annual ethics reporting, L'Oréal Italy
reported, in collaboration with local NGOs, purchasing bags
manufactured in a prison.

(iii) Freedom of association: the audits did not reveal any
cases of non-compliance.

(iv) Non-discrimination: the audits did not reveal any cases of
non-compliance.

(v) Working hours: the audits did not find undue salary
withholding or charges.

(vi) Wages and charges: one audit revealed a minor non-
conformity. This was a case of excess overtime.

(vii) Sexual and psychological harassment: the audits did not
reveal any cases of non-compliance.

(viii) Health and safety: one audit revealed non-conformities.
This concemed a few Employees who had not
participated in safety fraining as well as a non-conformity
with regards to electrical system.

3. Monitoring and control system in respect
of Health, Safety and the Environment

In 2019, 63 “top managers” (managers of plants or distribution
centres, Management Committee members etc.) attended
the Leadership & Safety Culture seminar, held at the CEDEP,
the European Centre for Executive Development at the
INSEAD campus in France. Since the start of this programme,
573 senior managers have been trained. The main objectives
of these seminars are to raise awareness with top managers
about safety issues, increase their leadership ability and see
these behaviours adopted and maintained over the long
term.

36 plants are certified OSHAS 18001, or equivalent,
representing 95% of the Group’s plants.
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33 plants are certified ISO 14001, representing 87% of the
Group’s plants.

In 2019, 24 EHS risk audits of plants and distribution centres
belonging to the Group were carried out, based on an audit
every three years for plants and every four years for distribution
centres.

The most frequently identified risks during EHS risk audits are
related to fire protection, procedure safety, hazardous
energies, containment of fire water runoff and effluent
management. The cases of non-compliance and formal
notice were systematically subject to corrective actions.

There were 3 neighbour complaints in 2019: One academy
was the subject of two complaints because of noise created
by two public events; one distribution centre was the subject
of a complaint because of the noise generated by an electric
generator installed  temporarily before the  definitive
connection to the network, which took place a few days after
the complaint was filed.

There were 13 cases of non-compliance with environmental
regulations notified by an administrative authority in 2019. Four
of these nofified cases concern effluent quality. The formal
notices were subject to corrective actions.

In 2019, a fine of US$ 18,000 was levied (in Brazil) following a
demand from the local administration on changes to the
effluent tfreatment system, although no non-compliance or
pollufion was found. As this demand was made just before the
closing of the site in question, the work was not performed and
the fine was paid.

3.4.5.3. Results of the application of the
plan to suppliers

1. Adoption of Applicable Rules by Suppliers

100% of strategic Suppliers are contractually committed to
comply with the Applicable Rules.

All purchasers know the Applicable Rules and know which
people to contact in the event of doubts.

In 2019, 88 newly recruited purchasers in the Group received
in-depth training in responsible purchases.

2. Monitoring and control system

The Applicable Rules are controlled through external audits.
These audifs cover questions on Human Rights as well as
Environment, Health and Safety and cover all activities of the
audited Site without being limited to the parts of the Site that
operate for L'Oréal.

1,662 on-site audits were conducted in 2019, as part of
regular audits and also ad hoc audits following whistle-blower
reports (60 ad hoc audits in 2019) @, Thus, 93% of Supplier
production sites requiring audits were audited at least once.

The cases of non-compliance noted during these social audits
that come under the Vigilance Plan are described below.

RISK FACTORS AND CONTROL ENVIRONMENT
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2.1. In terms of Human Rights
Results of audits by topic

(i) Child labour: 5 audits revealed 9 cases of employment of
a child under the age of 16 4. The necessary measures to
avoid starfing or end all commercial relations with the
businesses in question have been taken. Despite the end
of the relationship, the suppliers were asked to ensure the
children returned to school.

Moreover, cases of non-compliance on the “Child
Labour” topic included the absence of procedures to
verify the age at the time of recruitment by the Supplier
and the absence of copies of identity documents, even
though the presence of children was not noted during
the audits. The concerned Suppliers have been asked to
correct this situation, and follow-up audits are planned.

Lastly, the Purchasing Department Committee was
specifically informed of these cases, with insistence on
raising awareness of the tfeams on this issue.

(ii) Forced labour: 7% non-compliance &.

Most of cases of non-compliance concern the
withholding of identity documents without a legal
requirement, as well as the freedom for employees to
end their contracts without penalty (financial or other)
except for those stipulated by social legislation. The main
corrective measures requested were the return of the
identity documents and the updating of employee
contracts. Follow-up audifs will check the effective
implementation of these corrective measures.

(i) Freedom of association:® 3% non-compliance &.

Most of the cases of non-compliance concern the failure
fo freely elect employee representatives without
management interference. Elections must be carried out,
or in countries where such elections are not legdl,
employee meetings must be organised o report items to
be improved.

(iv) Non-discrimination: 1.3% non-compliance @.

These cases of non-compliance mainly concern the
absence of a clear and uniform policy to ensure the
absence of discrimination at recruitment or discrimination
in the payment of wages and other costs.

Suppliers were requested to implement such policies,
which will be checked in future audits.

(v) Working hours: 24% non-compliance .

The audits did not find undue salary withholding or
charges.

When an audit notes a case of non-compliaonce with
regard to the correct settlement of wages, social benefits
or the correct payment of overtime, even though these
are not undue salary deductions, the Suppliers are
requested to correct the situation and a follow-up audit
is planned.

@ The Statutory Auditors have expressed reasonable assurance with regard to this indicator.
(1) Audits for which the auditor was unable to access the site or sufficient data are included. They represent 2.9% of the tfotal number of audits. Notfe that these cases are

excluded from the analysis of non-compliance.

(@) Figures exclude audits where verification could not be performed because of the specific nature of local regulations.
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(vi) Sexual harassment and bullying: 2.4% non-compliance.

Most of these cases of non-compliance concerned the
absence of a written policy prohibiting sexual harassment
and bullying or the absence of an internal system
allowing the situation to be reported without negative
consequences for the concerned employee.

Suppliers were requested to draft these policies, which
will be checked in future audits.

The other cases of non-compliance did not concern
serious breaches of the Applicable Rules.

2.2. Health, Safety and the Environment.

38% of the cases of non-compliance concerned the
Applicable Rules on Health, Safety and the Environment.

Most of these cases concerned (i) the lack of tfraining in
emergency evacuation, extinguisher handling or the use of
protection equipment, (i) the lack or closure of over 50% of
emergency exits or (jii) the absence of stair hand-rails.

The main corrective measures were the implementation of
training in emergency evacuation and extinguisher handling.
Similarly, complionce of emergency exits, the addition of
hand-rails and training in protection equipment were
organised.

@ The Statutory Auditors have expressed reasonable assurance with regard to this indicator.
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3.5.

3.5.1. Definitions and general
framework

Risk management (events or situations, the occurrence of
which is uncertain, could have a financial, non-financial, or
reputational impact) is a process that applies to the Company
and its consolidated subsidiaries (the “Group™).

Risk management consists of 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 events and maximise the realisation of opportunities.

In order to ensure the sustainability of its development and the
achievement of ifs objectives, the Group sfrives to anficipate
and manage the risks to which it is exposed in its different
areas of activity. In addition, the Internal Rules of the Board of
Directors specify the role played by the Audit Committee
which “must ensure that General Management has the means
to enable it to identify and manage the economic, financial
and legal risks facing the Group inside and outside France in
carrying out its normal or exceptional operations”.

On the basis of the work by the Internal Audit Department, the
analysis of major risks, in conjunction with the processes used
by subsidiaries, makes it possible to identify Internal Control
improvements and update the Group’s standards.

3.5.2. Risk mapping

The Group’s risk mapping process is led by the Risk
Management and Compliance Department.

The risk mapping for all of L'Oréal’s activities is updated
periodically. A significant update was made in 2019. This
process fo idenfify, analyse and assess significant risks
stfrengthens Group actions and allows them to be prioritised.
The results of this work are presented to the Audit Committee.
The main risks to which the Group is exposed are described
below.

RISK FACTORS AND CONTROL ENVIRONMENT
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RISK FACTORS AND RISK MANAGEMENT

3.5.3. Risk factors

The Group operates in a changing environment. Like any
company, it is necessarily exposed to risks which, if they were
to materialise, could have a negative impact on its business
activities, its financial situation and its assets, particularly in
terms of reputation and image.

For taking an informed investment decision, as required by the
regulations in force, section 3.56.3.1 discusses major risks in a
limited number of categories (given the probability of their
occurrence and the expected magnitude of their negative
impact) taking the risk management policies info account. In
each category, the most material risks are mentioned first. The
way in which each risk factor could impact L'Oréal is also
explained.

Faced with these risks, L'Oréal has set up an Internal Control
system to prevent and manage them more effectively. The
Infernal Control and risk management procedures are
therefore described in this chapter.

However, a wholly risk-free environment cannot be
guaranteed. Moreover, the Group could be adversely
impacted by other risks of which it is not currently aware or
which it does not consider material at the date of this
Document.

Other risks, which are not considered material for making
investments as defined by the regulations, are described in
Section 3.5.3.2.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 131




RISK FACTORS AND CONTROL ENVIRONMENT
Risk factors and risk management

3.5.3.1. Major risks to which the Group believes it is exposed

Business risks Crisis management *

Information and cybersecurity systems *

Geographic presence and economic and political environment *

Data

Market and Innovation

Business ethics

Sales distribution networks

Human Resources risk

Product quality and safety

Security of people and assets

Industrial and environmental risks Product availability *

Environment and safety

Climate change

Legal and regulatory risks Risk of non-compliance *

Intellectual property: frademarks, designs & models, domain names, patents

Product claims

Financial and market risks Currency risk *

Risk on financial equity interests

Risk relating to the impairment of infangible assets

* Most material risks in each category.

3.5.3.1.1. Business risks

Business risks/Crisis management

Risk identification

Risk management

Prejudicial information relating primarily to the use or misuse of a

product, or an inappropriate individual behaviour, whether proven or

not, could affect the reputation of L'Oréal, its 36 major international

brands and its products.

The impact of the risk could be amplified, notably, by:

e the explosion of the digital universe and social networks in all
countries;

e the emergence of social beauty, which is social, connected and
shared beauty;

e the role of influencers as opinion leaders with a significant community
of subscribers.

L'Oréal has set up a watch system that monitors English, French and
Chinese-language websites on an ongoing basis. The subsidiaries
deploy their own social media and web monitoring systems under the
responsibility of their Director of Communications and immediately
report a media risk in their country to the Corporate Communications
Department.

L'Oréal has also set up a crisis management procedure which is tasked
with  preventing, managing and limiting the consequences of
undesirable events on the Company across the globe. The Group crisis
management officer reports directly to General Management.

The deployment of the Code of Ethics throughout the Group aims at
reinforcing the dissemination of the rules of good conduct which form
the basis of L'Oréal’s integrity and ethics. These rules of good conduct
seek fo guide actions and behaviour, inspire choices and make sure
that the Group’s values are reflected in the everyday acts of each
employee. L'Oréal has also implemented a “Code of Good Practice for
the Use of Social Media” by its employees.

The Group has published the “Charter of values” which each influencer
with whom L'Oréal collaborates agrees to respect. The Group’s
principles and operational processes to be applied for partnerships with
influencers, have been disseminated worldwide to the collaborators
concerned.
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Business risks/Information and cybersecurity systems

Risk identification

Risk management

In a context of digital transformation and constant development of the
information technologies and their uses, the Group’s business activities,
expertise and, more generally, its relations with all stakeholders in ifs
social and economic environment, depend on increasingly virtual and
digital operation.

As a result, the malfunction or breakdown of these systems or the loss of
data for exogenous or endogenous reasons (including cyberattacks,
malicious acts, hacks, etc.) internally or at a third-party service provider
of the Group could have a material impact on the Group’s business
activities.

The Global IT Department has infroduced strict security rules for
infrastructures, equipment and applications. Furthermore, in order fo
adapt to the development of new methods of communication and
collaboration, L'Oréal has introduced an Informatfion and
Communication Technologies Code of Practice. To address the
growing threat of cybercrime, L'Oréal takes continuous steps to
strengthen the resources dedicated to information system security.

This plan relies in particular on anti-intrusion equipment, regular intrusion
tests, an information system security audit programme, the protection of
sensitive equipment and global supervision to identify irregularities.
L'Oréal’s safety focus is constantly adjusted to deal with new threats of
cyberattacks. For example, the Group is increasingly investing in systems
for detecting and reacting fo warnings and security incidents and in
the periodic supervision of the effectiveness of such solutions.
Furthermore, to mobilise its teams, in 2018 the Group initiated a
worldwide awareness raising campaign, which continued in 2019.
Online fraining in best cybersecurity practices is available for all
employees. As at 31 December 2019, 69% of employees had validated
this e-learning programme, which was updated against at the end of
2019.

Management of the data risk is described in the "Data” risk.

Business risks/Geographic presence and economic and political environment

Risk identification

Risk management

L"Oréal is a global corporation that has subsidiaries in 67 countries. More
specifically, global growth in the cosmetics market has led L'Oréal to
develop its activities in countries within the “New Markets” Zone, which
represented 47% of its sales in 2019. Because of this globalisation,
political or economic disturbances (stfrong economic slowdown due for
example to geopolitical tensions or sanitary crisis, international trade
tensions, sovereign debt crises) in countries in which the Group
generates a significant portion of its sales could have an impact on its
business activities.

L'Oréal’s global presence (geographic, product categories and
distribution channels) helps to maintain a balance in sales and offsets
between countries and geographic zones. (details on sales from the
zones presented in Section 1.3).

Business risks/Data
Risk identification

Risk management

The data collected and processed by L'Oréal or its partners, the volume
of which is increasing with the growth in digital activities, particularly
personalized services for consumers, could be fraudulently used, altered
or |ost.

Furthermore, personal data protection regulations are being reinforced
throughout the world. Specifically, the European General Data
Protection Regulation (GDPR) provides for significant sanctions.

Any breach of data integrity or confidentiality, notably personal data
processed by L'Oréal or its partners, for exogenous or endogenous
reasons (including intrusions, malicious acts, etc.) could have a
significant impact on its reputation and consumer confidence and thus
on the Group’s business activities.

The Group constantly and progressively deploys policies, training and
data management tools as well as the associated organisational and
technical measures. The Global IT Department has infroduced strict rules
with regard to data security (back-up, protection of, and access to
data, in particular confidential data).

The Group’s principles governing the processing of personal data have
been disseminated all over the world fo raise the awareness of all
employees about respect for ethical principles, and legal and
regulatory requirements in the matter.

An organisation based on a Group Governance Committee, a world
Steering Committee and a network of Business Line, Zone and Country
contacts responsible for personal data protection has been set up to
coordinate the operational teams involved. Specifically, the Group has
appointed a Group Data Protection Officer (DPO) and set up a network
of DPOs for all countries in the European Zone.

This governance notably aims to monitor the Group’s compliance with
the different legislation, such as the GDPR in Europe, by ensuring the
mobilisation of all stakeholders and by adapting customer, supplier and
business line processes to the Group'’s rules and to applicable laws.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT

133




RISK FACTORS AND CONTROL ENVIRONMENT
Risk factors and risk management

Business risks/Market and innovation
Risk identification

Risk management

L'Oréal is subject to constant pressure from many competitors in all

countries due to:

e its size and the positioning of its brands in various markets in which
major infernational groups operate;

e |ocal brands and new players coming from the digital economy;

e rapid fechnological changes in emerging fields of research by new
operators.

If the Group fails to antficipate or respond fo changes in consumer

expectations, especially in the areas of natural beauty, health,

personalised  services, connected things and environmental

commitments, with innovative and adapted product offerings, its sales

and growth could be affected.

The Group continually adapts its innovation model and is constantly
increasing its investments in research and digital services. L'Oréal’s
research feams innovate to respond to the infinite diversity of beauty
aspirations all over the world. The Consumer & Market Insights
Department, part of the Innovation Division, is constantly monitoring
changes in consumers’ cosmetic expectations by product category
and major regions of the world.

All of these research programmes, which are part of a long-term vision,
allow L'Oréal to meet the challenges of innovation (Section 1.2.6
“The bet on research, safety and innovation”).

The Digital General Management is responsible for accelerating the
Group’s digital transformation by helping the brands create enriched
spaces for expression and helping feams o establish more interactive,
close-knit and bespoke relationships with consumers.

Consumers’ expectations with regard fo Sustainable Development are
also at the heart of the Sharing Beauty With All programme (see
chapter 4) and are taken info account in developing the Group’s
brand and product portfolio.

Finally, the Group’s acquisition strategy always takes info account
changes in the competitive environment.

Business risks/Business ethics

Risk identification

Risk management

As L'Oréal is an international group of 88,000 employees working in 74
countries and at more than 423 sites, it cannot exclude potential
violations of its ethical commitments (Code of Ethics based on the four
Ethical Principles - Integrity, Respect, Courage and Transparency-, its
Human Rights policy, support of the United Nations Global Compact
and the United National Sustainable Development Goals, etc.), whether
directly by its employees, or indirectly because of the activities of its
partners, particularly its suppliers and subcontractors. In addition, civil
society is expressing higher expectations with regard companies'
integrity and fransparency and the way in which they manage scientific
and tfechnological innovations. Such non-compliance with ifs
commitments or the lack of a response to new ethical questions could
have an adverse impact on the Group’s reputation and as well as
expose it fo criminal or administrative sanctions.

The Group's sustainable development, social and societal responsibility,
compliance and philanthropy are based on the Ethical Principles. The
role and the resources granted to the Chief Ethics Officer allow him fo
succeed in his mission by relying on all the teams and resources of the
Group (see 3.2.1). Specific fraining of management teams, regular
dialogue with stakeholders and the establishment of infernal working
groups facilitate the inclusion of Ethics in the Group’s new policies and
strategic decisions. The ethical and human rights risks are mapped and
regularly updated, including for suppliers and subcontractors (see
Section 3.4.3.2). The deployment of the Code of Ethics throughout the
Group, a mandatory e-learning training and ongoing communication
campaigns via an Ethics Day, ensures that employees are aware of the
ethical standards. A network of 75 Ethics Correspondents around the
world and regular visits by the Chief Ethics Officer to the Countries
ensures close contact with these employees. Regular audifs of the
Group’s sites, suppliers and subcontractors (see Section 3.4), the
Group’s secure whistleblowing line (www.lorealspeakup.com), which
opened to all Group stakeholders in 2018, as well as a speak up policy
ensure the proper handling of any issues.

Business risks/Sales distribution networks
Risk identification

Risk management

To sell its products, L'Oréal uses independent distribution channels, and
may develop direct distribution to the consumer for certain brands
(branded retail and e-commerce). The concentration of the Group’s
large customers, the restructuring or disappearance of physical supply
chains, and changes in selective distribution could impact the
development of the Group’s brands in the country or countries
involved.

The presence of the Group’s brands in all types of distribution channels
allows the Group to offer its products and services, whatever the
consumer practices. The departments concerned anticipate trends to
adapt to these changes and, more involved, have steadily developed
online sales with diversified partners.
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Business risks/Risks related to Human Resources

Risk identification

Risk management

One of the keys to L'Oréal’s success lies in the talent of its employees to
ensure its growth. This is particularly true because L'Oréal is evolving in a
complex, highly competitive and rapidly changing context
(globalisation,  digital  tfransformation,  sustainable  development
challenges, etc.) that requires specific expertise. If L'Oréal fails to
identify, affract, retain and frain competent and engaged employees
who behave responsibly, the development of its activities and its results
could be affected.

Moreover, given L'Oréal’s activities, particularly its industrial operations,
the risk of workplace accidents or occupational illnesses could become
a redlity.

The Group is developing a motivating, professional environment with
respect for its ethical values, particularly diversity.

The recruitment and development of the employees occurs within a
long-term perspective, also to ensure the continuity of key functions
within the Group, in which fraining plays a core role throughout an
employee’s career.

The remuneration policy combines external competitiveness and
infernal  fairness. It recognises both individual and collective
performance.

The international global Share & Care programmme meets the essential
needs of each of the Group’s employees in terms of benefits,
healthcare, parenthood and quality of life at work. Training sessions in
stress prevention and workstation ergonomics are organised.

The Group has set ambitious goals for the health and safety of its
employees, defining high standards that often exceed legal obligations
and involve personnel at all levels. Prevention is based on the GHAP
(General Hazardous Assessment Procedure) and SHAP (Safety Hazard
Assessment Procedure) programmes, which identify the dangers,
generally and for each workstation, assess the risks and allow the
implementation of the necessary means of control (see Section 4.3.2.1
of this document).

Business risks/Product quality and safety
Risk identification

Placing on the market a product that does not meet the safety
requirements, or consumer or stakeholder questions about the quality
and safety of L'Oréal products, whether based on proven facts or nof,
whether or not they are related to the use or misuse of a product, could
affect the Group’s sales and reputation.

Risk management

Consumer safety is an absolute priority for L'Oréal: assessing safety is

central fo any new product development process and a prerequisite

before any new product can be brought fo the market. The principles

governing the Group’s quality and safety policy are:

e satisfaction of customer needs;

e compliance with safety requirements and laws;

e the maintenance of standards and regular updates of safety
assessment approaches;

e product quality and conformity across the supply chain.

The International Safety Evaluation Department specifically evaluates
the safety of raw materials and finished products. It establishes the
toxicological profile of the ingredients used and the tolerance of the
formulas before they are launched on the market. The same safety
standards are applied worldwide to ensure identical quality across the
globe.

L'Oréal goes one step further in safety assessments by monitoring the
potential adverse effects that may arise once the product is on the
market through its infernational cosmeto-vigilance network in order fo
take the appropriate corrective measures if necessary (for more details,
see “Product Quality and Safety: a Priority” in Section 4.3.3.2.).

In ferms of questions that civil society may ask regarding certain
substances and their effects on health and the environment, L'Oréal’s
position can be summarised in three points:

e vigilance with regard to any new scientific data concerning these;

e co-operation with the relevant authorities;

e precaution leading to the substitution of ingredients in the event of a
proven or strongly suspected risk.

L'Oréal relies on its scientific feams to answer consumers’ questions
about the safety of its products, primarily through its “Inside our
Products” platform that came on line in 2019.

Finally, production quality standards define rules governing the quality
of products, for all stages from creation to production and distribution.
Almost all plants are ISO 9001 certified for their production and follow
Best Manufacturing Practices in accordance with the ISO 22716
standard. In the case of production subcontracting, the rules governing
the choice of the subcontractor and its production follow the same
principles. The subcontfracting quality charter lays out these
requirements, compliance with which is evaluated during audits.
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Business risks/Security of people and assets
Risk identification

Risk management

As the Group is a global group present in 74 countries and more than
423 sites (excluding stores and the point-of-sales outlets of distributor
customers), it is exposed to a variety of risks inherent to the environments
in which it performs its activities (geopolitical, climate, sanitary,
economic and social, malicious acts, climate and natural disasters). The
direct and indirect consequences of these risks may adversely affect
people and the assets of the Group (fangible and infangible).

In order to permanently protect these resources (or Group assets)

against malicious acts, the Security Department helps in the preventive

implementation of technical, HR and operational procedures to limit

the residual risk of malicious damage and support the Group’s

international development in high-risk countries. For this purpose, the

Security Department:

e hasimplemented a watch and evaluation of the state of security in
the countries in which the Group is active;

e conducts evaluation visits in the countries in which it is present;

e creatfes country security sheets for international travellers;

e defines the security standards and minimum protection to be
implemented to protect the Group’s activities.

The security measures are adjusted and reassessed based on the local

situation and the level of exposure of employees and sites.

3.5.3.1.2. Industrial and environmental risks

Industrial and environmental risks/Product availability

Risk identification

Risk management

In the context of a globalised logistics chain and the increased
geographic concentration of certain supply sources, the failure of an
external supplier to deliver raw materials, packaging articles or finished
products, along with a major interruption of operations in a L'Oréal
industrial unit or shipping hub, could impact the Group’s sales because
of the unavailability of products that could result thereof.

L'Oréal regularly revises its inventory policies, reserves capacities with its
suppliers and negotiates long-ferm confracts. Likewise, business
continuity plans exist for each operational site. The Group is currently
deploying a single methodology of business contfinuity plans at all its
plants and all its distribution centres. These plans aim at planning for the
unavailability of part of the Group’s supply chain as far as possible and
resuming business activities as quickly as possible.

L'Oréal also looks for alternative sourcing for its raw materials, duplicates
packaging moulds for ifs strategic products, implements operational
contfinuity plans with its suppliers and reviews, if required, the design of
its formulas and finished products.

Industrial and environmental risks/Environment and safety

Risk identification

Risk management

The L'Oréal Group, with its 93 industrial sites (owned plants and
distribution centres), including four classified as “Seveso high threshold”,
is exposed to various industrial risks related to the environment and
safety (fires, explosions, failure of installations or safety systems, or even
human failure, in the operation of the existing facilities or management
of the work, etc.), which can result in human injuries and/or accidental
pollution at Group sites, or outside those sites, particularly when they are
located in a populated area.

The Group’s Environment, Health and Safety (EHS) policy aims to
minimise the impact on the environment and guarantee the health and
safety of employees, customers and the communities in which L'Oréal
carries out its activities. As a result of this policy, the risks inherent in our
business activities are systematically identified and brought under
control.

The Operations Division issues Internal Rules that set out the principles of
L'Oréal’s EHS policy. Each site is covered by an EHS officer. Training
programmes are systematically organised. EHS performance indicators
are collected monthly from all plants, distribution centres, and
administrative and research sites with over 50 people. Specific audits
are conducted by infernal EHS teams, and external independent
experts. Fire risk is dealt with in the framework of very strict fire
prevention standards (National Fire Protection Association standards).
Industrial sites classified “Seveso” are subject to specific procedures
adapted to the nature of the risks related to storage of chemicals or
flasmmable materials and are in compliance with the regulations.

Across all sites, the Group strives to reduce its greenhouse gas emissions,
its water consumption and its waste generation. It also pledges fo
reduce the footprint from fransportation of its products and to no longer
send waste to landfill.
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Industrial and environmental risks/Climate change

Risk identification

Risk management

As for any company, the Group’s activities are exposed to the physical
and fransition risks related to climate change.

The increase in risks of natural origin, both extreme and chronic, could
impact the availability of finished products by disturbing the Group’s
operations and/or supply chain. The rarefaction of resources and the
implementation of the transition to a low-carbon economy could also
increase production costs.

In addition, insufficient consideration of these impacts related to the
usage phase during product design could represent a risk for sales in
certain areas of the world affected by water scarcity or the lack of
adapted infrastructures to collect and treat effluents and waste.

Finally, the choices made by certain categories of consumers could be
increasingly influenced by the carbon impact of products and the
Group’s total environmental performance.

As a result, if the Group did not sufficiently anticipate all these impacts
and did not initiate a voluntary process to adapt to climate change, its
financial performance and reputation could be impacted.

Through its Sharing Beauty With All programme, the Group pursues its
initiatives aimed at reducing its environmental footprint by setfing
ambitious, concrete targets (see chapter 4). Thus, L'Oréal has
undertaken to reduce the environmental footprint of its operations by
60% in 2020 from a 2005 baseline. This programme also aims to reduce
the environmental footprint of ifs product formulas and fo respect
biodiversity through a sustainable and responsible sourcing policy for
raw materials, the eco-design of packaging and commitments to “zero
deforestation” so that 100% of the products proposed by 2020 have an
improved environmental or social profile. By 2025, for example, 100% of
the Group’s plastic packaging will be refillable, reusable, recyclable or
compostable. This objective will have a direct effect on the end of life
of packaging and stimulate the circular economy.

Finally, L'Oréal has sought to cover all impacts associated with its value
chain and had its commitment validated in late 2017 with the Science
Based Targets initiative:

e from 2025, all its industrial, administrative and research sites will be
carbon neutral;

e by 2030, the Group will have reduced all its greenhouse gas emissions
by 25% in absolute value compared to 2016 (Scopes 1, 2 and 3);

e as asignatory of the Business Ambition for 1.5°C initiative, L'Oréal has
made a commitment to reach net zero emissions by 2050.

Management of potfential consequences of extreme events is
described in the section on “product unavailability” risk.

3.5.3.1.3. Legal and regulatory risks

Legal and regulatory risks/Non-compliance

Risk identification

Risk management

Many general and specific laws and regulations apply to the L'Oréal
Group, such as the European REACH and CLP (“Classification, Labelling,
Packaging”) regulations infended to strengthen the human and
environmental safety of chemical products, the European Cosmetics
Directive governing animal testing of ingredients, and the regulations on
competition law and corruption. The diversity and constant
reinforcement of the regulatory environment expose the Group to a risk
of non-compliance or increased compliance costs.

Despite the internal control procedures established by L'Oréal, it cannot
be excluded that any failure would expose it to an act of fraud or
corruption, which could have an impact on the reputation, business
and results of the Group. Finally, in the ordinary course of its business, the
Group will potentially be involved in all types of legal actions and may
be subject to tax, customs and administrative audits.

The Legal Charter reaffiims the obligation to comply with local
legislation and, in particular, sefs out the internal principles for
signatures, the general and specific rules relating to confracts,
trademark law, intellectual property law, company law, competition
low, embargoes and economic sanctions and the protection of
personal data. Furthermore, the Group’s Legal Department has set up a
training programme on competition law for the employees concerned.

L'Oréal is involved in an ongoing dialogue with national or regional
authorities in charge of specifically regulating products in its industrial
sector through the professional associations to which it belongs.

With regard to the REACH and CLP regulations, L'Oréal communicates
proactively with its European suppliers in order to ensure a continuing
supply of compliant raw materials.

An action plan has been drawn up at L'Oréal in order to improve the
design and methods used to assess the safety of raw materials. It led to
the end of testing finished products on animals in 1989 (14 years before
it became a legal obligation in Europe) and the development of
predictive evaluation strategies to meet European regulations.

The components of the Internal Confrol and Risk Management system
implemented are detailed in this chapter. In the areas of fraud and
corruption, the deployment o all Group subsidiaries of programmes to
prevent corruption and raise awareness of the fraud risk (see Section
4.3.4) contribute to managing these risks.

The Company has no knowledge of any governmental procedures,
legal or arbitration proceedings, which are pending or threatened, that
may have, or have had over the last 12 months, material effects on the
financial position or profitability of the Company and/or the Group,
other than those described in note 12.2. to the Consolidated Financial
Statements. The main legal risks are reporfed to the General
Management and presented to the Audit Committee.
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Legal and regulatory risks/Intellectual property: trademarks, designs & models, domain names, patents

Risk identification

Risk management

The brands, particularly the 36 major infernational brands, designs,
models, domain names and patents filed are strategic intangible assets
for the Group.

Given the image and reputation of the Group around the world and

given the large number of patents (497 in 2019) and trademarks filed by

L"Oréal, third parties could:

e dispute the validity of L'Oréal’s intellectual property rights, or attempt
to enforce their intellectual property rights against the products
marketed by L'Oréal;

e infringe on L'Oréal’s intellectual property rights (patents, trademarks,
designs and models, copyrights), reproduce or imitate the Group’s
packaging and products in order to benefit illegitimately from this
name or technology and thus illegally draw a profit from the efforts
and investments made by the Group.

Given the competitive context in which a growing number of patents

and frademarks are filed, and in which some intellectual property rights

result from acquisitions or are developed by third parties (“open

development”), the free use of a technology or full availability of a

brand before any launch cannot, therefore, be completely secured by

L'Oréal.

Special care is given to the protection of trademarks, designs, models
and domain names belonging to the Group. This responsibility is
entfrusted to a special unit of the Legal Department. The department
ensures the worldwide protection, management and defence of
intellectual property rights via searches for prior rights, monitoring of
registration and renewal procedures, the implementation of monitoring
services and the initiation of appropriate legal action against
counterfeiters.

In order to profect the Group against the risk of appropriation of a
molecule, a production or packaging process by another company,
L'Oréal has set up the International Industrial Property Department, a
specific structure which is part of the Research and Innovation
Department. It is responsible for filing the Group’s patents, their use and
defence on a worldwide basis. It also conducts studies on the free use
of Group products with regard to third-party patents and monitors the
legality of competitors’ products with regard fo the Group’s patents.

The L'Oréal Group is also an active member of organisations which
have set themselves the goal of combating counterfeiting and
promoting best commercial practices. This is the case of the French
Manufacturers’ association (Union des Fabricants), the Association des
Praticiens du Droit des Marques et des Modéles (APRAM) and the
Association Information et Management (AIM).

Legal and regulatory risks/Product claims

Risk identification

Risk management

In its communications, L'Oréal highlights the innovative nature, quality
and performance of its products. These communications may be
challenged by authorities, organisations or consumers, despite every
care used to guarantee their accuracy and fairness.

The Worldwide Claims Substantfiation Department ensures the
conformity of product communications before they are infroduced on
the market. The Group’s Code of Ethics sefs out the fundamental
principles of responsible communication and L'Oréal has made a
commitment to implement the International Chamber of Commerce
Consolidated Code of Advertising and Marketing Communication
Practice and the Cosmetics Europe Charter and Guiding Principles on
responsible advertising and marketing communication to which the key
global cosmetics industry players in Europe adhere. The Group’s
principles for “responsible product advertising” are described in a
summary brochure disseminated worldwide in order fo raise employee
awareness about compliance with ethical principles, specific legal and
regulatory requirements, and operational processes for the prior control
of product communications.
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Financial and market risks/Currency risk

Risk identification

Risk management

Due to ifs international presence, L'Oréal is naturally exposed to
currency fluctuations. In addition, commercial flows resulting from
purchases and sales of items, products, royalties and services arise
between subsidiaries in different countries. Procurement by subsidiaries
is mainly in the currency of the supplier’s country.

Fluctuations between the main currencies may therefore have an
impact on the results of the subsidiaries, but also on the Group’s results
during the conversion of non-euro subsidiaries” accounts into euros and,
as a result, make it difficult to compare performances between two
financial years.

The impact of hedging on equity and the analysis of sensitivity to
currency fluctuations are detailed in note 11.3. “Other comprehensive
income” in the Consolidated Financial Statements. Finally, the impact of
foreign exchange gains and losses on the income statement is
described in note 10.2 “Foreign exchange gains and losses” of the
Consolidated Financial Statements.

The Financial Code and the currency risk management standard
specify, in particular, the principles fo be applied by Group entities to
ensure that management of currency risk is both prudent and
cenfralised.

To limit currency risk, the Group adopts a conservative approach
whereby it hedges a significant portion of its annual requirements for the
following year through currency forward confracts (purchases or sales)
or through options. Hedging requirements are established for the
following year on the basis of operating budgets of each subsidiary.
These requirements are then reviewed regularly throughout the year in
progress. In order to obtain better visibility over the flows generated,
currency risk management is centralised through the Treasury
Department at head office (Group Corporate Finance Department),
which uses a specific tool for centralising the subsidiaries’ requirements
by currency (FX report).

The system of foreign exchange risk hedging is presented to the Audit
Committee. The hedging methodology and the values involved are
described in note 10.1. “Hedging of currency risk” in the Consolidated
Financial Statements.

Financial and market risks/Financial equity risk
Risk identification

Risk management

The main equity risk for L'Oréal is the 9.43% stake it held in Sanofi at
31 December 2019 (see note 9.3 “Non-current financial assefs” of the
Consolidated Financial Statements), the value of which fluctuates
primarily as a function of global market trends, Sanofi’s results and, more
generally, economic and financial data from Sanofi and its sector.

A significant decrease in the amount of the dividend paid by Sanofi or
a significant or extended decline in its market price could have an
impact on the price of the L'Oréal shares.

This interest and changes in the market in which Sanofi operates are
monitored on a regular basis. As at 31 December 2019, the market
value of the Sanofi share was significantly higher than the value
recorded on the L'Oréal balance sheet (see note 9.3. to the
Consolidated Financial Statements).

Financial and market risks/Risk relating to the impairment of intangible assets

Risk identification

Risk management

L"Oréal’s intangible assets, which are primarily its 36 major international
brands, and the goodwill recognised at the time of exfternal growth
tfransactions, are susceptible to impairment.

As described in note 7. “Intangible assets” of the Consolidated Financial
Statements, brands with an indefinite useful life and goodwill are not
amortised but are tested for periodic impairment at least once a year.
Where the recoverable amount of a brand is lower than its net book
value, an impairment loss is recognised. Similarly, any difference
between the recoverable amount of each cash-generating unit and
the net book value of the assets including goodwill would lead to an
impairment loss in respect of the assef, recorded in the income
statement. The amounts for the last three financial years are provided in
note 4. “Other operational income and expenses” of the Consolidated
Financial Statements.

The data and assumptions used in impairment tests carried out on Cash-
Generating Units for which the goodwill and non-amortisable brands
are significant, are presenfed in note 7.3. “Impairment fests on
intangible assets” of the Consolidated Financial Statements.
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3.5.3.2. Other risks

In section 3.5.3.1, L'Oréal reports on major risks for taking informed investment decision, as required by the regulations.

Intentionally, other risk factors, not classified as important for investment decisions, are voluntarily described in this section.

Other risks/Seasonal nature of sales
Risk identification

Risk management

In certain cases and for specific products such as sun care products,
the timing of sales can be linked to climate conditions. Products and
brands sought by consumers for gifts, or during specific promotional
events, record particularly strong sales at year-end and during holiday
periods. This is in particular the case for fragrances. A major disruption in
any of these factors could affect L'Oréal’s sales.

L'Oréal’s presence in all sectors contributes to a balance of sales
among product categories. Moreover, L'Oréal works to mitigate these
risks through the diversity and expansion of its product offerings, and by
organising product launches and promotional events throughout the
year.

Other risks/Integration of acquisitions
Risk identification

Risk management

Within the framework of its growth strategy, L'Oréal has made
acquisitions  or signed licensing agreements as a function of
opportunities for growth at an acceptable cost and under acceptable
conditions.

These operations may have a negative impact on the Group’s results if
the Group fails to successfully integrate the activities of the acquired
companies and their personnel, products and technologies under the
expected conditions and in compliance with the Group’s standards, or
if it fails to achieve the expected synergies or successfully manage
liabilities not anticipated when the transaction was completed, and for
which L’Oréal would have little or no protection from the seller.

The Group has implemented a control process for such fransactions,

which includes:

e the formation of multidisciplinary teams to prepare projects and due
diligence work;

e areview by the Board of Directors’ Strategy and Sustainable
Development Committee and then by the Board of Directors, of
acquisition or equity investment opportunities that represent
significant amounts or fall outside the scope of the Group’s usual
business activities, and of the conditions for their implementation.

Acquisitions, which are decided by the Board of Directors, are regularly

reviewed by the Board of Directors which is informed of the conditions

of integration and the performances achieved.

Other risks/Funding of employee benefit obligations
Risk identification

Risk management

L'Oréal allocates assets to cover its employee benefits commitments.
By natfure, these assefs are exposed to fluctuations in the markets in
which they are invested.

A sharp, prolonged downturn in the financial markets could have an
impact on the value of the portfolios created (see 5.4. “Post-
employment benefits, retirement benefits and other long-term benefits”
of the Consolidated Financial Statements).

Pursuant to the provisions of the Group’s Internal Charter on the Assets
Financing Employee Benefit Commitments, the allocation by category
of assets is subject to limits aimed in particular at reducing volatility and
correlation risks between the different asset categories authorised. A
Supervisory Committee for the pension and employee benefit schemes
offered to Group employees ensures that these principles are
implemented and monitored, as described in “Employee benefit and
pension schemes” in the “Social information” section (see Chapter 4).
Moreover, the Group chooses insurers and custodians with the highest
credit ratings from the three main specialised ratings agencies.
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Other risks/Tax regulations
Risk identification

Risk management

Because of ifs global presence (74 countries), the Group is subject to
different tax regulations.

The Group is exposed to risks arising from the multiplication and
complexity of tax standards and changes in tax regulations or their
interpretation.

An increase in existing taxes, the infroduction of new taxes, or double
taxation concerning in particular corporate income tax, customs duties,
import taxes, the repatriation of dividends or social levies, could have
an adverse impact on the Company’s results. In addition, the tax
authorities in the countries in which the Group is present carry out tax
audits that may lead to additional tax adjustments if there is a
disagreement over the interpretation of the regulations.

These audits may become disputes, and in certain countries, be subject
to media coverage that may affect the Group’s reputation.

The Group is located in countries where it exercises a real operational
and commercial activity. If applicable, the Group’s presence in certain
so-called “tax haven” countries is justified for operational reasons and
the development of its activity, and not exclusively for tax purposes.

The Tax Department and the Finance Departments, assisted where
applicable by external advisors, monitor the changes in tax regulations
to ensure that the Group complies with these regulations.

An international tax monitoring system has been set up.

The Tax Charter, which was reviewed in 2018 and published worldwide
in 2019 sets out the principles of the Group’s tax policy.

L'Oréal ensures that the transactions between Group companies are
carried out in compliance with the principle of full competition as
defined by the OECD.

To meet its declarative obligations with respect fo the OECD (country
by country reporting), the Group has installed tools allowing it fo
remotely tfransmit information to the French tox authorities and
exchange with foreign administrations.

The Group has also developed cooperative compliance programmes
with certain tax authorities allowing it to limit tax risks.

Lastly, in an evolving international tax environment, the positions taken
by the Group may be questioned and subject to tax audits by the local
tax authorities. In the event of a dispute or a difference in interpretation
with the tax authorities, L'Oréal may legitimately defend its position by
using the means of recourse available for its defence.

A regular review of tax risks carried out by the Group’s Tax Department
in contact with the local financial feams enables the risks fo be
assessed, resulting, if applicable, to the recognition of a tax provision.
The main tax risks are reported to the General Management and
presented to the Audit Committee.

Other risks/Basic raw materials
Risk identification

The manufacture of cosmetic products depends on the purchase of
raw materials and components infended to be used in the composition
of products or their packaging. A change or an exceptionally sharp
increase in the price of these raw materials (particularly petrochemical-
based materials such as plastic resins or silicone, cardboard, aluminium,
vegetable oils or their by-products) or energy prices on the world
market could have a direct impact on the cost of the cosmetic
products and have a limited impact on the gross margin.

Risk management

In order to anficipate the impact of these fluctuations and as a
preventive measure, L'Oréal negoftiates price indices with its main
suppliers of raw materials and packaging items.

Also in order to offset market volatility, L'Oréal rolls out ongoing efforts in
terms of cost-cutting projects and actions to improve industrial
productivity. Pooled responsibility for purchases has made it possible fo
reinforce these measures.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT

141




142 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT



L’OREAL’S SOCIAL,
ENVIRONMENTAL AND SOCIETAL

RESPONSIBILITY *

4.1
4.1.1

4.2

4.2.1
422

4.3

4.3.1
4.3.2
433
434

4.4

INTRODUCTION

A Group with a longstanding
commitment

Constant dialogue with stakeholders

MAIN NON-FINANCIAL RISKS
Risk identification process

Principal risks for social and
environmental responsibility, Human
Rights and corruption

POLICIES, PERFORMANCE
INDICATORS AND RESULTS

Environmental policy
Human Resources policy
Human rights policy

Policy to prevent corruption

SHARING BEAUTY WITH ALL: 2019
RESULTS

144
145

146

148

148
149

150

150
186
203
212

214

4.5

451
452
453
454
4.5.5

4.6
46.1
462

4.7
4.7.1

4.7.2

METHODOLOGICAL NOTES

Social data

Health and safety data
Environmental data

Human Rights data
Innovating sustainably data

CROSS-REFERENCE TABLES

Table of concordance for reporting
standards in respect of social,
environmental and societal matters

GRI Standards Content Index

STATUTORY AUDITOR'S REPORTS

Report by one of the Statutory Auditors,
appointed as an independent third
party, on the consolidated non-financial
information statement included in the
Group management report
Reasonable assurance report of

the Statutory Auditors on a selection

of consolidated non-financial
information published in the Group
management report

216

216
216
217
218
218

220
220
223

229
229

232

* This information forms an infegral part of the Annual Financial Report as provided in Article L. 451-1-2 of the French Monetary and Financial Code.

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT

143



L’OREAL’S SOCIAL, ENVIRONMENTAL AND SOCIETAL RESPONSIBILITY
Introduction

This chapter reports on the social, environmental and societal policies and progress, including in
the context of the Sharing Beauty With All programme that covers the Group’s Sustainable

Development commitments by the end of 2020.

L'Oréal also presents its progress and achievements in its Sharing Beauty With All Progress Report
and its welbsite www.loreal.com/sharing-beauty-with-all, and through its annual reporting
made to the United Nations Global Compact. L'Oréal participates in 14 of the United Nations’

17 Sustainable Development Goals ™,

4.1. INTRODUCTION

L'Oréal’s strategy is based on Universalisation, which is
globalisation with profound understanding and respect for
differences in order to meet the beauty expectatfions and
needs of women and men around the world, while at the
same time being a societal leader.

L'Oréal’s Ethical Principles - Integrity, Respect, Courage and
Transparency - guide the Group’s development and help
establish its reputation. It is on these principles that its
sustainable development, social and societal responsibility,
compliance and philanthropy policies are based.

Firmly believing that acting ethically is the only way for a
company to succeed in the long term, the Group has created
the Office of the Chief Ethics Officer reporting to the Chairman
and Chief Executive Officer.

At the end of 2013, L'Oréal translated its 2020 Sustainable
Development commitments into the Sharing Beauty With All
programme, which covers the Group’s entire value chain and

Innovating sustainably

By end-2020, 100% of the Group’s
products will have an improved
environmental or social profile.

0 ©

addresses all the impacts of its products, from their design to
their consumption. These commitments aim to decorrelate the
Group’s growth from its consumption of natural resources and
its emissions, and to bring on board consumers, who are
central to its business activities, by offering them products that
are both sustainable and aspirational, thereby encouraging
them to make sustainable consumption choices (see
section 1.2 for further details of the business plan).

To guarantee greater strategic consistency between the
measures the Group tfakes to integrate the sustainable
development dimension across the entire value chain and its
philanthropic work, the Chief Corporate Sustainability Officer
reports directly to the Chairman and Chief Executive Officer®,

This strategic programme, the results of which are regularly
reviewed and challenged by a panel of independent
intfernational experts (Panel of Critical Friends)® is based on
four pillars:

Producing sustainably

By end-2020, the Group commifs fo reducing its
environmental footprint by 60%, while
extending its global presence.

SHARING
< BEAUTY >
WITH ALL

Living sustainably

By end-2020, the Group

wanfs to empower all L'Oréal
consumers to make sustainable
consumption choices.

Developing sustainably

with employees - by end-2020, L'Oréal employees
will have access to healthcare coverage, social
protection and training, wherever they are in the

world;

with suppliers - by end-2020, 100% of the Group’s

strategic suppliers will be participating in our supplier
Y Sustainable Development programme

with communities - by end-2020, through its
actions, the Group will have enabled more than
100,000 people from socially or financially deprived
communities to access work.

(1) L’Oréal’s contribution to the United Nations Sustainable Development Goals is detailed on its website at www.loreal.com/sharing-beauty-with-all.

(2) The Executive Vice President, Chief Corporate Sustainability Officer is a member of the Executive Committee and the Executive Vice President of the L’Oréal Foundation.

(3) L’Oréal has established an external governance body known as the Panel of Critical Friends, which meets regularly with Jean-Paul Agon, the Group’s Chairman and Chief
Executive Officer, to challenge the progress made on the Sharing Beauty With All programme. This panel of international experts is chaired by José Maria Figueres (Former
President of Costa Rica, President of the Carbon War Room, strongly committed to environmental issues) and consists of Lo Sze Ping, CEO of WWF China, Mehjabeen Abidi-
Habib, Pakistani researcher in human ecology, natural resource management specialist, HRH Celenhle Diamini, a South African who is one of the Directors of the Ubuntu
Institute, David Jones, former Havas Worldwide CEQ, founder of One Young World and author of Who Cares Wins, Khalid Alkhudair, CEO and founder of Glowork, an
organisation advocating the emancipation of women in Saudi Arabia through employment and Helio Mattar, Chairman and Director of the Akatu institute, who works in
the field of sustainable development in Brazil. The last meeting of the Panel of Critical Friends was held in March 2018.
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4.1.1. A Group with a longstanding commitment
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4.1.2. Constant dialogue with
stakeholders

L'Oréal is perfectly aware that a company can only grow and
prosper if it cares about its ecosystem, which is made up of
many stakeholders. The Group attaches great importance to
dialogue with all stakeholders.

Within the framework of ongoing dialogue and as part of a
process amed af making confinual progress, L'Oréal
endeavours to tfake into account its stakeholders’
expectations in its strategy. For this purpose, the Group has
defined and developed a method of ad hoc interaction, that
it considers the most efficient and appropriate, with all those
involved.

The dialogue conducted by L'Oréal with its stakeholders has
gained importance over time. In the Sharing Beauty With All
programme, for instance, it has seen three major phases:

First phase: upstream of the definition of the Group’s Sharing
Beauty With All commitments with regard to Sustainable
Development, between 2011 and 2013, L'Oréal engaged in
dialogue with 754 organisations, including an in-person
dialogue with 232 of them, through forums organised by the
Group in eight key countries. In 2012, the Group launched a
“materiality analysis” to establish the priority focuses of its
Sustainable Development strategy. This made it possible o
identify 29 topics for attention shared by the stakeholders with
regard fo the Group. L'Oréal was then able to compare
stakeholder expectations with the definition of its own strategy.

The materiality analysis took place in four phases:
e identification and ranking of stakeholder expectations;

e identification and ranking of Sustainable Development
challenges for L'Oréal;

e establishment of materiality;

e review of the Sustainable Development strategy and
L'Oréal’s indicators.

Thanks to this process, L'Oréal is able to revise the priorities of
its Sustainable Development strategy at regular intervals,
assess the relevance of its indicators and adapt its reporting by
communicating on the most “material” topics, namely those
that are at the heart of the concerns of stakeholders and the
main challenges for the Group.

Second phase: in 2013, the Group set up a dialogue platform
hosted on the loreal.com website making it possible to
continue this dialogue online, offering the possibility for NGOs
and associations to inferact with the Group’s experts.

Third phase: since 2013, L'Oréal has set up special-purpose
panels and consultations with regard to various topics in order
to include the views of NGOs, associations and experts in its
thought process and its projects. In 2016, the Group updated
its Sustainable Development materiality analysis. Each year,
the Group dialogues with its various stakeholders in order to
challenge ifs projects and progress.

The table below highlights some examples among the initiatives taken in 2019.

CURRENT RELATIONSHIP SOME INITIATIVES IN 2019

Employees L’Oréal sets up a large number of dialogue arrangements Nearly 70% of the Group’s employees took part in Ethics Day
with its employees to ensure their health, safety and well- in 2019 and more than 7,000 questions were raised
being at work while listening to their concerns. worldwide. Employees were also asked fo respond to an

ethics survey in 2019.

Suppliers L'Oréal maintains an extensive dialogue with its suppliers  During annual Business Reviews @, L'Oréal discusses five
and shares with them its ambitions and best practices in the  primary issues with its suppliers: quality, CSR, innovation,
area of Sustainable Development. delivery/supply chain and competitiveness. In 2019, 414

Business Reviews took place.

Consumers L'Oréal is heedful of both current and future needs and In 2019, pursuing the work of the Advisory Committee
concerns of ifs consumers, in particular with regard to  established in 2016, L'Oréal continued its policy of actively
Sustainable Development. listening to consumers on Sustainable Development issues

through consumer panels in the United States, India and
Europe with a view to understanding their expectations and
fine-tuning its policies.

Shareholders L'Oréal is committed to developing a relationship of trust e Publication of an interactive and enriched digital Annual
with all its shareholders. To this end, the Financial Report and an Integrated Report;

Communication Department offers a range of multimedia @ Participation in 2019 in the first edition of the Investir Day
tools, organises regular meetings with shareholders and their shareholders fair;
associations, and takes part in market initiatives. e Organisatfion of around ten meetings and site visits with
the shareholders of the Advisory Committee;
e Disfribution of shareholders’ letters and newsletters;
e Presentation of Operations by the Director of Operations,
a member of the Executive Committee, at the Annual
General Meeting in April 2019.
Customers As it does with its suppliers, L'Oréal builds close relationships  In 2019, L'Oréal and Casino Group organised a hackathon
(distributors) with its distributors by involving them in the preparation of to identify long-lasting synergies between the fwo

joint Sustainable Development projects.

companies. Possible collaborations on the permanent
promotion of POS® advertising and the bulk distribution of
cosmetics were discussed and kicked off with project teams
at the end of the event.

(1) Annual review of the supplier's activity, its performance over the past year and objectives for the following year.

(@) Point of sale adversiting.

146 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT



L’OREAL’S SOCIAL, ENVIRONMENTAL AND SOCIETAL RESPONSIBILITY
Introduction

CURRENT RELATIONSHIP SOME INITIATIVES IN 2019

NGOs, associations Once a year, all L'Oréal’s employees are invited to spend a

and not-for-profit

organisations

day on volunteering actions for associations and not-for-
profit organisations, on public utility projects and supporting
the surrounding communities, while continuing tfo receive
their salary.

The Panel of Critical Friends is an external governance body,
which reviews the progress made on the Sharing Beauty
With All programme year on year, by casting a critical eye
over the actions conducted, suggesting improvements and
challenging L'Oréal’s Sustainable Development ambition.
Since 2013, L'Oréal has set up panels and launches
consultations on various topics in order to include the views
of NGOs, associations and not-for-profit organisations in its
reflection process and its projects.

In 2019, at the 10" edition of Citizen Day, more than 27,500
employees participated in the event, fotaling more than
156,200 hours of volunteering, which helped to support 969
associations in 61 countries.

Extra-financial
rating agencies
and investors

Every year, L'Oréal makes every effort to improve the
information made available to its stakeholders, and
regularly discusses CSR topics with extra-financial ratings
agencies and investors.

L'Oréal is in contact with bodies including Vigeo-Eiris, 1SS-
OEKOM and the CDP fto discuss ifs extra-financial
performance and fo identify areas for improvement.

The scientific
community
including
researchers
and academics

Research and Innovation is an integral part of L'Oréal’s
identity that maintains close links with a large number of
public or private research centres all over the world, in the
form of partnerships or collaborations, in areas as varied as
green chemistry, synthetic biology, genomics, skin stem
cells, microfluidics, bioprinting and microbiomes.

e Through the L'Oréal Foundation’s For Women in Science
programme, the Foundation rewards scientists and
awards scholarships fo young female researchers;

e L'Oréal’s teams have established a collaboration with the
Stockholm Resilience Center (the result of a coming-
together of Stockholm University and the Beijer Institute of
Ecological Economics at the Royal Swedish Academy of
Sciences) to put the concept of planetary boundaries
into practice. One of their objectives is o assess how
current sustainability practices deal with environmental
problems, long-term management of ecosystems and
sustainable development;

e The environmental research teams are working with the
University of Nantes to develop innovative methods fo be
able to assess easily the biodegradability of mixtures of
chemical substances by using a system currently
undergoing validation.

The public
authorities

At local, national or international level, L'Oréal maintains
close relationships with the public authorities in particular via
professional associations.

L'Oréal is a member of many associations all over the world,
including: FEBEA (Federation of Beauty Enterprises),
Cosmetics Europe, AIM (European Brands Association), WFA
(World Federation of Advertisers), the US Cosmetics Industry
Association, CAFFCl (China Association of Fragrance
Flavour and Cosmetic Industries), ISTMA (Indian Soap and
Toiletries Mfrs Association), CTPA (Cosmetic, Toiletry &
Perfumery Association), etc.

Students and

young graduates

L'Oréal is recognised as one of the most aftractive
companies for students. The Group has unique know-how in
working on campus, allowing it to play a central role in
meeting the expectations and needs of students around
the world.

e Brandstorm, an infernational student competition, brings
together more than 30,000 students from 65 different
countries;

e |'Oréal awards several scholarships every year to students
from partner schools in order to support the academic
path of students who share the Group’s values of
innovation, entrepreneurship and diversity;

e L'Oréal provides financial support for various academic
chairs, such as the Marketing Chair at the Said Business
School at the Oxford University, the Entrepreneurship
Chair at the HEC business school and the Leadership and
Diversity Chair af the ESSEC business school in France, the
Masters and Chair in Business Law and Ethics atf the
University of Cergy-Pontoise and the Marketing,
Innovation & Creativity Chair at INSEAD;

e L'Oréal is also a long-standing partner of CEMS, an
alliance of more than 30 business schools worldwide,
including Bocconi University, LSE, Stockholm School of
Economics, ESADE, Tsinghua University School of
Economics, etc.
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Efforts that have been recognised and rewarded

In 2019, L’Oréal ranked No. 1 worldwide in the Covalence
EthicalQuote ethical reputation index. This index ranks 6 452
large companies worldwide, reflecting the perceptions of
stakeholders, the media and corporate communications on
their environmental, social and governance issues. L'Oréal
was also named one of the 36 LEAD companies of the
United Nations Global Compact, reserved for the most
advanced companies in terms of responsible business
conduct and those that contribute to the United Nations
Sustainable Development Goals.

As in previous years, L'Oréal was also acclaimed by the
most demanding organisations in this field in 2019, and in
particular:

e CDP, an independent international NGO that assesses
the efforts made by companies to measure, report and
reduce their greenhouse gas emissions, gave L'Oréal a
friple “A”, the top score, for each of the ratings on key
issues: the fight against climafe change, sustainable
water management and the protection of forests. Only

4.2.

L'Oréal presents its strategy in Social, Environmental and
Societal Responsibility™ with a view in order to meet the
requirements of the Non-Financial Information Statement®, This
declaration sets out the Group’s main extra-financial risks and
then describes the policies implemented to address them,
monitored and measured by performance indicators and their
readings. This presentation draws on the Group’s business
model, set out in section 1.2. of this document.

L'Oréal has a long-standing commitment to corporate social
responsibility; section 4.3 also describes policies and actions
implemented beyond response to key risks.

4.2.1. Risk identification process

In application of the Directive of 22 October 2014 on the
disclosure of non-financial information, as fransposed into
French law, the main environmental, social and Human Rights
risks and the fight against corruption® are presented in detail
in this section 4.2 to the extent necessary to understand the
Company’s situation, business development, economic and
financial results, and activity.

The Group’s significant risks, i.e. the risks that could have a
material impact on its business, financial position or outlook,

MAIN NON-FINANCIAL RISKS

six companies in the world obtained this triple *A” score in
2019, and L'Oréal is the only company in the world o
have earned this score in four consecutive years;

e for the eighth consecutive year, extra-financial rating
agency ISS-Oekom gave L'Oréal Prime status, a rating
awarded to fop-performing companies;

e the non-financial ratings agency, MSCI, awarded L'Oréal
an AAA rating;

e |'Oréal was recognised for the tenth time as one of the
World’s Most Ethical Companies by the Ethisphere
Institute.

The Group’s good performance means that it is regularly
included in the indices requiring the highest standards:

e extra-financial rating agency Ethibel’s Sustainability Index
in its Excellence Global and Excellence Europe indices;

e the Euronext-Vigeo Eiris indices which highlight the top
performing companies in the areas of the environment,
corporate social responsibility and governance.

are described in chapter 3 of this document (see section 3.5.
"Risk factors and risk management”) and have been
established in conjunction with Group risk mapping (see
section 3.5.2. "Risk mapping”).

These risks cover all areas of the Group’s activities. Some of
them are specific to non-financial issues; others are broader,
and may stem from environmental or societal causes. These
so-called “CSR” risks were the subject of detailed analysis in
order to select the main risks within the meaning of the Non-
Financial Information Statement, based on the work of the
Group’s experts, in conjunction with the Group’s Risk
Management Department, and consistent with the Group’s
business model. This work also draws on the Sustainable
Development materiality analysis, the Group’s Human Rights
and corruption mapping, also conducted for each country on
corruption, as well as on the risk analysis carried out within the
framework of the Vigilance Plan (see section 3.4. “Vigilance
Plan®).

The risks associated with climate change have been the
subject of a long-term approach - more than 10 years - given
their specific nature.

The main risks have been validated at the highest level of
responsibility of the organisation by the relevant General
Managements.

(1) The acronym “CSR” refers to Corporate Social, environmental and societal Responsibility.

(@ Non-financial statement - Prepared pursuant in particular to Article L. 225-102-1 of the French Commercial Code, resulting from order no. 2017-1180 which transposed
Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014 on the disclosure of non-financial information.

(@) In accordance with the regulations, information on the fight against tax evasion is given in section 3.5.3.2. “Tax regulations” in this document.
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4.2.2. Principal risks for social and environmental responsibility, Human

Rights and corruption

The main risks in respect of social and environmental
responsibility, Human Rights and corruption identified by the
L'Oréal Group, as described in section 4.2.1, are set out below.
Ofther risks, of which the Group is not currently aware or which

For the main environmental risks, the concept of risk covers
both risks related to the impact of the Group’s business
activities on its ecosystem and the risks of the impact of
climate change in the short and medium terms on its business

it does not consider material at the date of this Document,
could have a negative impact.

model, activity and financial performance ©.

Main environmental risks

Industrial risks

As with any production, distribution, research and general administration activity, L'Oréal is exposed to a variety of industrial risks that may impact
the environment and safety: fires, explosions, technical failure of safety system installations, or even human failure in the operation of existing
facilities (such as those dedicated to the treatment of effluents and/or their discharge), or when managing exceptional work. These events can
generate accidental pollufion (surface and underground water, air, soils) that may have consequences inside or outside the sites, which are
sometimes located near an inhabited area.

Physical and transitional risks associated with climate change

The Group is exposed fo risks of natural origin in many countries. Risks of natural origin are those related to the occurrence of extreme weather
events such as cyclones or floods, or those resulting from long-term climate change such as the rise in average temperatures, noticeable change
in precipitation and the reduction of available water. The increase in these risks could impact the availability of finished products by disturbing the
Group'’s operations and/or supply chain. To be sold, the products manufactured by the Group must be available on the market on the dates
scheduled so as to respect customer requests and launch plans, in a cosmetics market where the need for responsiveness is growing constantly. A
major stoppage of activity at a plant or distribution centre could therefore have an adverse effect on the achievement of commercial objectives.
These risks may impact the Group directly on its sites, or indirectly via the sites of suppliers and subcontractors, thereby reducing the availability of
raw materials or packaging necessary to manufacture products. For instance, an exceptionally steep rise in the price of basic raw materials
because of their scarcity, or in the energy costs necessary for their production due to carbon taxes, or even their total unavailability or the resulting
failure of suppliers, could affect the Group’s performance.

Risks related to the use and end of life of products
The use of cosmetics and their disposal after use by consumers and professional customers (mainly hairdressers and beauticians) generate

environmental impacts. So-called “rinsed” formulas (shampoos in particular) require water for their use, and the ingredients used in their
composition can be found after use in domestic wastewater, the treatment of which is dependent on existing sanitation systems in place in the
relevant geographic areas. Insufficient consideration of these impacts related to the usage phase during the design of L'Oréal products could
represent a risk in certain areas of the world affected by water stress or the lack of adapted infrastructures for the collection and treatment of
effluents. Similarly, the use of predominantly plastic containers may represent an environmental risk resulting from the disposal of plastic waste,
depending largely on the collection and treatment channels available.

Risk related to changing stakeholder expectations in terms of environmental and social performance

The Group anficipates that the choices made by certain categories of consumers could be increasingly influenced by the carbon impact of the
products and the total environmental performance of industrial producers. If the Group is unable fo anticipate changes in such behaviours, meet
stakeholders’ expectations, overcome major environmental and social challenges and respond notably with appropriate product innovation, a
significant conftribution in the tfransition tfowards a low carbon economy and the preservation of water and natural resources within its value chain,
the Group’s performance and reputation could be affected.

Risk of regulatory non-compliance

L"Oréal operates through subsidiaries located in many countries. Like any infernational business, L'Oréal is subject to a wide range of constantly
changing local laws and regulations in the areas of safety and the environment, including efforts to combat climate change, and the
preservation of water resources and of biodiversity. This exposes it to the risk of regulatory non-compliance or higher compliance costs for its
activities in a broad context of increasingly stringent standards.

Main social risks

Employee health and safety risk
Given L'Oréal’s activities, particularly its industrial operations, the risks of workplace accidents or occupational illnesses could materialise.

Human Resources management risk
One of the keys to L'Oréal’s success lies in the talent of its staff to ensure its development. This is all the more true as L'Oréal is changing within a

complex, highly competitive and rapidly changing environment (globalisation, digital transformation, sustainable development issues, etc.) that
requires specific expertise. If L'Oréal fails to identify, attract, retain and train competent and engaged employees who behave responsibly, the
development of its activities and its results could be affected.

(1) Pursuant to AMF recommendation no. 2018-12 of 29 October 2018, the 2019 AMF report on the “"Corporate social, societal and environmental responsibility of listed
companies”, and the Guidelines of the European Commission on Climate of 20 June 2019.
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Main Human Rights risks

In 2017, L'Oréal conducted an analysis to identify the risks of non-compliance with the Human Rights and Fundamental Freedoms that have the
greatest exposure to the most serious negative consequences potentially resulting from the Company’s business activities and relationships. The
risks were identified via a broad consultation at the Group’s most directly concerned entities (over 300 employees consulted around the world).
The Human Rights risk assessment is also based on the Verisk Maplecroft indicators @,

The findings of this risk analysis have been included in the Human Rights policy. They cover the following issues:

e consumer health (product quality and safety, promotion of healthy behaviour and in particular the fight against eating disorders) and respect
for privacy (protection of personal data);

e the Human Rights of L'Oréal employees and employees of the Group’s suppliers in their working conditions (absence of child labour, forced
labour, discrimination and sexual or moral harassment, respect for their freedom of association and the right to collective bargaining, their
privacy and their health);

e the Human Rights of communities potentially impacted by the Group’s activities (respect for the environment, right of access to water,
consideration of Human Rights in the choice of raw materials and in particular the right of access of local populations to their land and respect
for their fraditional knowledge under the Nagoya Protocol);

e fhe rights of women insofar as they may face a greater risk of negative Human Rights impact.

Locally, a tool enables Country Managers to assess any local ethical risks (including with regard to Human Rights). Since 2018, 55% of subsidiaries®

have conducted their own self-assessment of ethical risks.

The analysis of supplier and subcontractor risks is carried out by the Purchasing Department.

Main corruption risks

L'Oréal operates in many countries where the risk of corruption can be significant and could lead L'Oréal employees, as well as third parties
acting in its name or on its behalf, directly or indirectly, voluntarily or involuntarily, to adopt practices contrary to the Group'’s ethical principles and
the prevailing regulations. Corruption takes a variety of forms that are not necessarily easy for employees to identify. For instance, the exchange of
giffts or invitations of excessive value could be perceived as corruption.

The assessment of corruption risk is materialised by specific mapping, carried out at Group level and by each country in its local context.

The Group’s activifies involve in particular relations with:

e public authorities, in particular their representatives, either directly or via intfermediaries or professional bodies, fo obtain the authorisations
necessary for the Group’s activities, for instance. The countries in which the Group operates must be given support in the fight against public
corruption;

e the Group’s customers and suppliers;

e journalists, doctors, etc., to whom products can be given so that they can recommend them. Relationships are also maintained with third

parties that, beyond the Group’s products themselves, issue various or general opinions on the Company. Any action potentially deemed as
being intfended to cause the persons in question to breach their obligation of loyalty must be avoided.
Any breach of the Group’s corruption prevention principles may be prejudicial to L'Oréal and its partners. Equally, any failure of a partner may be

detrimental to L'Oréal.

4.3.

The Group’s policies, described in this section, address the
need to prevent the main CSR risks and mitigate their impact.
By contributing fo preventing and controlling the risks fo which
the Group is exposed, these policies are intended fo
contribute to the Group’s sustainable growth in a controlled
environment suited to its business lines. There are however limits
inherent in any system and process. These limits result from a
number of factors, in particular the uncertainties of the outside
world or malfunctions that may occur due to technical or
human failures.

These policies also reflect a proactive approach by the Group
that takes stakeholder expectations into consideration (see
section 4.1.2. “Constant dialogue with stakeholders”).

4.3.1. Environmental policy

L'Oréal, whose strategy is one of Universalisation, sees its
economic performance and ifs environmental and social
performance as being inextricably bound. Long committed to
reducing ifs environmental footfprint, the Group aims to be one
of the best companies in the field by proving that it is possible
to decorrelate growth and environmental and social impact,
and to contribute positively to its ecosystem, throughout the
world.

POLICIES, PERFORMANCE INDICATORS AND RESULTS

In 2013, L'Oréal intensified its environmental ambitions by
launching the Sharing Beauty With All programme based on
four pillars: “Innovating sustainably”, “Producing sustainably”,
"Consuming sustainably” and “Developing sustainably”. In
2015, the Group announced its aim of becoming a Carbon
Balanced company by the end of 2020. In 2016, a programme
was rolled out within Sharing Beauty With All:  Working
sustainably. It brings administrative sites and research centres
into the process of improving L'Oréal’s environmental and
social impacts. In 2017, through its membership of the Science
Based Targets programme, an initiative of the CDP, the United
Nations Global Compact, the World Resources Institute and
NGO WWF, L'Oréal signalled its goal of reducing its global
greenhouse gas emissions by 25% compared to their 2016
levels by the end of 2030 and of going one step further by
putting its environmental policy at the service of a major
collective challenge, namely efforts to combat climate
change. To go further, L'Oréal became a core member of the
Ellen MacArthur Foundation in 2018, with the aim of adopting
refillable, reusable, recyclable and/or compostable plastic for
100% of packaging by 2025. Finally, in 2019, L'Oréal was one of
the first companies to sign the Business Ambition for 1.5°C
pledge of the UN Global Compact, thereby committing to
reach “zero net emissions” by 2050 over its entire value chain,
in accordance with the 1.5°C path of the IPCC®,

(1) Verisk Maplecroft is an internationally renowned risk analysis and strategy consultancy that provides a wide spectrum of risk analyses, including risks related to Human

Rights.
(2) Not including L'Oréal Caribe and L'Oréal entities in France.
@3) Intergovernmental Panel on Climate Change.

150 L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT



Together, these programmes have allowed L'Oréal to
broaden the scope of its action. Beyond its commitment to
preserving the health and safety of its employees and
reducing the impact of its sites on their environment, the
Group has implemented an ambitious policy to reduce its
environmental foofprint by preserving natural resources

L’'OREAL’S SOCIAL, ENVIRONMENTAL AND SOCIETAL RESPONSIBILITY

Policies, performance indicators and results

(energy, water, materials, biodiversity) on all sites operated
and throughout the product life cycle, from the supply of raw
materials to product end of life. L'Oréal is increasingly involving
its suppliers in this process, sharing its ambitions and best
practices, with the vision of a comprehensive and inclusive
environmental policy.

2013 2015 2016 2017 2018 2019 2020

Sharing Beauty With All
Innovating Producing Living Developing

Carbon balanced

Working sustainably

Science based fargets ————————————

Ellen MacArthur Foundation —
New Plastics Economy

Business Ambition for 1.5°C - Net-2er0 — ———————————

2025 2030 2050

L'OREAL 2019 — UNIVERSAL REGISTRATION DOCUMENT 151




L’OREAL’S SOCIAL, ENVIRONMENTAL AND SOCIETAL RESPONSIBILITY
Policies, performance indicators and results

POLICY INDICATORS AND PRINCIPAL RESULTS

An ambitious EHS policy shared by all

a worlwide organisation and a unique reference manual

frainings in EHS policy and practices: 6,964 training actions globally

a worldwide audit programme: 88 EHS audits

a continuous improvement process: 33 ISO 14001 certifications, 26 ISO 50001 certifications, 36
OHSAS 18001/ISO 45001 certifications

a process of systematic intfegration of new sites

Managing risks and controlling the impact
of sites on their environment

an environmental analysis atf least every three years

consideration of biodiversity and soil use in the design or operation of sites

monitoring of surface water: no accidental spills

monitoring of industrial effluents: quality index for effluents after tfreatment: 0.7g of COD/FP
monitoring of air emissions, excluding greenhouse gases: SO,, 0.3t VOC, 173t; ozone-depleting
substances, 1.5t

monitoring of noise pollution

Fighting climate change and preserving
natural resources on the sites operated:
e producing sustainably

e working sustainably

reducing greenhouse gas emissions (Scopes 1 and 2, according to the GHG Protocol): -78% for
industrial sites (vs 2005); -29% for administrative sites and research centres (vs. 2016)

o CO, Scopes 1 and 2 emitted by sites; 51 carbon neutral sites at end 2019

reducing energy consumption: fotal energy consumption of sites: 744,186 MWh for industrial sites
and 187,607 MWh for administrative sites and research centres

increasing renewable energy use: proportion of renewable energy consumed by sites: 69% for
industrial sites;, 55% for administrative sites and research centres

reducing Group emissions from product transport (Scope 3 as per the GHG Profocol): CO,
emitted by transport: -12% (vs. 2011)

preserving water resources: fotal water consumption of sites: -51% for industrial sites (vs. 2005); -
22% for administrative sites and research centres (vs. 2016); 4 “Waterloop Factory” plants
reducing waste and preserving material resources: fofal generation of fransportable waste of
sites; -35% for industrial sites (vs. 2005), -29% for administrative sites and research centres (vs. 2016);
recovery index: 97% for industrial sites; 89% for administrative sites and research centres; material
recovery index: 58% for industrial sites; 51% for administrative sites and research centres

Fighting climate change and preserving
natural resources: within the supply chain

encouraging strategic suppliers to reduce their greenhouse gas emissions: 479 suppliers
participated in the CDP supply chain, representing 85% of the expenditure for direct suppliers
engaging strategic suppliers: 96% of strategic suppliers conducted a self-assessment; 1,562 social
audits carried out in 2019

selecting and evaluating strategic suppliers: 87% of strategic suppliers assessed and selected on
the basis of their social and environmental performance

using the Group’s purchasing power to serve social inclusion: 40% of new or renovated products
that have an improved environmental profile, particularly because of the Solidarity Sourcing
programme

Fighting climate change and preserving
natural resources: throughout the life cycle
of products

e new or updated products with an improved environmental or social profile: 85%
e new or renovated products with an improved environmental profile due to improved packaging:

67%

e 59% by volume of raw materials used by the Group are renewable

new or renovated products with an improved environmental profile due to a new formula
incorporating renewable raw materials that are sustainably sourced or respect the principles of
green chemistry: 59%

“Zero deforestation” commitment: 100% of purchases of palm oil and of palm oil and palm kernel
derivatives have been certified as sustainable according fo the RSPO criteria

new or updated products with an improved environmental profile due to a new formula with a
reduced environmental footprint: 46%

brands that have assessed their environmental and social impact: 89% of the Group’s brands

e brands that have conducted a consumer awareness initiative: 57% of the Group’s brands

Combating climate change: across the
entire value chain

greenhouse gas assessment : an annual exercise: Scopes 1, 2 and 3: 11,762 thousand tonnes
equivalent CO,

e Sciences Based Targets commitment
e UN Global Compact pledge: “Business Ambition for 1.5°C”
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4.3.1.1. An ambitious EHS policy shared
by all

A pioneering, socially responsible company, L'Oréal applies an
ambitious policy with regard to the Environment (E), Health (H)
and Safety (S) in order to minimise its environmental impact
and guarantee the health and safety of employees @,
customers and the communities in which the Group performs
its business activities.

This has been reflected, for a number of years, in the desire to
systematically control the risks related to the safety of people
and the environment that are inherent in the Group’s business

L’'OREAL’S SOCIAL, ENVIRONMENTAL AND SOCIETAL RESPONSIBILITY

Policies, performance indicators and results

activities. Any establishment or renovation of a site, any launch
of new equipment or manufacturing processes, any changes
in industrial processes give rise to a risk assessment and action
plans that make it possible to reduce their potential impacts.

This commitment has led to deployment of the Group’s EHS
policy over the entire spectrum of its business activities, but
also beyond it. Indeed, the Group strives to ensure the
regulaftory compliance of its activities, compliance with its own
standards on ifs sites (industrial or administrative sites, research
centres, stores), and makes sure that its subcontractors and
suppliers ensure the safety of persons and the environment
through a specifically dedicated audit programme.

(1) The Health and Safety policy ad