REPORT OF THE BOARD OF DIRECTORS ON THE DRAFT RESOL UTIONS

ORDINARY PART

Approval of the annual financial statements, allocton of the company’s net income for
2008 and declaration of the dividend
[first, second and third resolutions]

Having reviewed the Reports of the Board of Direstand the Statutory Auditors, the Annual
General Meeting is called on to approve:

- the parent company financial statements, with ditpaod loss account which shows
net income of €1,552.1 million for 2008 comparedthwi€2,822.4 million at
December 3%, 2007,

- the 2008 consolidated financial statements,

the main details of which are set out in the 2008 #al Report, together with the main
information included in the file for calling the Anal General Meeting on April 162008.

The Board of Directors proposes to the Annual Gandieeting a net dividend of €1.44 per
share, representing an increase of 4.35% compatkdhe net dividend for 2007.

The dividend for the 2008 financial year will betalthed from the share on Tuesday
April 21%, 2009 and will be payable in cash as from FridayilA24™, 2009 on positions
established as of the evening of Thursday Aprfl 2809.

Regulated agreements and regulated commitments
[fourth resolution]

No regulated agreement or commitment referred tarticles L.225.38 and L.225-42-1 of the
French Commercial Code was entered into in 2008.

A special report by the Statutory Auditors speaifyithe absence of any new regulated
agreement or commitment for 2008 has been preparedcordance with CNCC standard
No. 5-103 825 and presented to the Annual Geneegtidg requested to decide with regard to
this report pursuant to Article L.225-40 of the ek Commercial Code.
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The performance of agreements and commitments eg@groy the Annual General Meeting
for previous financial years continued:

- treatment of Mr Jean-Paul Agon as equivalent tereos manager for all the elements
linked to his remuneration, particularly with regd@o pension or provident schemes
(Board of Directors’ meeting of April 25 2006 and Annual General Meeting of
April 24", 2007);

- agreement providing for the departure indemnitiest twill be due to the Chief
Executive Officer (Board of Directors’ meeting oélffuary18, 2008 and Annual
General Meeting of April 28, 2008), it being specified that the sum of the
indemnities due pursuant to the employment contract the one hand, and his
corporate office on the other, may not exceed tleximum limit of two years’
remuneration (fixed and variable elements) proviftedoy thearFeEP-MEDEF Code of
Corporate Governance of December 2008.

Renewal of the tenure as director of Mr Werner Baue
[fifth resolution]

The Annual General Meeting is asked to renew thareeas director of Mr Werner Bauer for
a period of three years.

This tenure is shorter than the term of office adrfyears set by the company’s Articles of
Association.

The Board of Directors is thereby complying withe thkFEr-MEDEF Code of Corporate
Governance of December 2008:

“The staggering of the terms of office must be argad in order to avoid renewal
all at once and favour the harmonious renewal efdirectors.”

This possibility to provide for tenures that areér than the term of office of four years
provided for by the Articles of Association is caiwhal on amendment of the provisions of
Article 8 paragraph 2 of the Articles of Associatiof the company provided for by the
fifteenth resolution put to the vote of the AnnGaneral Meeting.

This tenure will then expire at the end of the AainGeneral Meeting to be held in 2012 to
review the financial statements for the previousificial year.

Renewal of the tenure as director of Ms Francgoise &tencourt Meyers
[sixth resolution]

The Annual General Meeting is asked to renew tmurte as director of Ms Francgoise
Bettencourt Meyers for a period of four years.

This tenure will expire at the end of the Annuah@ml Meeting to be held in 2013 to review
the financial statements for the previous finangesr.
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Renewal of the tenure as director of Mr Peter Brabek-Letmathe
[seventh resolution]

The Annual General Meeting is asked to renew thareeas director of Mr Peter Brabeck-
Letmathe for a period of four years.

This tenure will expire at the end of the Annuah@ml Meeting to be held in 2013 to review
the financial statements for the previous finangesr.

Renewal of the tenure as director of Mr Jean-PierréMeyers
[eighth resolution]

The Annual General Meeting is asked to renew timeiree as director of Mr Jean-Pierre
Meyers for a period of three years, on the condifpoecedent of approval of the fifteenth
resolution with regard to amendment of the Artidé#ssociation as mentioned above.

This renewal for a tenure that is shorter thanctimeent term of office of four years set by the
Articles of Association falls within the scope dfet staggering of the directors’ terms of
offices (see above, regarding the renewal of tiva té office of Mr Werner Bauer).

This tenure will then expire at the end of the AainGeneral Meeting to be held in 2012 to
review the financial statements for the previounsificial year.

Renewal of the tenure as director of Mr Louis Schwigzer
[ninth resolution]

The Annual General Meeting is asked to renew tharteas director of Mr Louis Schweitzer
for a period of four years.

This tenure will expire at the end of the Annuah@ml Meeting to be held in 2013 to review
the financial statements for the previous finangesr.

Authorisation for the company to buy back its own kares
[tenth resolution]

During 2008 and up until February "1,62009, the Board of Directors continued with the
implementation of its policy of buying back thenncelling shares: 12.787 million shares
were bought back, for a total amount of €943.4 ionll while 19.568 million shares were

cancelled. As the existing authorisation is duexpire in October 2009, a proposal is made
to the Annual General Meeting that it should griéuet Board a further authorisation enabling
it to continue with its share buyback policy, degieg on the opportunities that may arise,
and except during periods of public offers withaehto the company’s capital.

A detailed report on the transactions carried out a description of the authorisation that is
being put to your vote are included in the chamitrthe Management Report entitled
“Buyback by the Company of its own shares”.

The authorisation would be granted for a period®fmonths at a purchase price per share
that may not be greater than €130. The authorisatmuld concern no more than 10% of the

capital for a maximum amount of €7,8 billion, itihg stipulated that the company may at no

time hold over 10% of its own capital.
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It is specified that this authorisation would taédect on the date on which the Board of
Directors decides on its implementation and wilirimate eighteen months at the latest after
the Annual General Meeting.
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EXTRAORDINARY PART

Delegation of authority to the Board of Directors b increase the share capital eithey
through the issue of ordinary shares with maintenace of preferential subscription
rights, or via the capitalisation of share premiumsreserves, profits or other amounts
[eleventh resolution]

It is proposed that the Annual General Meting stiagive an authorisation to the Board of
Directors to increase the share capital eitherutjnothe issue of ordinary shares with
maintenance of preferential subscription rightsyiar the capitalisation of share premiums,
reserves, profits or other amounts.

The total amount of the capital increases that thag be carried out immediately and/or in
future may not lead to the share capital which entty amounts to €119,689.042, being
increased to over €175,000,000, which correspoods maximum increase of €55,310,958
compared to the current capital, i.e. an increag®@1% of the current capital.

No overallocation option is provided for.

The delegation of authority would be valid for aipé of 26 months, as from the date of the
Annual General Meeting.

Authorisation given to the Board of Directors to gant stock options to purchase and/o
subscribe for shares
[twelfth resolution]

It is proposed that the Annual General Meeting &hgive an authorisation to the Board of
Directors to grant stock options to purchase anslibscribe for shares.

Stock-options bring the interests of their benafieis more closely into line with the interests
of the shareholders themselves by having them gharsame confidence in the strong and
steady growth of the company.

The aim is to give the Board of Directors the metmsvolve, motivate and foster loyalty

particularly among the employees and corporate&fi who, through their abilities and their
commitment, contribute the most to the group’s genfaince. Stock options also form part of
L’Oréal’s strategy of encouraging or attractingetdaed individuals.

The beneficiaries would be employees and certaipatate officers. The total number of
stock options that could be granted within the scop this authorisation may not give
entitlement to subscribe for or purchase a totahlber of shares representing more than 2%
of the share capital at the date of the decisiodenty the Board of Directors.
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The exercise price would be calculated as follows:

* the purchase price for the shares paidhieybeneficiaries will be set by the Board of
Directors, without any discount, on the date wHem dptions are granted; this price may not
be less than either the average of the closing@gfior the twenty trading days before the day
on which the options are granted, or the averagehpse price of the shares held by the
company pursuant to Articles L.225-208 and L.225-@0the French Commercial Code,

* the share subscription price paid by tlemddiciaries will be set by the Board of
Directors, without any discount, on the day thaays are granted; this price may not be less
than the average of the closing prices for the tywaading days before the day on which the
options are granted

In accordance with therer-MEDEF Code of Corporate Governance of December 2008:

- potential grants of stock options will be decidgdlioe Board of Directors on the basis
of proposals by the General Management reviewethéyRemuneration Committee
after evaluation of the performance of the corpoudficers;

- the exercise by the corporate officers of all tbéams will be linked to performance
conditions to be met, which will take into accoypdrtly the rate of growth in
L’Oréal’s sales as compared to the market growtn aad partly the ratio between the
contribution before advertising and promotion exgen(operating profit + advertising
and promotion expenses) and cosmetics sales, alalbove being assessed on the
basis of the average for the last full financiaangeprior to the end of the lock-up
period;

- the number of options granted to the corporateceffi may not represent more than
10% of the total number of options granted by tloard for this 26-month period;

- the corporate officers will be obliged to retaioseatain number of the shares resulting
from the exercise of the stock options in registdoem until the termination of their
duties. This has been set by the Board of Directarsa number of shares
corresponding to 50% of thd&lance of the shares resulting from the exercfsth®
stock options The methods of calculation of this balance aesalibed in the
management report of the Board of Directors;

- the options will be granted, except in special winstances, each year, after
publication of the financial statements for thevowas financial year and outside the
periods specified by Article L.225-177 of the Fren€Commercial Code and by the
Board of Directors;

- acorporate officer may not be granted stock ogtatrthe time of his departure.

The authorisation would be granted for a periodtéohto 26 months as from the date of the
decisions made by the Annual General Meeting.

=

Authorisation given to the Board of Directors to m&e free grants of existing shares o
shares to be issued
[thirteenth resolution]
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It is proposed that the Annual General Meeting &hawthorise the Board of Directors to
make, on one or more occasions, free grants ofilegishares or shares to be issued.

A free grant of shares offers the advantage ofraquiring any payment to be made by
beneficiaries. It is being considered as a replacgrfor, or a means of supplementing, grants
of small numbers of stock options as the attraoggs of such a grant may appear limited.

No free grants of shares will be made either topamte officers or members of the
Management Committee of L'Oréal.

The number of shares that may be granted free afyjehmay not represent over 0.2% of the
share capital on the date of the Board of Diretutgsision.

It is proposed to the Annual General Meeting tlnat free grant of shares to beneficiaries
should become final and binding:

1. either, for all or part of the shares grantedhaténd of a minimum vesting period of four
years, in such case without any minimum retentiemopgl,

2. or, at the end of a minimum vesting period of tweang, it being specified that the
beneficiaries will then be required to retain thebares for a minimum period of two
years after the date of the final grant thereof.

The Board of Directors will have the possibilityy any event, to set a longer vesting or
retention period than these minimum periods, indgdn the event that the minimum
retention period is abolished by the Annual Genktagting, which will make it possible, in
particular, to adapt to the various local constsain

The Board of Directors will determine the identdl/ the beneficiaries of the free grants of
shares and the performance conditions to be methtrdefinitive grant will be assessed
partly on the basis of comparable growth in sal@smared to the cosmetics market growth
rate, and partly on the ratio of operating profitmpared to published cosmetics sales, all
the above being assessed on the basis of the avimathe last full financial years prior to
the date of definitive grant.

If the Annual General Meeting approves this resotytany free grants of shares will be
decided by the Board of Directors, on the basistied proposals made by General
Management reviewed by the Remuneration Committee.

The authorisation requested from the Annual Gerdesdting would be granted for a period
limited to 26 months as from the date of the deaisnhade by the Annual General Meeting.
The expiry date of this authorisation would coircudith the end of the authorisation to grant
stock options to purchase or subscribe for shatdashws also being put to the vote of the
Annual General Meeting.

Corresponding authorisation for the purpose of carging out a capital increase reserved
for employees
[fourteenth resolution]

The delegation of authority to the Board of Direstto increase the share capital, and the
authorisations to grant stock options to subsdiabehares and to make free grants of shares
to be issued, give rise to a corresponding obbgatid submit to the Annual General Meeting
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a draft resolution enabling a potential capitalréase to be carried out reserved for
employees.

In accordance with Article L. 3332-19 of the Frerdbour Code, the issue price may not
exceed the average of the closing prices for trentytrading days before the date of the
decision setting the opening date of the subsonpgperiod. It may also not be more than 20%
lower than this average, unless a blocking pericat teast ten years is provided for in respect
of the shares subscribed, in which case the issoe may not be more than 30% lower than
this average.

The Annual General Meeting is therefore asked tegdd¢e to the Board of Directors, for a
period of 26 months, and within a limit of 1% oftkhare capital, the power to decide to
carry out the said capital increase.

Amendment of Article 8 paragraph 2 of the Articlesof Association with regard to the
length of the terms of office of directors
[fifteenth resolution]

It is proposed that the Annual General Meeting &hdecide to amend Article 8 paragraph 2
of the Articles of Association in order to organtbe harmonious renewal of the terms of
office of the members of the Board of DirectoxsEP-MEDEF Code of Corporate Governance
of December 2008).

If this resolution is adopted, the Board of Direstavill have the power to propose to the
Annual General Meeting the renewal of the termgefbf the directors for a period of four
years, and by way of exception for periods of betwene and three years.

A harmonious renewal of the directors may then laelenevery year for one-fourth of the
members of the Board of Directors, for the ternoffice of four years provided for in the
Articles of Association.

Amendment of Article 15 A 3° of the Articles of Aseciation relating to the distribution
or allocation of profits (preferential dividend)
[sixteenth resolution]

It is proposed that the Annual General Meeting &hdecide to amend article 15A 3° of the
Articles of Association in order to incorporate thaion of a preferential dividend.

This proposal would make it possible for any shaldér who can prove, at the end of a
financial year, that shares have been registerddsimame for at least two years, to benefit
from a preferential dividend on the registered esbaequal to 10% of the dividend per share
voted by the Annual General Meeting (initial dividie+ additional dividend).

The number of shares eligible for these preferediiadends may not exceed, for the same
shareholder, 0.5% of the share capital at the étitegast financial year.

The first preferential dividend, in accordance witench law, may not be allocated prior to

the end of the second financial year followingimtslusion the Articles of Association, that is
the dividend of 2011 paid after the AGM of 2012.

05-01 Rapport du Conseil sur les résolutions 20@8ritif) UK.doc 8/9



Powers for formalities
[seventeenth resolutipn

This resolution is intended to grant the powersessary to carry out all formalities resulting
from the holding of the Annual General Meeting.

05-01 Rapport du Conseil sur les résolutions 2@@4ir(itify UK.doc 9/9



