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2008 IN BRIEF

Financial overview

• Local currency sales increased by 23 percent and Euro sales increased by 20 percent to €1,329.1m (€1,109.4m).

•  Average size of the sales force increased by 22 percent to 2.7m consultants and closing sales force was up 
by 19 percent.

•  Operating profit increased by 21 percent to €187.3m (€155.4m).

•  Oriflame’s board of directors will propose a dividend of €1.25 (€1.25) per share, amounting to €70.4m and 
corresponding to 53 percent of net profit before restructuring costs.  

•  Cash flow from operating activities amounted to €91.3m (€102.2m).

Market entries

1967

Sweden
Denmark

1968

Finland

1969

Norway

1970

UK

1972

Netherlands

1978
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1985

Portugal

1986

Indonesia

1989

Chile

1990

Czecho- 
slovakia

1991

Poland
Hungary
Mexico

1992

Russia
Turkey
Latvia

Key figures
€’000 unless stated otherwise 2008 2007 2006 1)2005 1) 2004

Sales  1,329,097 1,109,385  917,945  765,690  670,692 

Gross margin, %  69.7 70.1  69.1  68.3  69.1 

Operating profit  4)187,340 2) 155,396 127,055  106,746  109,500 

Operating margin, %  4) 14.1 2) 14.0 13.8  13.9  16.3

Net profit  4) 133,088 3) 115,999 93,499  90,482  87,844 

Cash flow from operating activities  91,295 102,181  121,582  63,440  90,454 

Return on capital employed, %  51.8 48.7  43.4  44.7  54.7

Net interest bearing debt  196,283 182,019  193,491  73,492  57,527 

Interest cover  7.0 7.5  8.6  11.2  9.2 

Earnings per share, diluted 2.20 1.63  1.61  1.52  1.50

1)  Excluding gain on disposal and before items such as stock exchange listing and refinancing expenses and restructuring charges.
2)  Before restructuring costs due to the new operational platform of €25.8m.
3)  Before restructuring costs due to the new operational platform of €25.8m and related deferred income tax of €1.8m.
4)  Before restructuring costs due to the new operational platform of €8.7m.
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1993

Ukraine
Slovakia
Greece

1994

Bulgaria

1995

Peru
Lithuania
Romania

1996

Macedonia
Ecuador
Croatia
India

1997

Estonia
Morocco
Egypt
Slovenia
Sri Lanka

1998

Azerbaijan
Colombia
Bosnia

2000

Kazakhstan
Thailand
Georgia

2001

Serbia &
Montenegro

2002

Mongolia

2003

Armenia
Moldova
Vietnam

2005

Belarus

2006

China
Iran

Colour 
Cosmetics 
26% (27)

Sales by product category 2008

Accessories 
9% (9)

Personal 
& Hair Care 
20% (19)

Skin Care 
25% (26)

Fragrances 
20% (18)

CIS & Baltics 
59% (57)

Regional sales 2008

Latin America 5% (5)

Western Europe
& Africa 8% (9)

Asia 6% (6)

Central Europe 
& Mediterranean 
22% (24)

CIS & Baltics 
65% (63)

Regional operating profit 2008

Asia 1% (1)
Western 
Europe &
Africa 5% (7)

Latin America 2% (2)

Central Europe 
& Mediterranean 
27% (27)

CIS & Baltics 
58% (57)

Sales force 2008

Latin America  
    4% (5)

Western Europe
& Africa 6% (6)

Asia 12% (11)

Central Europe 
& Mediterranean 
20% (24)

V́ rlden politisk 1:160 Milj - Van der Grinten projektion

n CIS and Baltics

Sales 767,899 (+25%)
Consultants 1,675,100 (+22%)

n Central Europe 
and Mediterranean

Sales 287,640 (+11%)
Consultants 572,100 (+3%)

n Western Europe and Africa
Sales 103,321 (+4%)
Consultants 167,700 (+14%)

n Latin America

Sales 58,519 (+19%)
Consultants 125,400 (+19%)

n Asia

Sales 82,376 (+32%)
Consultants 391,300 (+39%)
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Make money today and fulfil  

your dreams tomorrow TM

– a sustainable business model 

providing a beautiful future for  

2.9 million sales consultants 

around the world.

STATEMENTS
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STATEMENTS

Statement from the Chairman

The global economic turmoil has become 
a reality for all companies around the 
world. The effects are very severe, espe-
cially in many emerging markets where 
we are operating. 2008 was our best year 
ever, with a solid growth of 20 percent, 
and we are well prepared to take on the 
increasing challenges in our core markets. 
I am confident that we again will demon-
strate our ability to handle economic 
downturns in a satisfactory way. 

The current crisis is to some degree 
similar to the emerging market crises of 
1998, when Russia and several other key 
markets were on the brink of bankruptcy. 
That time we adapted in a fast and suc-
cessful way allowing us to strengthen our 
position in Russia and the CIS region. 
2008 was a year when we continued to 
strengthen our position in CIS and other 
key regions such as Asia and Latin Amer-
ica with significant progress and success 
in high potential markets like Mexico, 
Colombia, China, India and Indonesia. 
We also expanded our presence in Africa 
by entering Kenya.

Oriflame’s strength is built on a dedi-
cated and experienced management team 
combined with a stable and very success-
ful business model. Our direct sales model 
offers people around the globe an oppor-

tunity to make money without risk. The 
Oriflame business opportunity is a way to 
make ends meet in times of job losses and 
decreasing household budgets. The suc-
cess of our sales model was highlighted at 
last year’s World Congress of Direct Sell-
ing, held in Singapore, where we received 
a lifetime achievement award. 

Our strong and varied product range, 
offering high quality at affordable prices 
makes us more resilient to downturns in 
the economy. We also have the advantage 
of a strong household brand identity in 
many markets. An important element for 
building an even stronger brand identity 
in the future is our focus on Corporate 
Social Responsibility, where we strive to 
become a role model among beauty com-
panies selling direct. In 2008, Oriflame 
initiated a thorough life cycle analysis 
to fully understand the environmen-
tal effects of our business. We want our 
brand identity to be characterized by val-
ues like natural, progressive and ethical. 
This means that we must constantly, and 
in everything we do, live up to what these 
words symbolize. 

I am proud to be part of such a com-
pany and I would like, on behalf of the 
board, to thank all the people working 
for Oriflame around the world, for their 

dedication and successes during the year. 
I am also convinced that, together, we will 
continue to build long-term shareholder 
value in all phases of the business cycle.
 
Robert af Jochnick
Chairman

Oriflame well-positioned to handle shifts in the business cycle

”2008 was our best year 
ever, with a solid growth 
of 20 percent, and we are 
well prepared to take on 
the increasing challenges 
in our core markets.”
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Statement from the CEO

In 2008, the number of Oriflame sales 
consultants increased by 19 percent to 
2.9 million. These people may come from 
different cultures and backgrounds – but 
they all share the ambition of wishing to 
change their lives through making money 
today and, perhaps, to fulfil their dreams 
tomorrow. It is the strong appeal of this 
concept that has helped us achieve yet 
another record year in 2008. Our biggest 
challenge and our key to future success 
lies in maintaining the attraction of the 
opportunities we provide for millions of 
people around the world.

Oriflame is about beauty. Beauty pro-
ducts, of course. The dream of becom-
ing beautiful, for sure. But, perhaps even 
more, about providing people around 
the world with opportunities to fulfil the 
beauty of their dreams. For some, selling 
our products means an extra income to 
help make ends meet or provide a silver 
lining to their lives; a way of having fun 
with friends, neighbours and colleagues. 
But for others, it is a way of fundamental-
ly changing their lives. These, mostly very 
ambitious people, quickly build up their 
own networks of sales consultants, they 
become strong and independent leaders, 
they achieve careers and they make mon-
ey that they could hardly have dreamt of. 

Most of them are women – and many 
come from countries or circumstances 
where career opportunities for women 
are few. We make it easy for them to join; 
with no investment or training required, 
with an attractive catalogue that is a pow-
erful tool in selling the products and with 
the opportunity of making money from 
the first day.

The ambition and entrepreneurship of 
the sales consultants is one of the strong-
est driving forces of our company. With 
them, we have doubled the size of the 
company in four years and taken it giant 
leaps towards realizing our vision – to be 
the number one beauty company selling 
direct. In 2008, our fast growing team of 
sales consultants helped Oriflame achieve 
yet another record year, with continued 
strong sales in most markets. With a sales 
growth of 20 percent and an operating 
profit of €187.3m we had the best year 
ever.

The sense of striving towards the same 
goal is a key feature of our corporate 
culture – and an important reason for 
our continued success, even in times of 
global economic recession. In 2007, we 
introduced a new operational platform, 
including co-locating key functions to 
Stockholm. In 2008, we changed a large 

part of our staff as a result of the move 
and it has been a challenging process to 
inspire all these people to share our values. 
But it has been essential – and we have 
already begun to reap the rewards with a 
dynamic and strong team working close 
together. The move to Stockholm was a 
step in our reorganisation, aimed at opti-
mising the use of our resources. 

With a sales force of almost 3 million 
dedicated sales consultants and several 
important steps taken towards optimising 
our operations, I have great confidence 
in the future of Oriflame and of achiev-
ing our long-term goals of a 10 percent 
annual sales growth in local currency and 
a 15 percent operating margin. And again 
– great results are made by great people. 
Thank you all. 

Magnus Brännström
Chief Executive Officer

Beauty in the eyes of 2.9 million beholders
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BUSINESS MODEL

Direct Selling – a business  
model in tune with time

Direct selling is a powerful business model.  The millions of sales consultants all over the world are 
living proofs of the great success for companies selling direct.  With changing consumer behavior 
direct selling is a business model in tune with time. 

The modern life cycle
Yesterday’s life in the western world was 
more linear with fewer and predestined 
life stages: childhood, adulthood, life-
long employment, parenting followed by 
retirement. Modern life is more complex, 
the nuclear family norm is being chal-
lenged and work is becoming about more 
than just making money – people fulfil 
themselves through their careers. Chang-
ing employers, roles or priorities has 
become a way to reinvention. In parallel 
with this trend, people are confronted 
with periods of unemployment over a 
lifetime due to the fast moving global 
labour market. Moreover, people retir-
ing are in better condition than ever and 
have the choice to continue professional 
or voluntary activities. 

Based on these trends, direct selling is 
in tune with time. The key drivers such 
as being your own boss, setting your own 
goals, the low barriers of entry and exit, 
the lack of discrimination regardless of 
one’s sex, ethnics, age, education, physi-
cal condition or financial resources, are 
all in line with a growing population of 
entrepreneurs who is less dependant on 
secure employments, according to Neil H 
Offen, president & CEO of the American 
direct selling association (DSA).  

Prosperity – with less spare time
We tend to spend more time at work, 
as societies are becoming more gender 
equal the amount of working hours per 
household is increasing. With more work 
comes higher income but also less flexi-
bility and spare time. Therefore, demand 
for timesaving services outside the office 
increases according to Fredrik Bergström, 
Phd and former CEO of Handelns 
Utrednings-institut, HUI (Swedish Retail 
Institute). By bringing both daily duties, 
such as paying bills and buying food, into 
the home, as well as extraordinary events 
such as buying clothes and finding the 
perfect summer house, each household 
has become a point of sale. From our 
homes, we search for interesting prod-
ucts, we compare prices and we make 
purchasing decisions with a click. 

The key source for information is no 
longer the shop assistants, but rather 
friends’ advices, Internet forums, blogs, 
fan clubs or general insight about the 
brand, company, industry or producing 
country. This trend is particularly strong 
when it comes to shopping cosmetics, 
according to a recent survey among 3,500 
women in Sweden. 

We see a completely new consumer 
behavior, and the retail industry is forced 
to compete accordingly. In order to survive, 
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they are forced to cut prices or compete in 
other ways, for instance by offering added 
value such as convenience, timesaving or 
customization. 

Direct selling is meeting new market 
conditions in a rather progressive man-
ner, adjusting the shopping experience 
to the consumer regarding timing, place, 
entertainment and personal approach. As 
the competition for consumers’ attention 
and confidence increases, direct selling 
is offering a unique way of gaining loyal 
customers. The main marketing channel 
is the direct seller, whose word of mouth 
is highly credible, based on the personal 
experience confirmed by the wide and 
well-known network of references. 

There are many proofs of the new con-
sumer behavior putting traditional retail 
to the test, for instance the growing mar-
ket for home deliveries, personal shop-
pers and not the least – online-shopping, 
today the most customised, routine and 
predictable way to shop. For instance, 
Swedish e-commerce increased by 15 
percent in 2008, while retail as a whole 
increased by merely 3.3 percent. 

Direct selling – in tune with time
In summary, today’s way of life – with 
its advantages as well as limitations – has 
resulted in a change in consumer behavior 
and an increased demand for timesaving 
services. Therefore, by addressing each 
household as a point of sale, combining 
entertainment and shopping and last but 
not least using reliable connections as 
door openers to new clients, direct selling 
will keep growing, in tune with time.

 Souces:

Why are we hot, Neil H Offen, president & CEO, direct selling association (DSA), USA – from the book “Direct selling, a business opportunity in tune with time”  
(Evert Gummesson and Eva-Karin Ohlsson – Liber).

 Handelns roll och direkthandelns möjligheter (Traditional retail vs the possibilities od direct selling) by Fredrik Bergström, Phd & former CEO of Swedish Handelns  
Utredningsinstitut (HUI) from the book “Direct selling – a business opportunity in tune with time” (Evert Gummesson and Eva-Karin Ohlsson – Liber) Allers förlag 2008.

Retail index and the report “E-commerce manages the crisis“, Handelns utredningsinstitut, HUI (Swedish Retail Institute).

”Direct selling is meeting new market condi-
tions in a rather progressive manner, adjusting 
the shopping experience to the consumer 
regarding timing, place, entertainment and 
personal approach.”



THE BUSINESS MODEL

Make money today and fulfil
your dreams tomorrow TM

Oriflame’s direct sales model is an important key to our success. New consultants are provided 
with the opportunity to make money the same day they join, while starting to build a sales net-
work and striving towards fulfilling their dreams. It is also a powerful marketing method, as cus-
tomers get personal advice from someone they know and trust.

Oriflames´ success is based on a strong 
and consistent company culture, promot-
ing an entrepreneurial spirit and a clear 
set of values. Our mission and passion 
is to fulfil dreams for people around the 
world, a dream often focused on building 
a better quality of life by belonging to the 
Oriflame sales network. 

Our method:  Selling direct
Some people think Oriflame is a cosmetics 
company. That is true – we do sell beauty 
products. In fact, we sell beauty products 
to millions of people all over the world. 
But that is not all we do. We offer people 
a chance to change their life – whether it’s 
entrepreneurial challenges for our con-
sultants, attractive career opportunities 
for our employees or unique shopping 
experiences for our customers – our busi-
ness is about making money and fulfilling 
dreams.

Our direct sales model has proven its 
sustainability and validity for more than 
40 years. It is a successful marketing 
method in emerging, as well as mature, 
markets. Becoming an Oriflame consult-
ant could provide a way of supporting 
the family, while fulfilling a career dream. 
However, it is also a way to achieve a more 
flexible life or make extra money while 
studying, being in between jobs or simply 

to extend one’s social life. For consum-
ers, the driving force is a more flexible, 
relaxed and individual way of shopping, 
receiving personal advice from someone 
they know. However, the main three driv-
ers for joining Oriflame – regardless of 
market – are the products, the financial 
rewards and the social benefits of being 
a consultant, i.e. look great, make money 
and have fun.

Our offer: Look great,  
make money and have fun
Oriflame offers a complete range of 
high quality beauty products marketed 
through a sales force of independent sales 
consultants. Over the years, Oriflame 
has launched thousands of products 
within Skin Care, Colour Cosmetics, 
Fragrances, Personal & Hair Care, Acces-
sories and Wellness. The eternal favourite 
Tender Care Protecting Balm, the best-
seller anti-wrinkle skin care range Ecol-
lagen, the Oriflame Beauty Wonder Lash 
mascara and the Oriflame Beauty Power 
Shine lipstick all have one thing in com-
mon – they convey the Swedish aspects 
of the Oriflame brand, symbolised by 
key attributes as natural, progressive and 
ethical. This is the firm foundation of 
the brand and also the key to continued  
success. Oriflame will therefore continue 
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to build a strong image linked to our 
Swedish origins, skin care heritage and 
natural inspiration.

Our business:  
The world is our arena
Oriflame is a truly global company. We 
have a sales force of 2.9 million independ-
ent consultants in 61 countries and over  
7,000 employees in 65 offices, who man-
age everything from research, manufactur-
ing and supply chain to the distribution 
of catalogues in 35 languages each year. 
The global platform keeps Oriflame close 
to fashion trends and customer preferenc-
es in different markets. The beauty and 
direct selling industry is well-positioned 
for future growth and Oriflame is one of 
the leaders in the industry, growing faster 
than most of our global competitors. 
Globalisation has opened up high poten-
tial markets around the world where our 
business model has a very good fit. 

Our culture: The Oriflame Way
Oriflame’s corporate culture was created 
in the early years of the company and 
formed in conditions of strong com-
petition and financial challenges. Our 
culture is a direct result of the approach 
that proved most stimulating and effec-
tive. It is built on values such as mutual 

trust and respect, entrepreneurial spirit, 
customer focus and quality demands and 
it is reflected in all parts of the organisa-
tion, as well as in our approach to social 
responsibility. Today, Oriflame’s corporate 
culture can be summarised in three key 
words; togetherness, spirit and passion. 
All employees are required to be familiar 
with the company’s values, history and 
driving forces, called The Oriflame Way, 
as these are the keys to Oriflames con-
tinued success. Protecting the corporate 
culture has been one of the greatest and 
most important challenges to the com-
pany during its strong growth. 

Our showroom: The ultimate 
shopping experience
The Oriflame catalogue is how our brands 
and products come to life for our consult-
ants and consumers. Our catalogues are 
literally shops without walls, providing 
our consultants with their most impor-
tant, tangible sales tool. A new catalogue 
is distributed every 3–4 weeks, which 
means between 12 and 18 editions a 
year, depending on local market condi-
tions. Each catalogue includes a display 
of Oriflame’s products, new offers and 
promotions. Great efforts are made into 
differentiating between the catalogues to 
make sure that each offers a new and excit-

ing shopping experience. Each edition is 
published in five regional versions – and 
in 35 languages. Alongside the catalogue, 
Oriflame’s main communication channel 
is, of course, word of mouth. This is sup-
ported by use of the Internet, PR, events, 
leaflets, posters in service centres and, 
for major launches in key markets – TV, 
print and billboards. 

Our direct sales model has 
proven its sustainability and 
validity for more than 40 years. 
It is a successful marketing 
method in emerging, as well as 
mature, markets.
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THE BUSINESS MODEL

A leading business opportunity 

Oriflame provides earning opportunities for millions of people. Although the reasons for joining 
may vary among the many sales consultants in the 61 countries where Oriflame is represented, 
most of them agree that Oriflame offers great products and career opportunities as well as attractive 
financial rewards and social benefits i.e. the possibility to look great, make money and have fun.

Easy to join 
An important key to Oriflame’s success 
lies in the method of selling its prod-
ucts; person to person – friend to friend. 
Oriflame launched its direct sales method in 
1967 – when the company was founded 
– as a vital part of its innovative business 
concept. Becoming an Oriflame consult-
ant is easy and requires no investments or 
long-term commitments. After a modest 
fee has been paid, a starter kit is provided. 
Thus, new consultants can make money 
the same day they join. 

A reliable and flexible  
business partner
Oriflame offers a wide portfolio of Swedish 
natural, innovative beauty products at 
affordable prices – all presented in pow-
erful catalogues, making the difference 
between good and great sales as they 
support the consultants in their sales 
activities. Oriflame offers several ways of 
placing orders, whether it is to visit an 
Oriflame Service Center, to use the Inter-
net or even the telephone is completely 
up to the consultant. Efficient distribu-
tion is vital to ensure product availability 
in all of Oriflame’s markets. It is also the 

key to increased responsiveness from the 
consultants and customers. Moreover, 
training in beauty and business is provided 
through the Oriflame University, most of 
which is free of charge.

An attractive opportunity
An independent Oriflame sales consultant 
has a unique opportunity to learn more 
about cosmetics, as well as the chance to 
earn money. Whether to sell cosmetics on 
a hobby basis to earn extra pocket money, 
or to work part or full time, is entirely 
up to the consultant. A sales consultant 
orders products at a reduced price level, 
consultant price, and sells to customers at 
catalogue price. Consultants who invite 
others to join Oriflame and build a sales 
team, earn additional income on the 
team’s sales.

A whole career or  
a more flexible life
Many consultants join Oriflame in order 
to purchase products at a discount for 
themselves and their family and then 
later discover that there is an interesting 
opportunity to do more with Oriflame. 
From there they can go on selling prod-

ucts to a few friends or colleagues making 
extra money while studying or working. 
And for those who want more, Oriflame 
offers the possibility of a whole career. The 
flexibility of the system means that con-
sultants decide for themselves what they 
want to achieve by joining Oriflame.

THE NEW PLATFORM

Sales consultant compensation is divided 
into three parts based on achieving targeted 
sales volumes of the Oriflame products: 

•  Immediate profit – Sales consultants buy 
products from Oriflame at a discount on 
the catalogue price and earn a 30 percent 
mark up when selling them on to their 
consumers. 

•  Volume discounts – Sales consultants 
can earn an additional 3–21 percent on 
their personal sales and the sales of those 
consultants they have recruited to sell 
Oriflame products. 

•  Cash awards and bonuses – Sales con-
sultants are also rewarded for separate 
achievements related to leadership  
development, training and motivation  
of the people they have recruited.

– easy to join, no risk and unlimited opportunities
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Preparing the Oriflame  
shopping experience

THE BUSINESS MODEL

The Oriflame catalogue is essential for our whole business. The catalogue gives life to our brands 
and products for consultants and customers. They are literally shops without walls, providing our 
consultants with their most important and tangible sales tool. 

Creating a catalogue is about much more 
than filling blank pages with glossy adver-
tisements. A successful catalogue makes 
the difference between good and great 
sales – and it simplifies the sales activities 
of the consultant. Great efforts are made 
to differentiate the catalogues to make 
sure that each offers a new and exciting 
shopping experience. 
 
A unique challenge
A new Oriflame catalogue is distributed 
every 3–4 weeks, which means between 
12 and 18 editions per year, depending 
on local market conditions. Each edition 
is published in five regional versions, in 
61 countries – and in 35 languages. It has 
its own theme and includes a display of 
existing Oriflame products as well as new 
offers and seasonal promotions, altogeth-
er presenting around 500 products.

It is hard to imagine the amount of 
thought, effort, and strategy behind each 
edition. It is an enormous publication 
even by global standards – and the whole 
production process takes place under 
Oriflames’ roof. All creative and strategic 
roles and functions required to create a 
publication of these measures are found 
in-house at Oriflame. Thus, a career at 
Oriflame means a unique possibility to 

be involved in creating one of the world’s 
largest beauty publications. 

Creating a catalogue
The outline of a new catalogue begins over 
one year prior to publication. The region-
al planning teams create a catalogue plan 
which includes ideas for the themes, what 
products will be shown in each catalogue, 
what page they will appear on and what 
the offers will be. The process involves 
a lot of analysis of current and historic 
results together with market trends, but 
also creativity in developing new excit-
ing ideas and promotions. The regional 
plans are communicated and discussed 
with local markets – an important proc-
ess which optimises the combination of 
product and price in every catalogue. The 
completed plan is then formally briefed 
to the regions catalogue creation team. 
There are constant updates and changes 
along the way in response to consumer 
needs and local market conditions so it 
is crucial for both planning and creative 
teams to be flexible and responsive. 

Around six months prior to launch, the 
production process begins. The regional 
catalogue creation teams finish about 75 
percent of the pages in the catalogue. 
These pages are filled with existing prod-

14 | Oriflame Annual Report 2008



Oriflame Annual Report 2008 | 15

ucts and brands that are put in a context, 
all according to the brief from the plan-
ning team, covering theme as well as sea-
sonal offers and discounts. The rest of the 
catalogue, about 20–25 percent is dedi-
cated to product launches. These layouts 
follow a separate process that starts much 
earlier and is linked closely to the new 
product development process. 

The regional creation- and produc-
tion team works on the catalogue for four 
months. During the process they meet 
with the regional planning team every 
third week to review layouts and coordi-
nate further work. The last month is ded-
icated to retouching images, correcting 
colours, linking texts in the database and 
translating the catalogue, preparing the 
catalogue for printing and distribution. 

Several functions are involved in the 
creation and production of a catalogue, 
most of which are found in-house at Ori-
flame, making it a unique environment 
for creative people working in the beauty 
industry. The creative core team consist 
of art directors, layout artists, layout edi-
tors and copywriters. Production involves 
project management, image retouching 
and prepress, print production coordina-
tion, technical layout and text editing. 
The catalogue planners, creative direc-

tors, project managers, creative category 
managers, print production coordinators, 
photography coordinators, model book-
ers, stylists, image retouchers and text 
functions support every step of the crea-
tion and production process. 

The ultimate shopping experience
Every 3–4 weeks a catalogue is distrib-
uted to the Oriflame sales consultants 
with new themes, offers and seasonal pro-
motions, offering each sales consultant 
a new marketing opportunity and each 
customer a new shopping experience at a 
preferred time and place.

By providing the ultimate shopping 
experience to consumers, the Oriflame 
catalogue also supports the ultimate busi-
ness opportunity to its consultants. The 
stronger the consumer offer, the greater 
the potential to sell and grow the busi-
ness. By constantly creating exciting new 
catalogues Oriflame is also providing the 
motivation and confidence to its consult-
ants to actively show the latest catalogue 
to existing and potential new customers.
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THE ORGANISATION

The new company platform

During 2008, we began to see the results 
of the move of the Group Support Office 
to Stockholm the previous year; an exten-
sive project that involved replacing a large 
part of the working force and creating 
a whole new business platform. One of 
Oriflame’s main targets for 2008 was to 
put the new organisation into place. The 
total cost of implementing the platform 
amounted to €34.5 million over two 
years. 

Merging a number of Oriflame’s key 
functions to one office was not only about 
the physical move to a new location. 
Much more important was the amalga-
mation of knowledge, competencies and 
creativity. Our aim was to create a setting 
that would help us to attract, develop and 
retain the diversity of talent that is essen-
tial for reaching our future goals. The 
great part of this work was done in 2007 
and the biggest challenge in 2008 was to 
implement it successfully. 

Corporate culture
Oriflame is a fast growing company, with 
ambitions to constantly add new people 
and new markets to its world. Against that 
background, a strong corporate culture is 
essential for success. Not only should all 
employees know what Oriflame stands 
for, but also that she or he is an ambassa-
dor for the company and should therefore 
act in accordance with Oriflame’s core 
values. Having said this, the greatest and 
most important challenge following the 
move was to preserve Oriflame’s strong 
corporate culture whilst hiring so many 
new people. This has been possible only 
through great efforts by each and every-
one participating in the move. 

Striving to become the number one beauty company selling direct, we need to become the 
number one workplace – in every aspect.  Therefore we offer everyone involved with Oriflame, 
whether they are employees or consultants, a set of ethical values, moral standards and a good 
reputation. It is a crucial part of our business model and social responsibility.

Togetherness – people who work 
together and share the same goals achieve 
greater results. They motivate each other 
and know that pulling together is more 
rewarding than doing it alone. 

Spirit – people with a can-do spirit have a 
winning attitude and never give up. They 
are prepared and committed to do what it 
takes to succeed. 

Passion – passionate people have the 
power to change the world. They love what 
they do, they believe in it. They know deep 
down that they can make a difference.

CORE VALUES



Attract, develop and retain 
Oriflame has approximately 2.9 million 
independent sales consultants in 61 coun-
tries. In addition to this we have over 
7,000 employees located in offices all over 
the world, including Stockholm, Mos-
cow, Warsaw, Santiago and Bangkok. For 
us to retain these people and moreover to 
be able to attract outstanding profession-
als, we must offer motivation and poten-
tial for development. We have therefore 
launched a number of management and 
leadership training programmes. We have 
also implemented a new strategy for com-
pensation and benefits. To find the right 
person for each position, we have adopted 
a performance management and succes-
sion planning system. Our most impor-
tant training programmes are found in 
the Oriflame Academy, implemented in 
2007. This internal three-step develop-
ment programme has been created to sup-
port and strengthen Oriflame’s culture, by 
ensuring that all employees understand 
our core values and operating principles. 
It is also aimed at increasing integration, 
strategic understanding, leadership and 
management skills. 

In summary: 

•  Established a new Group Support 
Office in Stockholm, including: 

 – Marketing 
 – Packaging Development 
 – Supply Chain 
 – Catalogue Development 
 – Sales Support 

•  Relocated Group Finance from Waterloo, 
Belgium to the existing corporate office in 
Fribourg, Switzerland 

•  Relocated the Swedish sales function to the 
new Group Support Office in Stockholm 

•  Relocated Quality Assurance and skin 
research from Dublin to Stockholm 

•  Moved logistics closer to main markets by: 
 –  Moving the Central Logistics from 

Waterloo to Warsaw 
 –  Merging the Nordic Hub in Malmö, 

Sweden, with the existing Group  
Distribution Hub in Warsaw 

 –  Expanding the regional hub in Moscow 
•  Reinforce the Group’s IT and online 

operations in Prague, Czech Republic 

•  And, as a consequence of the above, closing 
the offices in Waterloo and Malmö. 

THE NEW PLATFORM
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THE PRODUCTS

The product overview
CATEGORIES

SKIN CARE

EXAMPLES OF TOP SELLERS IN 2008

COLOUR 
COSMETICS

FRAGRANCES

PERSONAL 
& HAIR CARE

ACCESSORIES
& WELLNESS

Diamond Cellular  
Anti-ageing Cream

Oriflame Beauty 
Silky Kiss Lipstick

Enigma 
Eau de Toilette

Milk & Honey 
Gold

Monocrome  
Bag & Wallet
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SALES CONTRIBUTION DEVELOPMENT IN 2008SALES GROWTH

Skin Care grew by 14 percent in sales and  by 
13 percent in units during the year with the 
successful introduction of innovative anti-ageing 
and anti-cellulite concepts such as Diamond 
Cellular, Perfect Body Ampoules and Lift Expert. 
Heritage brand, Tender Care, continued its 
striking success with double digit growth.

Colour Cosmetics grew by 17 percent in sales 
and 15 percent in units. The overwhelming suc-
cess of  Wonderlash Mascara, with sales up 130 
percent, makes it our number one selling prod-
uct alongside other top sellers like Power Shine 
Lipstick and Color Attraction lipsticks.

Fragrance boosted sales by 30 percent and 
units by 19 percent with the successful launches 
of several new fragrances including Signature, 
Enigma and Glacier Atheltic alongside contin-
ued strong growth of previous years launches.

Personal & Hair Care was the second fastest 
growing category in 2008 by 23 percent in 
sales and 21 percent in units. This strong growth 
was achieved through new concepts in Feminine 
Hygiene and Foot Care. Our Oral Care brand 
Optifresh once again grew by double digits.

The Accessories category also showed again 
double digit growth in 2008 with 15 percent in 
sales and 2 percent in units. Cosmetic Accessory 
remained the biggest sector next to the fast 
growing Fashion, Gifts and Jewellery sectors.
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Products

THE PRODUCTS

Oriflame offers a complete range of high quality beauty products inspired by the purity and power 
of Swedish nature. The key words are natural, progressive and ethical. This is the firm foundation 
of the brand. It is also what distinguishes Oriflame from its competitors, what makes the brand 
unique – and the key to continued success.

An attractive beauty offer
Over the years, Oriflame has launched 
thousands of products within Skin Care, 
Colour Cosmetics, Fragrances, Personal 
& Hair Care, Accessories and Wellness; 
from the eternal favourite, Tender Care 
Protecting Balm, to its new and most 
premium Diamond Cellular Anti-ageing 
Cream, from Visions V Freaking Amaz-
ing Mascara to Oriflame Beauty Silky 
Kiss Lipstick. Oriflame’s products have 
one thing in common – they all convey 
the Oriflame product philosophy.

The formulations are developed using 
cutting edge technology and products are 
manufactured according to the highest 
quality standards. The 2007 relocation of
a number of Oriflame’s key support func-
tions to Stockholm was a strategic step 
and an investment in Oriflame’s brand 
image and unique selling point.

Trends
Solid growth and a continuous move to-
wards more premium products continued  
in 2008. However, considering the current  
recession we will also experience a stronger 
demand for low price concepts in the years 
to come. In parallel we are seeing a rising 
demand in the youth and male segments. 
There is also a continuous increase in the 
market for natural and organic ingredients. 

This follows the growing trend for a more 
holistic stance on beauty, health and 
wellness. More and more cross-industry 
innovations are appearing on the market 
– combining health, beauty and food.

Categories
Skin Care
Diamond Cellular Anti-ageing Cream is 
Oriflame’s new premium product within 
Skin Care. This new anti-ageing cream is 
designed for women who want to achieve 
the best results using just one cream. The 
success of Diamond Cellular Anti-ageing 
Cream can be accredited to a strong prod-
uct concept and solid launch support. 
Nevertheless, the heritage brand Tender 
Care is still Oriflame’s number one leader 
in terms of sales and units. A hand cream 
was added to the brand in 2008 and it will 
be further extended with a fragranced edi-
tion in 2009. The Skin Care category was 
further extended by the newly launched 
Perfect Body Anti-Cellulite Night Action 
Ampoules, a concentrated night treatment 
designed for reducing cellulite. This new 
concept was well received by the markets, 
something which strongly contributed to 
sales of the Perfect Body brand as a whole.
The new skin care range, Lift Expert, was 
launched at the beginning of 2008 and 
has sold well throughout the year.

Demand is growing in areas such as:

• Anti-ageing products 

• Skin whitening products 

• Dermatologically inspired skin care 

•  Body care – especially firming/anti-
cellulite products 

•  Colour cosmetics with skin care benefits 

• Youth and men’s products 

• Wellness

GROWING DEMAND



Oriflame Annual Report 2008 | 21

Colour Cosmetics
The biggest colour brand, Oriflame 
Beauty, combines the Wisdom of Nature 
with the Best of Science. It includes the 
following best-sellers: Wonder Lash Mas-
cara with Carnauba Wax Milk and its 
patented brush which lifts and lengthens 
lashes. The product strongly contributed 
to the 41 percent growth in the mascara 
segment. Meanwhile, Visions V Freaking 
Amazing Mascara continued its success. 
Best-sellers amongst lipsticks included 
Power Shine Lipstick with rose hip seed 
oil & meta-shine technology, and Colour 
Attraction Lipstick with Vitamin E & 
micro spheres. Giordani Gold continued 
its growth boosted by top sellers such as 
Bronzing Pearls, Infinite Mascara and 
new Adaptive Foundation with its inno-
vative Opal pigment technology which 
adapts to skin tone.

Fragrance
The biggest fragrance launch in the CIS 
to date was that of Enigma and in annual 
ranking it is amongst the top 10 products. 
Oriflame also experienced a marked growth 
in male fragrances in 2008 with the suc-
cessful launches of Glacier Athletic, Eclat 
Sport and Oriflame Signature, amongst 
others. Within female fragrances, Radiance 

Lights, Giordani Gold Edt and Giordani 
White Gold Edt, both from Oriflame’s 
more prestigious brand Giordani Gold, 
were the best selling products of the year. 
Another fantastic performance came 
from the Gem Collection which contin-
ued to boost sales in 2008. This collection 
of both scents and bottles was inspired 
by the beauty of various gemstones and 
was voted ‘Fragrance of the year 2008’ at 
the 6th annual International Perfumery 
Awards which took place in October.

Personal and Hair Care
In the Personal and Hair Care category 
seven out of the 20 best sellers were Foot 
Care products. The launch of Advanced 
Foot Care, a premium positioned range 
in the foot care segment, supported the 
positive sales growth. Last year’s launch, 
Nature Bath & Shower Range, boosted 
category sales again with a 64 percent 
growth compared to 2007. Another great 
performer was the Feminelle brand. 
Newly launched Soothing Intimate Wash 
reached sales of 3 million in 5 months. 
Oriflame Hand Care maintained its posi-
tion supported by a successful relaunch 
in addition to the strong performance 
of seasonal products. With the success-
ful launch of Optifresh toothpaste and 

toothbrushes in 2007, Oriflame entered 
the oral care market in which the com-
pany sees great future potential.

Accessories
The Accessories category again showed 
double digit growth. Cosmetic Accessories 
remained the biggest sector offering per-
fect, additional products to the cosmetic 
categories. The performance of Fashion 
and Jewellery reflected the positive results 
of creating a more trendy and fashionable 
image within Oriflame. Furthermore, the 
offer of more attractive Men’s and Gift 
items during present-giving seasons, led 
to sustainable growth in these sectors. 

Wellness
The Wellness category, including vitamin 
packs and nutrition shakes, was launched 
in the Western European and Baltic mar-
kets. The roll-out will continue in the rest 
of the markets during 2009 and 2010.
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The process
Implementing the new operating plat-
form entailed locating Oriflame’s market-
ing, supply and catalogue functions to 
Stockholm, Sweden, and  expanding cen-
tral and regional logistic hubs in Warsaw, 
Poland and Moscow, Russia. 
 It also involved investments in R&D 
capabilities, with a €2.4 million invest-
ment in the product development centre 
in Dublin, Ireland and the establishment 
of a skin research centre in Stockholm, 
where new skin technologies and ingredi-
ents based on Swedish science and nature 
are investigated to further enhance the 
development, and potential patenting, of 
our skincare products. The efforts within 
R&D have resulted in a number of new 
innovative products being launched dur-
ing the year.  

Manufacturing and sourcing
Oriflame’s products are manufactured 
both in-house and by various subcon-
tractors with expertise in specific prod-
uct areas. Oriflame also cooperates with 
a number of specialised subcontractors. 
All sourcing is managed from the Group 
Purchasing function, which controls both 
sourcing from subcontractors and the  

supply from our own manufactur-
ing units. It also focuses on developing 
Oriflame’s supplier base from a strategic 
perspective. The target is to ensure a base 
of flexible, efficient and quality-orientated 
suppliers. Oriflame’s manufacturing units 
are based in Poland, Sweden, India, China 
and Russia. These factories focus prima-
rily on the production of Skin Care, Per-
sonal and Hair Care and lipsticks – areas 
in which Oriflame has sufficient volumes 
to achieve economies of scale. 

Production of lipsticks in Russia com-
menced in the first quarter 2008. In Swe-
den, additional production capacity came 
on line in the third quarter and in Poland 
in the fourth quarter of 2008, adding an 
estimated 20 percent production capacity 
to these facilities in 2009. Furthermore, 
Oriflame initiated bottling and packag-
ing of fragrance products in Ukraine, in 
preparation for full-scale production of a 
part of the Group’s fragrance product line 
in this country. 

Logistics and supply chain
The Product Fulfilment Project, Oriflame’s 
review of its entire supply chain, was initiated 
in 2006 and continued in 2008. The task 
for Oriflame’s supply chain organisation 

In 2008, a new Global Supply 
Strategy was developed and 
launched.  The main focus was on 
establishing the new organisation 
in Stockholm and the logistics 
centre in Warsaw.
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Global Supply strategy 

• Cut lead-times and increase flexibility in the end-to-end supply chain

• Better align supply and sales in the group, sourcing locally where appropriate

• Build capacity to support growth and increase in-house manufacturing

• Make the Oriflame experience easy, reliable and friendly for the consultants

is to increase flexibility, reduce lead-times 
as well as better align supply and sales in 
the Group in order to effectively service 
the strong growth of the company. Ori-
flame is continuously striving to increase 
the capacity of its internal production 
and seeking external sourcing opportuni-
ties closer to its main markets. 

In 2008, a new Global Supply Strategy 
was developed and launched. The main 
focus was on establishing the new organi-
sation in Stockholm and the logistics 
centre in Warsaw. Meanwhile, the CIS 
Supply Centre in Moscow and lipstick 
production in the Russian factory started 
to operate. The new Group Distribu-
tion Centre in Warsaw started servicing 
the Nordic countries at the beginning of 
2008. 

Quality assurance 
Oriflame’s quality assurance team works 
both with inhouse manufacturing opera-
tions and subcontracted suppliers. The 
goal is to achieve consistent adherence to 
the quality, safety and ethical standards 
set up by the company. Oriflame main-
tains a policy of global compliance for all 
its products to ensure conformity with 
the highest market standards. 
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THE MARKET

Increased sales in emerging markets and greater demand for natural products were some of the 
key drivers of the international cosmetics, personal and hair care industry in 2008, resulting in 
continued strong overall growth. 

General Outlook
Continued market growth 
In total, the global market for cosmetics, 
personal and hair care increased by 5 per-
cent in 2008, reaching €230,4 billion. 
 And just like the previous years, many 
of Oriflame’s main markets in Eastern 
Europe, Asia and Latin America were star 
performers. Meanwhile, Oriflame con-
tinues to play different roles in different 
markets.

Russia alone grew by 11.9 percent in 
2008, to a value of €8.6 billion. India and 
Indonesia grew by more than 11.5 per-
cent and Latin America increased by 11.8 
percent. The strong growth is expected to 
slow down in 2009 but then progressively 
increase throughout the years. Overall, the 
global market for cosmetics and toiletries 
is forecasted to grow by an annual average 
of 1.8 percent in the period 2008–2013, 
reaching €252 billion in 2013. Skin care 
is expected to be the fastest growing seg-
ment with a 5.9 percent annual increase 
on average between 2008–2013 in the 
markets where Oriflame is present. More 

%
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than ever understanding consumers’ atti-
tude, concerns and needs is the key to 
ensuring continued growth. The global 
recession has taken hold leading to record 
low levels of consumers’ confidence. 
However cosmetics are usually seen as 
more resistant than other products to an 
economic down turn, as women turn to 
cosmetics for a source of affordable cheer.
In most markets of Central and Eastern 

Europe, Oriflame enjoys a leading posi-
tion, being either the largest or the sec-
ond largest cosmetics company among 
direct sellers. In these, and other emerg-
ing markets, direct selling is well suited, 
and it generally takes longer for cosmetic 
companies selling through retail to get 
a foothold. In most of Oriflame’s major 
markets, key competitors are therefore 
other beauty companies selling direct. 
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Regional Highlights
CIS & Baltics
Local currency sales in 2008 increased 
by 31 percent as a result of 29 per-
cent increase in the average size of the 
sales force and a 1 percent productivity 
improvement compared to last year. Euro 
sales increased by 25 percent to €767.9m 
(€613.1m) and closing sales force was up 
by 22 percent to 1,675,100 consultants. 
All markets performed well, while sales 
growth was particularly strong in Ukraine, 
Mongolia, Armenia and Azerbaijan. Sales 
growth in Russia was 26 percent in local 
currency during the year. 

Operating margins was 19.2 percent 
(19.5 percent) resulting in a 23 percent 
increase in operating profit to €147.5m 
(€119.8m).  

 
Central Europe & Mediterranean
Local currency sales increased by 9 per-
cent as a result of an equivalent produc-
tivity improvement and a constant size 
of the sales force. Euro sales increased by 
11 percent to €287.6m (€258.9m) and 
closing sales force was up by 3 percent to 
572,100 consultants. The strongest sales 
growth was recorded in Poland, Romania, 
Bulgaria and Turkey during the year. 

Operating margins improved to 21.2 
percent (20.2 percent) resulting in a 17 
percent increase in operating profits to 
€60.9m (€52.2m). 

As of 1 January 2009, the region has 
been merged with Western Europe & 
Africa, forming the new region Europe, 
Middle East and Africa (EMEA).

Western Europe & Africa 
Local currency sales increased by 5 per-
cent as a result of a 10 percent increase in 
the size of the sales force, partly offset by 
a 5 percent decrease in productivity. Euro 
sales increased by 4 percent to €103.3m 
(€99.4m) and closing sales force was up 
by 14 percent to 167,700 consultants. 
Strongest sales growth was recorded in 
Spain, Egypt and Morocco during the 
year. 

Operating margins decreased to 10.1 
percent (13.0 percent) resulting in a 19 
percent decrease in operating profits to 
€10.5m (€12.9m). 

As of 1 January 2009, the region has been 
merged with Central Europe & Mediter-
ranean, forming the new region Europe, 
Middle East and Africa (EMEA).

Asia 
Local currency sales increased by 40 per-
cent as a result of a 37 percent increase 
in the size of the sales force and a 2 
percent increase in productivity. Euro 
sales increased by 32 percent to €82.4m 
(€62.4m) and closing sales force was up 
by 39 percent to 391,300 consultants. 
Sales growth was strong in all established 
markets as well as the two new markets 
China and Iran. 

Operating margins improved to 4.0 
percent (3.0 percent) resulting in a 71 
percent increase in operating profits to 
€3.3m (€1.9m). 

Latin America
Local currency sales increased by 26 per-
cent as a result of a 33 percent increase 
in the sales force partly offset by a 6 
percent decrease in productivity. Euro 
sales increased by 19 percent to €58.5m 
(€49.1m) and closing sales force was up 
by 19 percent to 125,400 consultants. 
Strongest sales growth was recorded in 
Colombia and Peru during the year. 

Operating margins improved to 8.8 
percent (9.0 percent) resulting in a 17 
percent increase in operating profits to 
€5.2m (€4.4m). 

V́ rlden politisk 1:160 Milj - Van der Grinten projektion

n CIS and Baltics

Russia F, DC
Azerbaijan 
Ukraine DC
Lithuania 
Kazakhstan 
Latvia 
Belarus 
Estonia 
Mongolia 
Moldova 
Georgia 
Uzbekistan 
Armenia 
Kirgizstan

n Central Europe 
and Mediterranean

Poland F, DC
Hungary 
Czech Republic 
Bulgaria 
Romania 
Croatia 
Greece 
Bosnia & H. 
Slovakia 
Slovenia 
Turkey 
Macedonia 
Serbia & Montenegro

n Western 
Europe and Africa

Portugal 
Egypt
Spain 
Holland DC
Finland 
Norway 
Sweden F
Morocco

n Latin America

Mexico 
Chile 
Colombia 
Ecuador 
Peru

n Asia

Indonesia 
Sri Lanka 
India F
Thailand 
Vietnam 
China F, F
Iran

F = Factory
DC = Distribution Center

Oriflame’s market
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CORPORATE SOCIAL RESPONSIBIL ITY

CSR – a natural part  
of our business model

Oriflames view of Corporate Social Responsibility (CSR) encompasses applying a responsible 
business model, which empowers people and provides them with tools to enrich their lives. It is 
also reflected by the way we try to contribute to the communities where we operate, as well as 
in our efforts to minimise our impact on the environment. In 2008, we took several important 
steps in all these areas.

To Oriflame, CSR means being a good 
and responsible corporate citizen – and 
inspiring others to do the same. This, we 
feel, is particularly important for an inter-
national company like Oriflame, which 
operates in many different countries and 
cultures. From the begining 40 years ago, 
we have been re-inforcing  the fact that 
what distinguishes Oriflame from its 
competitors and makes the brand unique 
is the Swedish aspect of the brand, sym-
bolised by the words natural, progressive 
and ethical.

Acting with responsibility...
A considerable part of the resource base 
used during our production and distribu-
tion originates from trees and plants. In 
2008, Oriflame initiated a thorough life 
cycle analysis to learn more about the 
environmental effects of our products. 
The analysis takes all phases of the life 
cycle into account, from raw material 
production to disposal. The main focus 
is on the carbon footprint of the com-
pany; i.e. the climate impact, but other 
environmental issues are also included in 
the analysis. A picture of the full climate 
impact of our operations is expected in 
the first half 2009.

...when formulating
When formulating new products, Ori-
flame makes a point of striving to use 
natural ingredients that are in line with 
the Oriflame Code of Good Environ-
mental Practice and are not harmful to 
the environment. For example, the main 
cleansing agents used in all Oriflame 
shampoos and shower gels are biodegrad-
able and approved by the Swedish Society 
for Nature Conservation and therefore 
in line with the Good Environmental 
Choice (Bra Miljöval) standard.

We also continuously monitor scientific 
reports on environmental issues to ensure 
that action can be taken to replace suspect 
ingredients or packaging materials. Ori-
flame was one of the first companies to 
utilise plant extracts in skin care products 
and we have always tried to optimise the 
use of ingredients from renewable plant 
sources. Oriflame has strong animal wel-
fare policies and took a firm stance against 
testing cosmetics on animals long before 
it became mandatory and the testing ban 
was included in the EU regulations.

...when manufacturing
In general, cosmetics manufacturing is a 
clean process. However, energy conserva-
tion, waste reduction and other important 
environmental aspects are key consid-
erations in the design and specification of 
Oriflame manufacturing plants and pro-
duction equipment. At present, Oriflame 
operates five cosmetic manufacturing 
plants – in Poland, Sweden, India, China 
and Russia. Environmental data is continu-
ously monitored at these factories in order 
to find opportunities for improvement. 
As regulatory requirements vary in different 
parts of the world, Oriflame has adapted 
its policies to comply with the ever chang-
ing and increasingly demanding environ-
mental legislation at local and interna-
tional levels. Oriflame Products Poland 
(OPP) is the main manufacturing plant, 
producing more than 160 million units 
of skincare and colour products in 2008. 
Oriflame’s Swedish plant (OPS) near Stock-
holm is an integral part of the local com-
munity of Ekerö and works very closely 
with the local authorities to minimise its 
impact on the environment. The OPS 
data below shows that although bulk pro-
duction increased at OPS by 47 percent 
from 2007 to 2008, the increase in energy 
consumption was less than 21 percent.

Being aware of our impact on the environment...
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...and when packaging  
and distributing
Oriflame Cosmetics strives to minimise 
packaging and avoids the use of materials 
that are harmful to the environment. A 
products main packaging material is recy-
clable where facilities exist. Catalogues 
account for a large part of Oriflame’s 
total production. For many years, the vast 

majority of our catalogues have been pro-
duced using paper that is sourced from 
sustainable forests and is bleached using 
environmentally respectful processes. In 
addition, most of the varnishes used are 
water based. Our strategy is to move cata-
logue printing closer to the markets, in 
order to reduce the environmental impact 
from transport. 

During production and transportation, 
Oriflame endeavours to save energy and 
minimise impact on the environment. In 
the past few years, significant energy sav-
ings have been achieved by the relocation 
of distribution hubs as part of the Product 
Fulfilment project, a major re-engineering 
of the Oriflame supply chain. 

 Production Resources Liquid waste

OPP       Energy  Water   

 Year Units (million) Bulk (tonnes) Electrical Energy (MWh) Gas (Nm3) Water (m3) Effluent (m3)

 2006 133.6 13,400 4,671 618,400 94,000 85,000

 2007 161.5 15,000 5,118 593,100 113,000 101,440

 2008 164.8 15,300 5,323 666,200 104,100 93,690

             

OPS            

 2006 39 8,160 6,702 Not used 21,233 14,184

 2007 60 10,876 6,995     Not used 26,097 14,155

 2008 78 16,005 8,493 Not used 37,102 22,193

Oriflame Products Poland (OPP) and Oriflame Products Sweden (OPS) environmental data
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The core of our CSR-policy is about 
responsibility for the people who choose 
to join us, reflected by our business model. 
Becoming a sales consultant for Oriflame 
provides opportunities from the first day 
– but never any risk. In 2008, many people 
all over the world chose to grab these 
opportunities. Apart from contributing 
to the communities in which we operate 
by providing employment and business 
opportunities, we also support charities 
on a local, regional and global level.

Acting according to Oriflame’s 
operational principals
The basic requirement of being a good 
corporate citizen is to make sure that con-
ditions in our own operations fulfil Ori-
flame’s Code of Ethical Practice and other 
associated policies, covering such issues 
as child labour, consumer protection, the 
environment and animal testing. We also 
strive to make sure that our suppliers are 
committed to operating in line with our 
policies and requirements.

Ensuring acceptable work  
conditions for millions of people
In 2008, Oriflame launched an initia-
tive to start internal audits of our acces-
sories suppliers, most of which are found 
in Asia. Previously, audits in the supply 
chain have been carried out by external 
consultants. The goal, at the first stage, is 
to ensure that our suppliers adhere to the 
social aspects of our policies and relevant 
regulations, concerning wages, working 
hours, child labour, etc. 

Contributing to the communities 
where we operate
Oriflame is a grass roots company, which 
means that we are provided with a unique 
insight into the lives, conditions and 
needs of people around the world. Ori-
flame has a long tradition of supporting 
projects aimed at improving living con-
ditions for the underprivileged in the 
countries where we operate. The purpose 
of these initiatives is primarily to defend 
the rights of children. The various charity 
activities Oriflame is involved in include 
funding, product donations and the time 

and energy of employees spent in numer-
ous social causes. One of these is the 
World Childhood Foundation, which 
Oriflame co-founded in 1999 and which 
is under the patronage of HM Queen  
Silvia of Sweden.

CORPORATE SOCIAL RESPONSIBIL ITY

…and being a good corporate citizen

Childhood was founded in 1999, address-
ing the social, emotional and material 
poverty of children around the world.

•  Supports more than 100 programs in  
14 countries

•  Current focus is to protect children from 
being sexually abused and exploited

•  Identifies, reviews and supports existing 
projects and efforts

CHILDHOOD FOUNDATION
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Livslust in Latvia
The Livslust Foundation (Swedish for 
“Joy for life”) is an independent private 
organisation, founded in 1994, running 
a unique vocational school in Latvia 
for boys and girls who run the risk of 
becoming social outcasts. The goal is to 
help these youths to become integrated 
in society. When Oriflame sales consult-
ants from all over the world got together 
in Athens last year for the annual Global 
Gold Conference, two students from 
Livslust were there to provide a helping 
hand. Everything worked out so well that 
two new students will get the opportunity 
to attend the Gold Conference in Rome 
next year. (www.livslust.com)

Education for girls in Egypt
Early marriage and deprivation of edu-
cation are facts of life for many Egyp-
tian girls. Under the surveillance of the 
National Council for Childhood and 
Motherhood, an initiative for the imple-
mentation of the rights of young girls has 
been launched in Egypt, highlighting the 
fact that educating girls is the core of the 
development in any society. The program 

is aimed at decreasing the gender gap in 
primary education enrolment rates, as 
well as improving the quality of educa-
tion and attaining education for all by 
2015. It is also to enable girls in the poor-
est rural areas, where parents often fear 
sending their girls to far away schools, to 
go to school. Oriflame contributes to the 
expansion of Girl-Friendly Schools with 
construction of schools, supply of water, 
electricity and furniture as well as distri-
bution of schools meals to children.

Social protection  
for youths in Russia
MiraMed’s mission is to protect, educate 
and support Russia’s disadvantaged youth 
and children growing up in institutions. 
It also strives to eliminate sexual traffick-
ing of vulnerable young women and girls 
from the CIS countries, while assisting 
in the rescue, return and rehabilitation 
of trafficking victims. MiraMed, which 
was founded in 1991, runs social protec-
tion programs, including humanitarian 
aid, education and training at MiraMed 
Centers for Social Adaptation in Moscow, 
St. Petersburg and Uglich. With new fund-

ing from Oriflame, the goal over three 
years (2007–2009) is to establish and 
test a comprehensive working model of 
HIV/AIDS preventive education for at-
risk populations of teenagers in Moscow 
and a new region Nizhni Novgorod using 
interactive teaching methods. 
(www.miramed.org)

A few examples of projects Oriflame support 
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Key figures

Five-year record
€’000 (unless otherwise stated) 2008 2007 2006 1) 2005 1) 2004

Sales 1,329,097 1,109,385 917,945 765,690 670,692

Gross profit 926,148 777,826 634,662 522,729 463,627

Gross margin, % 69.7 70.1 69.1 68.3 69.1

EBITDA 4) 216,624 2) 182,297 144,619 120,328 120,446

Operating profit 4) 187,340 2) 155,396 127,055 106,746 109,500

Operating margin, % 4) 14.1 2)14.0 13.8 13.9 16.3 

Profit before tax 4) 150,236 2) 131,721 108,328 101,684 99,566

Net profit 4) 133,088 3) 115,999 93,499 90,482 87,844

Cash generated from operations 136,084 137,800 149,591 83,001 117,960

Cash flow from operating activities 91,295 102,181 121,582 63,440 90,454

Average operating capital 300,287 258,107 237,318 201,057 161,561

Return on operating capital, % 62.4 60.2 53.5 53.2 67.8 

Average capital employed 366,054 320,646 293,771 240,032 201,238

Return on capital employed, % 51.8 48.7 43.4 44.7 54.7 

Net interest bearing debt 196,283 182,019 193,491 73,492 57,527

Interest cover 7.0 7.5 8.6 11.2 9.2

Earnings per share, basic, € 2.22 1.65 1.62 1.52 1.51

Earnings per share, diluted, € 2.20 1.63 1.61 1.52 1.50

Average number of employees 7,174 6,438 5,610 4,961 4,527

1) Excluding gain on disposal and before items such as stock exchange listing and refinancing expenses and restructuring charges
2) Before restructuring costs due to the new operational platform of €25.8m
3) Before restructuring costs due to the new operational platform of €25.8m and related deferred income tax of €1.8m
4) Before restructuring costs due to the new operational platform of €8.7m

Definitions
EBITDA
Operating profit before financial items, 
income/loss from associates, taxes,  
depreciation and amortisation and share 
incentive plan.

Cash generated from operations
Operating cash flow before interest and 
bank charges paid and before income 
taxes paid.

Cash flow from operating activities
Operating cash flow after interest and bank 
charges paid and after income taxes paid.

Operating capital
Total assets less cash and cash equiva-
lents and non interest bearing liabilities, 
including deferred tax liabilities.

Return on operating capital
Operating profit divided by average 
operating capital.

Capital employed
Total assets less non interest bear-
ing liabilities, including deferred tax 
liabilities.

Return on capital employed
Operating profit plus interest income 
divided by average capital employed.

Net interest bearing debt
Interest-bearing debt minus cash and 
cash equivalents.

Interest cover
Operating profit plus interest income 
divided by interest expenses and charges.
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Quarterly figures
 2006 2007 2008

Sales, €million Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

CIS & Baltics 132.0  109.6  95.7  159.1 152.8 144.9 119.0 196.4 191.4  171.5  163.2  241.8

Central Europe & Med. 55.4  55.8  46.3  66.4  59.4 64.1 55.7 79.6 69.1  70.5  68.6  79.4

Western Europe & Africa 22.1  23.3  19.6  25.4  24.2 25.5 20.8 28.9 23.8  26.7  23.5  29.3

Latin America 9.2  10.2  10.1  10.5 10.3 12.4 12.4 14.0 13.1  14.9  15.4  15.2

Asia 9.1  10.4  11.7  12.4 15.2 16.0 15.2 16.1 18.6  19.4  20.9  23.4

Other 6.2 6.5 5.4 5.7 6.6 6.7 6.5 6.6 8.2 7.9 8.0 5.3

Oriflame 234.0  215.8  188.8  279.5 268.5 269.6 229.6 341.6 324.2 310.9 299.6 394.4

           

Operating profit, €million Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

CIS & Baltics 28.1  23.8  12.3  34.9 31.3 28.1 16.7 43.6 41.4  32.1  20.3  53.7

Central Europe & Med. 11.3  11.8  7.9  14.4  11.2 12.7 10.2 18.1 15.2  14.8  14.0  16.9

Western Europe & Africa 2.6  3.5  1.9  3.2  2.3 4.0 1.7 4.9 1.6  3.6  1.0  4.4

Latin America 0.8  1.6  1.3  0.7 0.7 1.4 1.3 1.0 1.2  2.0  1.3  0.6

Asia (0.2) (0.1) 0.2  0.2 1.1 0.9 0.2 (0.2) 1.2  0.8  (0.1) 1.2

Other (3.6) (9.4) (9.8) (10.4) (5.3) (9.5) (10.4) (10.7) (10.4) (11.5) (7.3) (10.8)

Oriflame 39.0  31.2  13.8  43.0 41.3 37.6 19.7 56.7 50.2 41.8 29.2 66.0

           

Average sales force, ’000 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

CIS & Baltics 923.8 918.9 876.6 994.2 1,135.0 1,215.7 1,145.8 1,264.9 1,509.9  1,589.7  1,482.8  1,597.1

Central Europe & Med. 531.6 531.6 488.5 495.8 520.6 549.4 515.7 525.7 535.2  526.2 506.5  538.1

Western Europe & Africa 120.6 126.0 126.1 127.6 139.4 148.0 143.1 137.1 149.2  159.7  156.5  159.5

Latin America 63.1 66.9 71.8 74.7 73.8 84.2 92.5 100.1 106.4  113.3  119.6  127.1

Asia 135.5 160.9 176.4 203.9 224.0 245.6 253.9 271.0 309.9  338.3  353.8  362.5

Oriflame 1,774.6 1,804.3 1,739.4 1,896.2 2,092.8 2,242.9 2,151.0 2,298.8 2,610.6 2,727.2 2,619.2 2,784.3

A number of factors impact sales and margins between quarters:
• The effectiveness of individual catalogues and product introductions
• Effectiveness of recruitment programmes
• Timing of sales and marketing activities
• The number of effective sales days per quarter
• Currency effect on sales and results
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The Oriflame share

Oriflame Cosmetics top 10 shareholders as at 31 December 2008
  Shares Capital and votes, %

Stichting af Jochnick Foundation   6,016,001  10.7

Omnibus Custodian*    5,525,241  9.8

Jonas af Jochnick and family   5,057,217  9.0

Robert af Jochnick and family   3,973,851  7.1

JP Morgan Chase Bank Custodian*   3,267,385  5.8

Andra AP-Fonden   1,827,954  3.2

AMF Pension   1,800,000  3.2

Fjarde AP-Fonden   1,685,450  3.0

Oppenheimer   857,668  1.5

Forsta AP-Fonden   781,556  1.4

Total   30,792,323  55

Source:  VPC and share register
* Oriflame may be unaware as to the identity of the beneficial owners of the shares as they may be held through nominees.

Oriflame Cosmetics was introduced on the Nasdaq OMX Nordic Exchange on 24 March 2004 through an initial public offering of 
Swedish – Depositary Receipts (SDRs). On 31 December 2008, the number of shareholders and SDR holders was 6,723. Each SDR 
represents one share. The last price paid on 30 December 2008 was SEK 225.5 giving Oriflame a total market capitalisation of SEK 
12.7 billion. During 2008 an average of 336,000 shares were traded per day on the Nasdaq OMX Nordic Exchange. 

The share                                     OMX Stockholm PI               
SX30 Consumer Staples PI              Turnover of number of shares per 1,000 (including after market trades)   SEK
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Ownership structure on 31 December 2008
   Number of  Number 
 Shareholding   shareholders % of shares %

 1– 1,000 5,786  86.1  1,054,671  1.9

 1,001– 10,000 640  9.5  2,122,507  3.8

 10,001– 50,000  177  2.6  4,332,933  7.7

 50,001– 500,000  106  1.6  18,868,857  33.5

 500,001– 1,000,000  4  0.1  3,100,797  5.5

 1,000,001– upwards  10  0.1  26,813,550  47.6

Total   6,723 100.0  56,293,315 100.0

Source:  VPC and share register

Dividend policy and dividend proposal
The Board of Directors has adopted a dividend policy to the effect that, absent changes in the Company’s operations or capital struc-
ture, Oriflame intends to distribute, over the long term, at least 50 percent of the Company’s annual profit after tax as dividends. 
For 2008, the Board of Directors proposes to the Annual General Meeting a distribution of €1.25 (€1.25) per share. The last day of 
trading including right to dividend is 19 May 2009 and payment of cash dividend will occur through VPC on 28 May 2009.

History of share capital
The table below presents the changes in the Company’s share capital since 2004. Documents pertaining to the changes in Oriflame’s 
share capital prior to and during this period may be consulted at the Luxembourg Register of Commerce and Companies:
   Change in  Total share
  Change in share capital Total number capital
Year Transaction numbers of shares €’000 of shares €’000

2004 (1) New issue 30,000 37 53,808,313 67,260

2004 (2) New issue 2,433,116 3,041 56,241,429 70,302

2004 (3) New issue 3,100,000 3,875 59,341,429 74,177

2005 (4) New issue 141,761 177 59,483,190 74,354

2006 (5) Cancellation of redeemed shares (3,813,304) (4,766) 55,669,886 69,588

2007 (6) New issue 71,828 90 55,741,714 69,678

2008 (7) New issue 551,601 689 56,293,315 70,367

(1)  Issued pursuant to the exercise of employee share option plans. Of the 30,000 shares, 13,000 were issued at a price of €1.92, 11,000 were issued at a price of 
€1.55 and 6,000 were issued at a price of €0.68.

(2)  Issued pursuant to the exercise of achievement and other options in connection with the offering on the Stockholm Stock Exchange. Of the 2,433,116 shares, 
2,094,736 shares were issued at a price of €0.68, 9,750 shares were issued at €1.19, 64,320 shares were issued at €1.55, 64,090 shares were issued at €1.92, 
100,000 shares were issued at €2.00, 3,000 shares were issued at €2.65, 34,220 shares were issued at €3.38, 23,000 shares were issued at €4.11 and 40,000 
shares were issued at €11.23.

(3) Reflecting the new issue of 3,100,000 shares at the offering price of SEK 190 per SDR.
(4) Reflecting the new issue of shares in the share incentive programme for management.
(5) On 30 October 2006 the Company cancelled 3,813,304 shares, which were redeemed during the summer of 2006.
(6) Reflecting the new issue of shares in the share incentive programme for management.
(7) New issue of shares relating to the 2008 share incentive program and vesting of the 2005 share incentive plan.
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Management report

Sales and results
Sales increased by 23 percent in local currencies and 20 percent 
in euros. Sales growth in local currencies was driven by a 22 
percent increase in the average size of the sales force (22 percent 
in 2007) and a productivity increase of 1 percent (2 percent in 
2007). Unit sales increased by 15 percent. 

The increase in sales was due to a strong development in all 
regions. Local currency sales in Asia increased by 40 percent 
(32 percent in euros), CIS & Baltics 31 percent (25 percent in 
euros), Latin America 26 percent (19 percent in euros), Central 
Europe & Mediterranean 9 percent (11 percent in euros) and 
Western Europe & Africa 5 percent (4 percent in euros).

Gross margins decreased to 69.7 percent (70.1 percent) mainly 
due to negative currency effects. The operating margin before 
restructuring costs amounted to 14.1 percent (14.0 percent) result-
ing in an operating profit of €187.3m (€155.4m). Oriflame 
had restructuring charges related to the new operational plat-
form of €8.7m (€25.8m) in 2008. Net profit after restructuring 
increased by 35 percent to €124.4m (€92.0m) and diluted earn-
ings per share after restructuring amounted to €2.20 (€1.63).

Cash flow and capital expenditure
Cash flow from operating activities amounted to €91.3m 
(€102.2m) for the year. Operating cash flow was as a result of 
€50.3m in higher working capital requirements in 2008 com-
pared to 2007. The increase in working capital was partly due 
to a €69.0m build-up of inventories in 2008 compared to a 
€46.1m inventory build-up in 2007. Cash flow used in invest-
ing activities during 2008 amounted to €–34.4m (€–36.8m).

Financial position and dividends
Net interest-bearing debt amounted to €196.3m at year-end 
compared to €182.0m at year end 2007. Net debt / EBITDA 
amounted to 0.91 (1.00) and interest cover amounted to 7.0 (7.5).

Oriflame’s Board of Directors will propose to the AGM a divi-
dend of €1.25 (€1.25) per share, or 53 percent of net profit before 
restructuring costs. The total amount corresponds to €70.4m. 
The dividend will be paid after the AGM on 19 May 2009.

Human resources
During 2008 the average number of employees increased by 
11.4 percent to 7,174 (6,438).

Board of Directors and management
The Board of Directors consists of 8 non-executive directors and the 
CEO. Directors are elected at the annual general meeting and, 
unless re-elected, remain in office for a term of one year. If a vacancy 
arises during the course of the financial year, the Board of Direc-
tors is entitled to elect a replacing director to fill the vacancy for 
the period until the next annual general meeting of the Company. 

The Board of Directors met 9 times during the year under review. 
The topics covered at meetings include the financial outlook of the 
Company, a review of current investments and approval of future 
investments, risk scenarios and the long-term plans of the Group. 

For more information about the Board of Directors and manage-
ment, see section Corporate Governance.

Events after the close of the period
On 20 February 2009, Oriflame agreed a €130m three-year 
Term Loan and Revolving Credit Facility with its core banks, 
with which Oriflame will increase its co-operation. The facility 
will be used to support further growth and provides financing 
in addition to the existing €375m credit facility, which is to be 
re-negotiated by April 2011.

Outlook
In connection to the publication of the full year report on 11 Feb-
ruary 2009, Oriflame announced a new outlook for 2009. Sales 
growth is expected to be above 10 percent in local currency and the 
operating margin is expected to be around 11 percent at the 
prevailing exchange rates at the day of announcement. The long-term 
financial targets are to achieve local currency sales growth of around 
10 percent per annum and to reach 15 percent operating margin. 

Activities in the field of research & development
In 2008, Oriflame increased its R&D expenses by 20 percent 
to €11.5m compared to €9.6m in 2007. During 2008, Oriflame 
established a skin research centre in Stockholm where new skin 
technologies and ingredients, based on Swedish science and 
nature, are investigated to further enhance the development, and 
potential patenting, of our skin care products. 

Shares
The accounting par value per Oriflame share is €1.25. During 
2008, Oriflame acquired 2,526 of own shares. 
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The financial statements are prepared in accordance with IFRS 
and give a true and fair view of the consolidated financial posi-
tion of Oriflame and of its financial performance. The manage-
ment report includes a fair review of the development and per-

formance of the business and the position of the entity and the 
undertakings included in the consolidation taken as a whole, 
together with a description of the principal risks and uncertain-
ties that the group faces.

Statement from  
the Board of Directors

 Robert af Jochnick
 Chairman of the Board

 Lennart Björk  Marie Ehrling  Lilian Fossum Alexander af Jochnick 

 Jonas af Jochnick Helle Kruse Nielsen  Christian Salomon Magnus Brännström
    CEO 
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Consolidated 
income statements
Year ended 31 December

€’000 Note 2008 2007

Sales 3 1,329,097 1,109,385

Cost of sales  (402,949) (331,559)

Gross profit  926,148 777,826

  

Selling and marketing expenses  (509,664) (418,075)

Administrative expenses 4 (229,144) (204,355)

Operating profit before restructuring   3 187,340 155,396

Restructuring  22 (8,700)    (25,813)

  

Operating profit after restructuring   178,640 129,583

Financial income   5 8,717 1,933

Financial expenses   5  (45,821) (25,608)

Net financing costs  (37,104) (23,675)

Net profit before tax  141,536 105,908

Current tax  6 (17,709) (16,488)

Deferred tax   6 ,11 561 2,558

Total income tax expense 6 (17,148) (13,930)

Net profit   124,388 91,978

  

Earnings per share, € 7  

Basic  2.22 1.65

Diluted  2.20 1.63

The attached notes on pages 40 to 59 form an integral part of the consolidated financial statements.
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Consolidated 
balance sheets
At 31 December

€’000 Note 2008 2007

Assets  

Intangible assets 8 12,678 12,893

Property, plant and equipment  9 136,969 138,374

Investment property   10 1,742 2,254

Deferred tax assets  11 14,124 15,040

Other long term receivables   3,267 6,027

Total non-current assets  168,780 174,588

  

Inventories  12 237,982 186,085

Trade and other receivables  13 104,961 92,295

Cash and cash equivalents    14 68,455 63,080

Total current assets  411,398 341,460

Total assets  580,178 516,048

  

Equity  

Share capital  15 70,367 69,678

Reserves  16 (55,587) (25,584)

Retained earnings    114,132 48,727

Total capital and reserves  128,912 92,821

  

Liabilities  

Interest-bearing loans  17 238,428 223,293

Other long term non interest-bearing liabilities  360 322

Deferred income  539 –

Deferred tax liabilities  11 4,538 5,305

Total non-current liabilities  243,865 228,920

  

Current portion of interest-bearing loans  17 26,310 21,806

Taxes payable  10,657 9,892

Trade and other payables  18 155,487 133,902

Provisions 22 14,947 28,707

Total current liabilities  207,401 194,307

Total equity and liabilities  580,178 516,048

The attached notes on pages 40 to 59 form an integral part of the consolidated financial statements.
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Consolidated statements of 
changes in shareholders’ equity
At 31 December

 Share Treasury Share Legal  Special Translation Hedging Other Total Retained Total
 capital Shares premium reserve reserve reserve reserve reserves reserves earnings Equity
€’000 (Note 15) (Note 15) (Note 15)      (Note 16)  

At 31 December 2006 69,588 – – 7,364 5,313 (51,358) 648 3,352 (34,681) 12,975 47,882

Translation loss for the period – – – – – (2,757) – – (2,757) – (2,757)

Cash flow hedging reserve – – – – – – 783 – 783 – 783

Total income and expenses 

   recognised directly in equity – – – – – (2,757) 783 – (1,974) – (1,974)

Net profit – – – – – – – – – 91,978 91,978

Total recognised 

   income and expense – – – – – (2,757) 783 – (1,974) 91,978 90,004

Issuance of new shares 90 – 2,652 – – – – – 2,652 – 2,742

Movement in legal reserve – – – (1) – – – – (1) 1 –

Share incentive plan – – – – – – – 8,420 8,420 – 8,420

Dividends – – – – – – – – – (56,227) (56,227)

At 31 December 2007 69,678 – 2,652 7,363 5,313 (54,115) 1,431 11,772 (25,584) 48,727 92,821

           

Translation loss for the period – – – – – (26,181) – – (26,181) – (26,181)

Cash flow hedging reserve – – – – – – (3,360) – (3,360) – (3,360)

Total income and expenses

   recognised directly in equity – – – – – (26,181) (3,360) – (29,541) – (29,541)

Net profit – – – – – – – – – 124,388 124,388

Total recognised 

   income and expense – – – – – (26,181) (3,360) – (29,541) 124,388 94,847

Issuance of new shares 689 – 2,744 – – – – – 2,744 – 3,433

Acquisition of own shares – (87) – – – – – – (87) – (87)

Share incentive plan – – – – – – – 2,194 2,194 5,381 7,575

Dividends – – – – (5,313) – – – (5,313) (64,364) (69,677)

At 31 December 2008 70,367 (87) 5,396 7,363 – (80,296) (1,929) 13,966 (55,587) 114,132 128,912

The attached notes on pages 40 to 59 form an integral part of the consolidated financial statements.
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Consolidated 
cash flow statements
Year ended 31 December

€’000 Note 2008 2007

Operating activities  

Operating profit  178,640 129,583

Adjustments for :  

   Depreciation and amortisation  21,709 18,481

   Share incentive plan  7,575 8,420

   Foreign exchange loss       (5,011) (2,354)

   Gain on disposal of property, plant and equipment  (205) (48)

Operating profit before changes in working capital  202,708 154,082

Increase in trade and other receivables  (17,369) (11,394)

Increase in inventory  (68,977) (46,074)

Increase in trade and other payables  19,722 41,186

Cash generated from operations  136,084 137,800

Interest and bank charges paid  (27,703) (20,155)

Income taxes paid  (17,086) (15,464)

Cash flow from operating activities  91,295 102,181

  

Investing activities  

Proceeds on sale of property, plant and equipment and intangible assets  3,329 407

Interest received  1,330 903

Purchase of property, plant and equipment and investment property  (35,984) (34,467)

Purchase of intangible assets  (2,997) (3,605)

Cash flow used in investing activities  (34,322) (36,762)

  

Financing activities  

Funds received / (paid) from refinancing and movement in loans  19,773 (10,588)

Proceeds from issuance of new shares  3,433 2,742

Acquisition of own shares  (87) –

Dividends  (69,639) (56,197)

Cash flow used in financing activities  (46,520) (64,043)

  

Increase in cash and cash equivalents  10,453 1,376

Cash and cash equivalents at 1 January  62,828 61,767

Effect of exchange rate fluctuations on cash held  (4,971) (315)

Cash and cash equivalents at the end of the year          14 68,310 62,828

The attached notes on pages 40 to 59 form an integral part of the consolidated financial statements.
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Notes to the consolidated
financial statements
Note 1 • Status and principal activity

Oriflame Cosmetics S.A. (“OCSA” or the “Company”) is a hold-
ing company incorporated in Luxembourg and registered at 20 Rue 
Philippe II, 2340 Luxembourg. The principal activity of the Company’s 
subsidiaries is the direct sale of cosmetics. The consolidated financial 
statements of the Company as of and for the year ended 31 December 
2008 comprise the Company and its subsidiaries (together referred to 
as the “Group”). The financial statements were authorised for issue by 
the Directors on 14 April 2009.

Note 2 • Summary of significant accounting policies

The consolidated financial statements of Oriflame Cosmetics S.A. have 
been prepared by management in accordance with International Finan-
cial Reporting Standards (IFRS) as adopted by the European Union 
and the interpretations issued by the International Financial Report-
ing Interpretations Committee (“IFRIC”). The accounting policies set 
out below have been applied consistently to all periods presented in 
these consolidated financial statements. Certain comparative amounts 
have been reclassified to conform with the current year presentation.
The Company prepared statutory financial statements in accordance 
with Luxembourg law which are published on the www.oriflame.com 
website.

(a) Basis of preparation
The financial statements are presented in euro, rounded to the nearest 
thousand. They are prepared on a historic cost basis, except for financial 
instruments that are stated at fair value. 

The preparation of financial statements in conformity with IFRS 
requires management to make judgements, estimates and assump-
tions that affect the application of policies and reported amounts of 
assets and liabilities, income and expenses. The estimates and associated 
assumptions are based on historical experience and various other fac-
tors that are believed to be reasonable under the circumstances, the 
results of which form the basis of making the judgements about car-
rying values of assets and liabilities that are not readily apparent from 
other sources. Actual results may differ from these estimates.

In particular, information about significant areas of estimation uncer-
tainty and critical judgments in applying accounting policies that have 
the most significant effect on the amounts recognised in the financial 
statements is included in the following notes: 
Note 6 and 11 – utilisation of tax losses
Note 19 – measurement of share-based payments
Note 22 – provisions and contingencies
Note 24 – valuation of financial instruments.

The estimates and underlying assumptions are reviewed on an ongo-
ing basis. Revisions to accounting estimates are recognized in the period 
in which the estimate is revised if the revision affects only that period 
or in the period of the revision and future periods if the revision affects 
both current and future periods.

(b) Basis of consolidation
The Company prepares consolidated financial statements that aggre-
gate the assets and liabilities and income and expenses of the Company 
and its subsidiaries. Subsidiaries are defined as entities over which the 
Company has the power, directly or indirectly, to govern the financial 
and operating policies of an entity so as to obtain benefits from it’s 
activities. The financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control commences 
until the date control ceases.

Intra-group balances and any unrealised gains and losses or income 
and expenses arising from intra-group transactions, are eliminated in 
preparing the consolidated financial statements.

(c) Foreign currencies
Transactions in foreign currencies are translated at the foreign exchange 
rate ruling at the date of the transaction. Monetary assets and liabilities 
denominated in foreign currencies at the balance sheet date are trans-
lated to euro at the foreign exchange rate ruling at that date. Foreign 
exchange differences arising on revaluation of monetary assets and lia-
bilities are recognised in the income statement. Non-monetary assets 
and liabilities that are measured in terms of historical cost in a foreign 
currency are translated using the exchange rate at the date of the 
transaction. Non-monetary assets and liabilities denominated in foreign 
currencies that are stated at fair value are translated to euro at foreign 
exchange rates ruling at the dates the fair value was determined. 

Assets and liabilities of foreign operations, including goodwill and fair 
value adjustments arising on consolidation, are translated at the closing 
rate of exchange at the balance sheet date and profits and losses at 
monthly average rates. Exchange differences arising on trading transac-
tions are included in earnings for the period and exchange differences 
arising on the translation of the financial statements of foreign sub-
sidiaries are reported as movements in translation reserves. Exchange 
differences arising on loans between subsidiaries which are of a long 
term investment nature, where settlement is not planned or anticipated 
in the foreseeable future, are reported as movements in translation 
reserves until the disposal of the net investment, at which time they are 
recognised in the income statement.

(d) Derivative financial instruments
The Company uses derivative financial instruments to hedge its expo-
sure to foreign exchange and interest rate risks arising from operational, 
investing and financing activities. The Company does not hold or issue 
derivative financial instruments for trading purposes. However, deriva-
tives that do not qualify for hedge accounting are accounted for as 
trading instruments.

Derivative financial instruments are recognised initially at cost. Sub-
sequent to initial recognition, derivative financial instruments are stated 
at fair value. The gain or loss on re-measurement to fair value is recog-
nised immediately in profit or loss. However, where derivatives qualify 
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for hedge accounting, recognition of any resultant gain or loss depends 
on the nature of the item being hedged (see accounting policy (e)). 
The fair value of interest rate swaps is the estimated amount which 
the Group would receive or pay to terminate the swap at the balance 
sheet date, taking into account current interest rates and the current 
creditworthiness of the swap counterparties. The fair value of forward 
exchange contracts is their quoted price at the balance sheet date, 
being the present value of the quoted forward price.

(e) Hedging
(i) Cash flow hedges
Where a derivative financial instrument is designated as a hedge of the 
variability on cash flows of a recognised liability, a firm commitment or 
a highly probable transaction, the effective part of any gain or loss on 
the derivative financial instrument is recognised directly in equity. When 
the firm commitment or forecasted transaction results in the recogni-
tion of an asset or a liability, the cumulative gain or loss is removed from 
equity and included in the initial measurement of the asset or liability. 
Otherwise the cumulative gain or loss is removed from equity and 
recognised in the income statement at the same time as the hedged 
transaction. The ineffective part of any gain or loss is recognised in the 
income statement immediately.

When a hedging instrument expires or is sold, terminated or exer-
cised, or the entity revokes designation of the hedge relationship but 
the hedged forecast transaction is still expected to occur, the cumula-
tive gain or loss at that point remains in equity and is recognised in 
accordance with the above policy when the transaction occurs. If the 
hedged transaction is no longer expected to take place, the cumulative 
unrealised gain or loss recognised in equity is recognised immediately 
in the income statement. 

(ii) Hedges of monetary assets and liabilities
Where a derivative financial instrument is used economically to hedge 
the foreign exchange exposure of a recognised monetary asset or liabil-
ity, no hedge accounting is applied and any gain or loss on the hedging 
instrument is recognised in the income statement.

(iii) Hedge of net investment in foreign operation
Where a foreign currency liability hedges a net investment in a foreign 
operation, foreign exchange differences arising on translation of the 
liability are recognised directly in equity.

(f) Revenue
Revenue, which excludes value added tax and other applicable turn-
over taxes, represent sales to individual sales consultants and licensed 
distributors or, in the case of mail order and retail sales, to individual 
customers. Sales are recognised in the income statement when the 
significant risks and rewards of ownership have transferred to the buyer. 
No revenue is recognised if there are significant uncertainties regarding 
recovery of the consideration due.

(g) Employee benefits
(i) Pension obligations
Obligations for contributions to defined contribution pension plans are 
recognised as an expense in the income statement as incurred.

(ii) Equity related compensation
Share options granted under company stock option programmes allow 
employees to acquire shares of the Company. The fair value of the 
options granted is recognised as an employee expense with a corre-
sponding increase in the equity. The fair value is measured at the grant 
date and spread over the period during which the employees become 
unconditionally entitled to the options. The amount recognised as an 
expense is adjusted to reflect the actual number of share options that 
vest.

(h) Taxation
Tax on the profit or loss for the year comprises current and deferred tax. 

Current tax comprises income tax payable calculated on the basis of 
the expected taxable income for the year, any adjustments of tax pay-
able for previous years and other corporate taxes payable.

Deferred tax is provided using the balance sheet liability method 
on all temporary differences between carrying amounts for financial 
reporting purposes and the amounts used for taxation purposes. 
Deferred tax liabilities associated with investments in subsidiaries are 
not recognised as the Group is able to control the timing of the revers-
al of the temporary differences. The amount of deferred tax provided 
is based on the expected manner of realisation or settlement of the 
carrying amount of assets and liabilities, using tax rates enacted or sub-
stantively enacted at the balance sheet date. 

Deferred tax assets are recognised only to the extent that it is prob-
able future taxable profits will be available against which the assets can 
be utilised. Deferred tax assets are reduced to the extent that it is no 
longer probable that the related tax benefit will be realised.

(i) Intangible assets
(i) Goodwill 
Goodwill arising on acquisition represents the excess of the cost of 
acquisition over the fair value of the net identifiable assets acquired. 
Goodwill is stated at cost less any accumulated impairment losses. 
Goodwill is allocated to cash-generating units and is not amortised but 
is tested annually for impairment. 

(ii) Other intangible assets
Other intangible assets acquired by the Group including licenses, soft-
ware and trademarks are stated at cost less accumulated amortisation 
and impairment losses.

Property rights have an indefinite useful life. These are not amortised 
but tested annually for impairment.

(iii) Subsequent expenditure
Subsequent expenditure on capitalised intangible assets is capitalised 
only when it increases the future economic benefits embodied in the 
specific asset to which it relates. All other expenditure is expensed as 
incurred.

(iv) Research and development
Development regarding the design and production of software applica-
tions is capitalised if the application is technically sound and the Group 
has sufficient resources to complete development. The expenditure 
capitalised includes cost for own staff and an appropriate proportion of 
identifiable overheads. Capitalised development expenditure is stated 
at cost less accumulated amortisation and impairment losses. 
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(v) Amortisation
Amortisation is charged to the income statement on a straight-line 
basis over the estimated useful life of intangible assets unless such lives 
are indefinite. Goodwill and intangible assets with an indefinite useful 
life are systematically tested for impairment at each balance sheet date. 
Intangible assets, except goodwill, are amortised from the date they are 
available for use. The estimated useful life for licenses is 10 years, trade-
marks between 5 and 10 years, capitalised development costs between 
3 and 5 years and software between 3 and 5 years.

(j) Property, plant and equipment
(i) Owned assets
Items of property, plant and equipment are stated at purchase price 
less accumulated depreciation and impairment losses. The cost of assets 
under construction includes the cost of materials, direct labour and an 
appropriate proportion of overheads. The carrying amounts of tangible 
assets are reviewed to determine whether they are in excess of their 
recoverable amount as at each balance sheet date. If any such excess 
exists, the carrying amount is reduced to the recoverable amount with 
the amount of the reduction recognised as an expense in the income 
statement.

Where parts of an item of property, plant and equipment have dif-
ferent useful lives, they are accounted for as separate items of property, 
plant and equipment.

(ii) Leased assets
Leases in which the Group assumes substantially all the risks and 
rewards of ownership are classified as finance leases. The owner-occu-
pied property acquired by way of finance lease is stated at an amount 
equal to the lower of it’s fair value and it’s present value of the minimum 
lease payments at inception of the lease, less accumulated depreciation 
and impairment losses. 

(iii) Subsequent costs
The Group recognizes in the carrying amount of an item of property, 
plant and equipment the cost of replacing part of such an item when 
that cost is incurred and would increase or extend the future economic 
benefits embodied with the item and the cost of the item can be meas-
ured reliably. All other costs are recognized in the income statement as 
an expense as incurred.

(iv) Depreciation
Depreciation is charged to the income statement on a straight-line 
basis over the estimated useful life of the assets. For assets under 
construction, the asset will be depreciated when it is commissioned. 
Improvements to leasehold property are depreciated over their useful 
economic life or the duration of the lease, whichever is shortest. Land 
is not depreciated. Other depreciation rates are as follows:

Buildings 2%–5% per annum 
Leasehold improvements 15%–50% per annum
Plant and machinery 7%–15% per annum 
Furniture and equipment 15%–25% per annum
Computer equipment 15%–33% per annum
Motor vehicles 15%–25% per annum

(k) Investment property
Investment properties are properties that are held either to earn rental 
income or for capital appreciation or for both. Investment property is 
recorded at cost less accumulated depreciation. Depreciation is charged 
to the income statement on a straight line basis with rates between 2 
percent to 5 percent per year. Rental income from investment property 
is recognised within selling and administrative expenses in the income 
statement over the term of the lease. 

(l) Inventory
Inventories are stated at the lower of cost and net realisable value. Net 
realisable value is the estimated selling price in the ordinary course of 
business, less the estimated costs of completion and the selling expens-
es. For finished goods manufactured by the Group, cost is taken as 
production cost, which includes an appropriate proportion of attribut-
able overheads. 

The cost of inventory is based on the first-in first-out principle and 
includes expenditure incurred in acquiring the inventories and bringing 
them to their final location and condition. In the case of manufactured 
inventories and work in progress, cost includes an appropriate share of 
overheads based on normal operating capacity.

Provision is made for obsolete, slow moving or defective items, 
where appropriate. 

(m) Trade and other receivables
Trade and other receivables are stated at cost less impairment losses 
(see accounting policy o).

(n) Cash and cash equivalents
Cash consists of cash at bank and in hand together with term depos-
its and highly liquid debt instruments with original maturities of three 
months or less. Bank overdrafts that are repayable on demand and 
form an integral part of the Group’s cash management are included 
as a component of cash and cash equivalents for the purpose of the 
statement of cash flows. 

(o) Impairment
The carrying amount of the Group’s assets, other than inventories (see 
accounting policy l) and deferred tax assets (see accounting policy h), 
are reviewed at each balance sheet date to determine whether there 
is an indication of impairment of the carrying value. If such indication 
exists, the assets’ recoverable amount is estimated. 

For goodwill and assets that have an indefinite useful life the recover-
able amount is estimated at each balance sheet date.

An impairment loss is recognised whenever the carrying amount of 
the asset, or its cash-generating unit, exceeds its recoverable amount. 
Impairment losses are recognised in the income statement. 

The recoverable amount of assets is the greater of their net selling 
price and value in use. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax dis-
count rate that reflects current market assessments of the time value 
of money and the risks specific to the asset. For an asset that does not 
generate largely independent cash inflows, the recoverable amount is 
determined for the cash-generating unit to which the asset belongs. 

(p) Share capital
Dividends are recognised as a liability in the period in which they are 
declared.
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Own shares reacquired (treasury shares) are recognised at cost and 
deducted from equity. No gain or loss is recognised in the income state-
ment on the acquisition, sale, issue or cancellation of the Group’s own 
shares. Any difference between the carrying amount and the considera-
tion is recognised in other reserves.

(q) Interest bearing borrowings
Interest bearing borrowings are recognised initially at fair value less 
attributable transaction costs. Subsequent to initial recognition, inter-
est bearing borrowings are stated at amortised costs with the differ-
ence between the costs and redemption value being recognised in the 
income statement over the period of the borrowings on an effective 
interest basis. 

(r) Government grants
Government grants are recognised when there is reasonable assur-
ance that the grant will be received and the Group will comply with all 
attached conditions. When the grant relates to an expense item, it is 
recognised as income over the period necessary to match the grant on 
a systematic basis netted to the costs that it is intended to compensate. 
When the grant relates to an asset, it is recognised in deferred income 
and released to income in equal amounts over the expected useful life 
of the related asset.

(s) Trade and other payables
Trade and other payables are stated at cost.

(t) Provisions
A provision is recognised in the balance sheet when the Group has a 
present legal or constructive obligation as a result of a past event, and 
it is probable that an outflow of economic benefits will be required to 
settle the obligation. If the effect is material, provisions are determined 
by discounting the expected future cash flows at a pre-tax rate that 
reflects current market assessments of the time value of money and, 
where appropriate, the risks specific to the liability.

(u) Expenses
(i) Operating lease payments
Payments made under operating leases are recognized in the income 
statement on a straight line basis over the term of the lease. Lease 
incentives received are recognized in the income statement as an inte-
gral part of the total lease expense.

(ii) Finance lease payments
Minimum lease payments are apportioned between the finance charge 
and the reduction of the outstanding liability. The finance charge is allo-
cated to each period during the lease term so as to produce a constant 
periodic rate of interest on the remaining balance of the liability.

(iii) Net financing costs
Net financing costs comprise interest payable on borrowings calculated 
using the effective interest rate method, foreign exchange gains and 
losses, and gains and losses on hedging instruments that are recognised 
in the income statement.

Interest income is recognised in the income statement as it accrues, 
using the effective interest method. The interest expense component 
of finance lease payments is recognised in the income statement using 
the effective interest rate method.

(v) Segment reporting
A segment is a distinguishable component of the Group that is engaged 
in providing products or services within a particular economic environ-
ment (geographical segment), which is subject to risks and rewards that 
are different from those of other segments.

(w) New standards and interpretations not yet adopted
The following new and revised Standards and Interpretations have 
been issued, but are not yet effective. They have not been applied early 
in these consolidated financial statements. Their impact on the consoli-
dated financial statements of the Group has not yet been systematically 
analysed. However, a preliminary assessment has been conducted by 
Group management and the expected impact of each standard and 
interpretation is presented in the table below.

Standard/Interpretation  Effective date Planned application
IFRIC 13 – Customer Loyalty Programmes * 1 July 2008 Reporting year 2009
IAS 1 rev. – Presentation of Financial Statements ** 1 January 2009 Reporting year 2009
IAS 23 rev. – Borrowing Costs * 1 January 2009 Reporting year 2009
IFRS 8 – Operating Segments ** 1 January 2009 Reporting year 2009
Amendment to IFRS 2 – Share-based Payment - Vesting Conditions and Cancellations * 1 January 2009 Reporting year 2009
Amendments to IAS 32 – Financial Instruments: Presentation and IAS 1  
– Presentation of Financial Statements - Puttable Financial Instruments 
and Obligations Arising on Liquidation * 1 January 2009 Reporting year 2009
Amendments to IFRS 1 – First-time Adoption of International Financial 
Reporting Standards and IAS 27 - Consolidated and Separate Financial Statements * 1 January 2009 Reporting year 2009
IFRS 3 rev. – Business Combinations * 1 July 2009 Reporting year 2010
IAS 27 amended – Consolidated and Separate Financial statements  * 1 July 2009 Reporting year 2010
Amendment to IAS 39 - Financial Instruments: Recognition and Measurement 
– Eligible Hedged Items *** 1 July 2009 Reporting year 2010
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Note 3 • Segment reporting

The primary and the only segmentation of the business is based on geographic cosmetics sales. The segmentation is based on the Group’s manage-
ment and internal reporting structure. 

  Operating profit 
 Sales before restructuring
€’000 2008 2007 2008 2007
CIS & Baltics 767,899 613,150 147,514 119,830
Central Europe & Mediterranean 287,640 258,856 60,939 52,229
Western Europe & Africa 103,321 99,414 10,484 12,931
Latin America 58,519 49,131 5,152 4,403
Asia 82,376 62,230 3,255 1,905
Group overhead and other operations 29,342 26,604 (40,004) (35,902)
Consolidated 1,329,097 1,109,385 187,340 155,396

 Capital Depreciation 
 expenditure and amortisation
€’000 2008 2007 2008 2007
CIS & Baltics 14,619 12,463 6,775 6,104
Central Europe & Mediterranean 4,200 3,126 3,959 3,721
Western Europe & Africa 5,506 3,651 1,279 1,104
Latin America 1,468 646 527 395
Asia 2,797 1,913 1,896 1,529
Group overhead and other operations 10,391 16,273 7,273 5,628
Consolidated 38,981 38,072 21,709 18,481

 Assets Liabilities
€’000 2008 2007 2008 2007
CIS & Baltics 216,923 214,319 54,301 47,683
Central Europe & Mediterranean 86,856 93,074 19,193 20,148
Western Europe & Africa 38,764 39,585 28,051 25,128
Latin America 20,984 20,010 5,259 3,884
Asia 54,984 36,808 21,473 14,098
Group overhead and other operations 161,667 112,252 322,989 312,286
Consolidated 580,178 516,048 451,266 423,227

Segment results, assets and liabilities include items directly attributable to a segment as well as those that can be allocated on a reasonable basis. 
The group overhead and other operations segment includes revenue and expenses from, amongst others, mail order business and licensee sales, 
unallocated items such as corporate assets and expenses, and interest bearing loans and expenses.

Standard/Interpretation  Effective date Planned application
IFRIC 15 – Agreements for the Construction of Real Estate * 1 January 2009  Reporting year 2009
IFRIC 16 – Hedges of a Net Investment in a Foreign Operation * 1 October 2008 Reporting year 2009
IFRIC 17 – Distributions of Non-cash Assets to Owners * 1 July 2009 Reporting year 2010
IFRS 1 rev. – First-time Adoption of International Financial Reporting Standards 
– Restructuring of format * 1 July 2009 – 
 
* No impact or no significant impact is expected on the consolidated financial statements
** The impact on the consolidated financial statements is expected to result in additional disclosures or changes in presentation 
*** The impact on the consolidated financial statements can not yet be determined with sufficient reliability.
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Note 4 • Administrative expenses 

Below is a summary of certain administrative expenses:
€’000 2008 2007
Salaries and wages 114,677 104,124
Social security contributions  22,304 19,986
Pension expenses  4,714 4,691
Equity settled transactions  7,575 8,420
   149,270 137,221
Less amount presented in cost of sales (20,514) (19,534)
Personnel expenses 128,756 117,687

Auditors’ remuneration  1,451 1,134
Auditors’ remuneration for non-audit services  202 190
Research and development  11,461 9,557

Depreciation  18,850 16,481
Amortisation  2,859 2,000
Depreciation and amortisation expenses  21,709 18,481

The average number of employees in 2008 was 7,174 (6,438).

Note 5 • Financial income and expense

Recognised in profit or loss
€’000 2008 2007
Interest income on bank deposits 1,330 903
Change in fair value of financial
   assets designated at fair value 6,297 495
IRS income 1,090 535
Total financial income 8,717 1,933

Bank charges and interest expense 
   on financial liabilities (27,068) (21,267)
Foreign exchange losses, net (18,753) (4,341)

Total financial expense (45,821) (25,608)
Total net financial expense (37,104) (23,675)

Recognised directly in equity
€’000 2008 2007
Effective portion of changes in fair
   value of cash flow hedge (4,450) 248
Fair value of cash flow hedges transferred
   to profit or loss 1,090 535
Total movement (3,360) 783

Note 6 • Income tax expense

€’000 2008 2007
Recognised in the income statement  
Current tax expense 17,709 16,488
Deferred tax income:  
   Origination and reversal   
      of temporary differences 664 1,464
   Utilisation of losses brought forward (122) (3,558)
   Utilisation of previously unrecognised
      losses brought forward (1,103) (464)
 (561) (2,558)
Total income tax expense   
   in the income statement 17,148 13,930
  
Reconciliation of effective tax rate  
Profit before tax 141,536 105,908
Average applicable tax rate, % 9.0 9.0
Tax at applicable tax rate 12,693 9,483
Adjustment to tax expense  
Non-deductible expenses 3,975 6,076
Release of tax provision (1,740) –
Utilisation of tax losses brought forward (122) (3,558)
Utilisation of previously unrecognised
   losses brought forward (1,103) 464
Withholding taxes 1,485 1,352
Other taxes 1,940 1,067
Adjustments in respect of prior years 20 (26)
Tax expense 17,148 13,930
Effective tax rate, % 12.1 13.2

The tax rates of the Group’s subsidiaries range between 0 percent 
and 39 percent. The Group benefits from favourable tax regimes in a 
number of countries, the benefits of which are expected to continue in 
the foreseeable future. 

Note 7 • Earnings per share

(a) Basic
Earnings per share are based on the net profit attributable to ordinary 
shareholders of €124,388,000 (€91,978,000) and the weighted aver-
age number of shares outstanding during the year. The weighted aver-
age number of shares used in the computation was 56,013,187 for the 
year to 31 December 2008 (55,696,640). Treasury shares are deducted 
in calculating the weighted average number of shares outstanding.

(b)  Diluted
Diluted earnings per share are calculated taking into account the poten-
tial dilutive effect of the achievement share options granted under the 
share incentive scheme (see note 19). The weighted average number 
of ordinary shares adjusted for the share schemes can be specified as 
follows:



46 | Oriflame Annual Report 2008

 2008 2007
Weighted average number 
   of shares outstanding (basic) 56,013,187 55,696,640
Effect of share schemes 399,388 865,501
Weighted average number 
   of shares outstanding (diluted) 56,412,575 56,562,141

Diluted earnings per share are based on the same net profit for the 
year as used in calculating basic earnings per share, because the total 
number of shares has been increased by the number of shares deemed 
to have been issued for no consideration.

Note 8 • Intangible assets    

€’000 Software Trademarks Licenses Property rights Goodwill Total
Cost  
At 31 December 2006 9,996 822 2,924 31 5,398 19,171
Additions 3,487 118 – – – 3,605
Re-classification (2) – – – – (2)
Disposals (601) – – – – (601)
Translation (107) – –  (1) – (108)
At 31 December 2007 12,773 940 2,924 30 5,398 22,065
Additions 2,855 142 – – – 2,997
Re-classification 189 – – – – 189
Disposals (2,020) – – – – (2,020)
Translation (549) – – – – (549)
At 31 December 2008 13,248 1,082 2,924 30 5,398 22,682
     
Amortisation
At 31 December 2006 4,414 440 2,924 – – 7,778
Charge for the year 1,933 67 – – – 2,000
Re-classification 57 – – – – 57
Disposals (607) – – – – (607)
Translation (56) – – – – (56)
At 31 December 2007 5,741 507 2,924 – – 9,172
Charge for the year 2,781 78 – – – 2,859
Re-classification – – – – – –
Disposals (1,681) – – – – (1,681)
Translation (346) – – – – (346)
At 31 December 2008 6,495 585 2,924 – – 10,004
     
Net Book Value      
At 31 December 2006 5,582 382 – 31 5,398 11,393
At 31 December 2007 7,032 433 – 30 5,398 12,893
At 31 December 2008 6,753 497 – 30 5,398 12,678

During 1997, the Company acquired the remaining 49 percent of the 
Group’s interest in Portugal from a party related to the af Jochnick 
family. This resulted in a goodwill amount of €2.3 million. During 2001, 
goodwill of €4.6 million arose on acquisition of Rockport Mauritius Ltd 
and at the end of 2001, the minority shareholders of Oriflame India Pvt. 
Ltd were bought out which resulted in goodwill of €1.8 million. Upon 
issuance of IFRS3 – Business combinations, the Company discontinued 
amortisation of existing goodwill and the carrying amount of the accu-
mulated amortisation (€3.3 million) was eliminated with a correspond-
ing decrease in goodwill. 

At balance sheet date, the goodwill was tested for impairment. As 
the company has only one business unit, which is cosmetics, the full car-
rying amount of goodwill of €5,4 million (€5,4 million) is allocated to 

that unit. The recoverable amount is determined based on value-in-use 
calculations. These calculations use pre-tax cash flow projections based 
on financial budgets covering a five year period. Growth rate assump-
tions do not exceed past performances and recoverable amounts 
are estimated to be higher than the carrying amount of goodwill. No 
impairment loss was recognised in 2008 and in 2007.

Included in software additions during the year are costs for own 
developed software for an amount of €29 thousand (€522 thousand).

 
Reclassification
Property rights are disclosed separately instead of included in licenses. 
Previous year figures have been restated for comparative purposes.
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Note 9 • Property, plant and equipment    

  Improve-
 Freehold ments to 
 land & leasehold Plant & Furniture & Computer Motor Under con- 
€’000 buildings property machinery equipment equipment vehicles struction Total
Cost       
At 31 December 2006 54,892 16,859 37,535 15,701 27,161 6,290 42,720 201,158
Additions 9,045 3,273 12,692 4,081 4,363 1,062 – 34,516
Disposals – (441) (240) (488) (1,771) (1,009) – (3,949)
Re-classification 40,145 (5) 2,439 130 (3) 16 (42,720) 2
Translation (1,032) (316) 410 (388) (259) (12) – (1,597)
At 31 December 2007 103,050 19,370 52,836 19,036 29,491 6,347 – 230,130
Additions 6,019 8,412 12,397 3,760 4,406 1,015  36,009
Disposals (4,485) (1,801) (184) (2,257) (3,360) (879)  – (12,966)
Re-classification – (16) – 10 (183) – – (189)
Translation (12,010) (2,171) (5,162) (1,759) (2,467) (636) – (24,205)
At 31 December 2008 92,574 23,794 59,887 18,790 27,887 5,847 – 228,779

Depreciation 
At 31 December 2006 10,604 9,196 23,334 10,299 21,478 4,158 – 79,069
Charge for the year 2,758 2,041 4,960 2,151 3,601 868 – 16,379
Disposals –  (303) (210) (424) (1,737) (914) – (3,588)
Re-classification – – 132 (130) (59) – – (57)
Translation 47 (224) 460 (235) (135) 40 – (47)
At 31 December 2007 13,409 10,710 28,676 11,661 23,148 4,152 – 91,756
Charge for the year 2,498 2,965 6,009 2,475 3,890 920 – 18,757
Disposals (1,572)  (1,775) (391) (2,325) (3,221) (897) – (10,181)
Re-classification – – – – – – – –
Translation (1,634) (1,085) (2,559) (997) (1,834) (413) – (8,522)
At 31 December 2008 12,701 10,815 31,735 10,814 21,983 3,762 – 91,810
      
Net Book Value       
At 31 December 2006 44,288 7,663 14,201 5,402 5,683 2,132 42,720 122,089
At 31 December 2007 89,641 8,660 24,160 7,375 6,343 2,195 – 138,374
At 31 December 2008 79,873 12,979 28,152 7,976 5,904 2,085 – 136,969

Finance leases €’000
Included in property, plant and equipment at 31 December 2008 is the net book value of assets under finance leases totalling €541 (€959), of 
which computer equipment €17 (€0), motor vehicles €84 (€170) and plant and machinery €440 (€789).
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Note 10 • Investment property

€’000 2008  2007
Gross carrying value at January 1 3,184 3,429
Additions - 10
Translation effects (717) (255)
Gross carrying value at December 31 2,467 3,184
Accumulated depreciation at January 1 930 925
Charge of the year 93 102
Translation effects (298)  (97)
Accumulated depreciation at December 31 725 930
Net book value at year end 1,742 2,254

Investment property includes commercial and warehouse premises 
leased to third parties as well as a plot of land.

The related contractual leases contain initial non-cancellable periods 
from 2 to 3 years. Subsequent automatic renewal periods of 2 years are 
considered for one of the lease contracts.

Amounts included in the Profit or Loss:
€’000 2008  2007
Rental income from investment property 631 675
Direct operating expenses (27) (33)
Depreciation (93) (102)
Net rental income 511 540

The fair value of Investment properties has been determined through 
evaluations of independent valuers.

The fair value of Investment properties has been estimated at €6.9 
million (€6 million).

Note 11 • Deferred taxation

Deferred tax assets and liabilities at 31 December 2008 and 2007 are attributable to the items detailed in the table below:
  2008   2007 
€’000 Assets Liabilities Net Assets Liabilities      Net  Movement
Property, plant and equipment & intangible assets 190 (3,075) (2,885) 256 (3,970) (3,714) 829
Inventories 5,822 (519) 5,303 2,783 (640) 2,143 3,160
Trade and other receivables 723 (318) 405 485 (242) 243 162
Accruals 3,612 (2) 3,610 5,571 – 5,571 (1,961)
Other 1,657 (624) 1,033 2,087 (453) 1,634 (601)
Tax losses carried forward  2,120 - 2,120 3,858 – 3,858 (1,738)
Tax assets/(liabilities) 14,124 (4,538) 9,586 15,040 (5,305) 9,735 (149)
Translation difference         710
Deferred tax income       561

During the year the Group derecognised €4.5 million of deferred tax assets.

Unrecognised deferred tax assets
Deferred tax assets have not been recognised in respect of the fol-
lowing items:
€’000 2008 2007
Deductible temporary differences 100,963 95,444
Tax losses (a) 56,443 76,384
Total 157,406 171,828 

The deductible temporary differences do not expire under current tax 
legislation, apart from €68.8 million (€87.1 million) expiring in 2014.

(a)  Of which €7.4 million (€6.6 million) expire within one year, €13.7 
million (€16.7 million) expire between one and five years and €35.3 
million (€53.1 million) in more than five years.

Deferred tax assets have not been recognised in respect of these items 
because it is not probable that future taxable profits will be available 
against which the Group can utilise the benefits.
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Note 12 • Inventories

€’000 2008 2007
Raw materials 19,019 18,371
Work in progress 182 124
Finished goods 206,776 153,373
Other inventories 32,764 28,833
Inventory reserves (20,759) (14,616)
 237,982 186,085

During 2008 the Company wrote down €14.5 million (€7.6 million) 
inventory mainly due to obsolescence. 

Reclassification
Capitalised price variances are classified as finished goods instead of 
inventory reserves. For comparative purposes, 2007 figures have been 
restated by €8.2 million compared to €–2.7 million in 2008.

Note 13 • Trade and other receivables

€’000 2008 2007
Trade receivables 38,797 42,424
Other receivables 31,149 24,118
Prepaid expenses 35,015 25,753
 104,961 92,295

Exposure to credit risk
The maximum exposure to credit risk for trade receivables at the 
reporting date by geographic region was:

Carrying amount 
€’000 2008 2007
CIS & Baltics 11,238 12,744
Central Europe and Mediterranean 10,839 12,942
Western Europe  8,632 8,330
Africa 888 1,131
Latin America 5,452 5,897
Asia 1,748 1,380
 38,797 42,424

Impairment losses
The aging of trade receivables at the reporting date was:
  Impair-  Impair-
 Gross ment Gross ment
€’000 2008 2008 2007 2007
Not past due 31,653 397 35,138 340
Past due 21–180 days 9,492 2,716 9,393 2,456
Past due 181–360 days 2,833 2,209 2,484 1,988
Past due 12–18 months 2,744 2,620 2,481 2,467
Past due >18 months 13,380 13,363 12,876 12,697
 60,102 21,305 62,372 19,948

Based on experience the Group records an impairment allowance on 
trade receivables not past due, which usually is around 1 percent. This 
allowance varies from market to market depending on the latest trends 
in collectability of the trade receivables.

The movement in the allowance for impairment in respect of trade 
receivables during the year was as follows:

 
€’000 2008 2007
Balance at 1st of January 19,948 20,739
Impairment loss recognised 3,973 2,938
Specific debts write off against provision (2,616) (3,729)
Balance at 31 December 21,305 19,948
  
The allowance accounts in respect of trade receivables are used to 
record impairment losses unless the Group is satisfied that no recovery 
of the amount owing is possible. At that point the amount considered 
irrecoverable is written off against the financial asset directly.

The impairment loss on trade receivables recognised in the income 
statement is included in ’selling and marketing expenses’.

Other receivables include: 2008 2007
Interest rate swaps used for hedging – 1,431
Forward exchange rate contracts for trading 7,269 1,325
Other receivables 23,880 21,362
 31,149 24,118

Note 14 • Cash and cash equivalents 

Cash and cash equivalents included in the cash flow statement com-
prise the following balance sheet amounts:

  Short term Bank
€’000 Cash deposits overdrafts Total

At 31 December 2006 30,716 31,284 (233)  61,767
Net flow 31,393 (29,998) (19) 1,376
Exchange differences (309) (6) – (315)
At 31 December 2007 61,800  1,280 (252) 62,828
Net flow 10,292 54 107 10,453
Exchange differences (4,881) (90) – (4,971)
At 31 December 2008 67,211 1,244 (145) 68,310
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Note 15 • Share capital 

The Company has one class of share capital with an authorised share 
capital of €102,400,000. All shares have equal rights to dividends and 
shareholders are entitled to one vote per share at annual and general 
meetings of the Company. The shares have a par value of €1.25. A 
reconciliation of the movements in share capital and treasury shares 
are detailed below:
 No. of shares  €’000
Share capital  
Balance 31 December 2006 55,669,886 69,588
Issue of new shares (i) 71,828 90
Balance 31 December 2007 55,741,714 69,678
Issue of new shares (ii) 551,601 689
Balance 31 December 2008 56,293,315 70,367
Treasury shares
Balance at 31 December 2007 – –
Acquisition 2,526 87
Balance at 31 December 2008 2,526 87

(i)  On 14 August and 8 October 2007 the Group issued 67,851 and 
3,977 shares respectively to Oriflame employees and sales con-
sultants as part of the share incentive plan that was approved by 
the EGM on 19 May 2005. The consideration received was € 2.7 
million, of which € 0.1 million was credited to the share capital and 
€ 2.6 million was credited to share premium.

(ii)  On 28 August and 9 October 2008 the Group issued 70,236 and 
5,765 shares respectively to Oriflame employees and sales con-
sultants as part of the 2008 share incentive plan. The considera-
tion received was €3.4 million, of which €0.1 million was credited 
to share capital and €3.3 million was credited to share premium. 
    On 24 June 2008 the Group issued 475,600 achievement shares 
at no consideration for the maturity of the 2005 share incentive 
plan. The issue of these shares amounting to €0.6 million was 
financed through share premium, as approved by the EGM of 19 
May 2008.

Note 16 • Reserves

(i) Legal reserve
The Company is required by Luxembourg law to appropriate to a legal 
reserve at least 5 percent of its statutory net profit, until the aggregate 
reserve equals 10 percent of its issued share capital. The legal reserve is 
not available for distribution.

(ii)   Special reserve
During 2003, the par value of the shares was decreased to €1.25 per 
share, which resulted in a special reserve within equity. This reserve was 
fully used in 2008 for the payment of the dividend in accordance with 
the resolution of the AGM.

(iii) Translation reserve
Included in the translation loss in 2008 are the following:
(a) Exchange loss of €14.8 million (€2.3 million) arising on long term 
inter-company debt of an investment nature, and;
(b) A foreign exchange loss of €10 million (€1.2 million loss) arising 
from the translation of financial statements of foreign subsidiaries.

Included in the translation reserve is a revaluation reserve related to 
certain assets of €9.1 million (€10.4 million).

(iv) Hedging reserve
The hedging reserve comprises the effective portion of the cumulative 
net change in fair value of the cash flow hedging instruments.

(v) Dividends
In May 2007, the AGM of the Company approved a dividend of €1.01 
per share, as proposed by the Board of Directors, i.e. €56.2 million in 
total. 

In May 2008, the AGM of the Company approved a dividend of 
€1.25 per share, as proposed by the Board of Directors, i.e. €69.7 mil-
lion in total. 

The Board of Directors will propose to the AGM in May 2009 a divi-
dend payment of €1.25 per share, amounting to €70.4 million in total.

(vi) Other reserve
The other reserve comprises the increase in equity from services 
received with respect to the equity settled share based payments plan.

Note 17 • Interest bearing loans

€’000 2008  2007
Non-current liabilities  
Bank loans 238,310 222,892
Finance lease long-term liabilities 118 401
 238,428 223,293
Current liabilities
Short-term loans 5,896 3,623
Current portion of long-term loans 20,000 17,500
Bank overdrafts 145 253
Finance lease short-term liabilities 269 430
 26,310 21,806

On 4 April 2006 the Company entered into an agreement for a €375.0 
million, multi-currency committed five year credit facility (the “Credit 
Facility”), which consists of a €200.0 million revolving and a €175.0 
million term facility. The term facility is amortised by equal quarterly 
repayments as follows: 

€15.0m from 31 December 2006 until 30 June 2007
€15.0m from 30 September 2007 until 30 June 2008
€20.0m from 30 September 2008 until 30 June 2009
€20.0m from 30 September 2009 until 30 June 2010
€52.5m from 30 September 2010 until 31 December 2010
€52.5m as at 4 April 2011.
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Terms and debt repayment schedule
The terms and conditions of outstanding loans were as follows:
    31 December 2008 31 December 2007
    Face Carrying Face Carrying
€´000 Currency Interest rate Year of maturity value amount value amount
Revolving bank facility EUR Euribor + 50 to 125 bps 2011 125,000 124,187 90,000 89,218
Term loan EUR Euribor + 50 to 125 bps 2011 135,000 134,123 152,500 151,174
Finance lease liabilities PLN/CZK 6% / 11% 2012 437 387 999 831
Short terms loans various between 5% and 13% 2009 5,896 5,896 3,623 3,623
Bank overdrafts INR 0.15 2009 145 145 253 253
Total interest bearing liabilities    266,478 264,738 247,375 245,099 

At 31 December 2008 the Group had total banking facilities available of €347.9 million (€362.1 million), of which €271.8 million (€250.2 million) 
has been utilised as bank overdrafts, guarantees, short-term loans and long-term loans.

Note 18 • Trade and other payables

€’000 2008 2007
Trade payables 48,164 37,651
Other payables 27,758 20,873
Accrued expenses 79,565 75,378
 155,487 133,902

Other payables include: 2008 2007
Interest rate swaps used for hedging 172 –
Forward exchange rate contracts for trading – 190
Forward exchange rate contracts for hedging 1,758 –
Other payables 25,828 20,683
 27,758 20,873

Note 19 • Equity compensation plans

On 19 May 2005 the Oriflame EGM approved a share incentive plan, 
according to which key Oriflame employees will be offered to subscribe 
to a certain number of “investment” shares per year.  They are entitled 
to receive a certain number of “achievement” shares for free for every 
investment share to which they subscribed on the third anniversary of 
their subscription in the investment share. Achievement shares granted 
range from 0 to 4 shares per investment share depending on whether 
the Company achieves certain growth targets in operating profit over 
the following three year period. The EGM authorised the Board of 
Directors to offer up to 150,000 investment shares annually for the 
years 2005–2007. 

On 19 May 2008 the Oriflame EGM approved a new share incentive 
plan for the years 2008–2010, according to which participants will be 
offered to purchase at fair market terms shares up to €3.5 million per 
annum. The amount of investment shares offered will be determined by 
the Board of Directors so that the potential dilution under the lifetime 
of the plan shall amount to less than 3 percent of the share capital of 
the Company.

The fair value of services received in return for the achievement 
shares granted is measured by reference to the value of the investment 
shares, which is calculated as the market price at the time of investing, 
less forecasted dividends that are discounted at a rate of 5 percent 
per year. Total equity compensation cost recorded in Administrative 
Expenses for 2008 was €7.6 million (€8.4 million).
The number of investment shares is as follows:
 Share schemes
 2008 2007 2006 2005
Granted at the beginning
   of the scheme 76,001 71,828 109,908 141,761
Forfeited during 2005 – – – (1,800)
Forfeited during 2006 – – (800) (13,300)
Forfeited during 2007 – (3,481) (4,700) (5,500)
Forfeited during 2008 (109) (1,712) (2,208) (2,261)
Exercised during 2008 – – – (118,900)
Outstanding at the end of the year 75,892 66,635 102,200 –

The Credit Facility provides that utilisations may be in euros or other 
freely available currencies, as agreed. The interest payable is calculated 
at the relevant inter-bank rate plus the applicable margin. 

The Credit Facility contains a number of operating covenants, includ-
ing restrictions on subsidiary borrowings, restrictions on lending and 
giving guarantees for financial indebtedness, and restrictions on the dis-

posal of material assets. It also contains a number of financial covenants 
which include required ratios of consolidated net debt to consolidated 
EBITDA of the Group, operating profit coverage and cap on distribu-
tions. The Group was in compliance with these covenants as of 31 
December 2008 and 2007.
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Note 20 • Related parties

Identity of related parties
The group has a related party relationship with its subsidiaries (see 
note 21), its directors and executive officers, and a number of compa-
nies related through common key management personnel or owner-
ship interests.

Transactions with key management personnel
The Directors and key management personnel of the Company held 
beneficial interests in the shares of the Company at 31 December 2008 
as follows:
 Number of shares 2008
R. af Jochnick and family  3,973,851
J. af Jochnick and family  5,057,217
Alexander af Jochnick     418,884
Christian Salamon  9,240
Marie Ehrling  300
Lilian Fossum  500
Helle Kruse Nielsen  1,000
Lennart Björk  16,000
Magnus Brännström  200,000
Jesper Martinsson  175,982
Gabriel Bennet  15,254

The major shareholders, the af Jochnick family and the Stichting af Jochnick 
Foundation, jointly exercise control over 15,855,817 shares which represents 
28.2 percent of the outstanding total shares as at 31 December 2008. 

The key management personnel compensation is as follows (in €):
For the year ended 31 December 2008, the members of the Board 
of Directors (excluding the Chairman and Magnus Brännström who 
in his capacity as Chief Executive Officer is an employee) received 
total compensation of €292,500 (€254,353). The Chairman received 
€67,500 (€60,257). 

For the year ended 31 December 2008, the Chief Executive Offic-
er received total compensation of €1,549,074 (€844,483), of which 
€1,337,882 (€676,171) was salary and bonus and €180,283 (€83,122) 
pension contributions under the pension scheme for senior manage-
ment, and €30,908 (€85,190) other benefits and allowances.

Total compensation to the members of the Corporate Commit-
tee, which consists of the Chief Executive Officer, the Chief Operating 
Officer and the Chief Financial Officer (excluding the Chief Executive 
Officer) who were employed in the year ended 31 December 2008, 
were €1,738,169 (€1,926,176), which was made up of €1,482,913 
(€1,617,230) in salaries and bonuses, €200,029 (€210,972) in payments into 
pension schemes and €55,227 (€97,974) of other benefits and allowances.

Other related party transactions
During the period, the following transactions were conducted with 
related parties:

€’000 2008 2007
Services provided by Cypoint AB – 14
Services provided by Credus Management AB 1 74
Cost recharged to Credus Management AB
   for office services (11) – 
Expenses and employee costs incurred on 
   behalf of and recharged to Medicover S.A. 1,765 1,826
Medicover health care services 322 264

All transactions with related parties are done on arm’s length basis.
Cypoint AB provides hosting and document storage solutions to Ori-
flame’s board of directors. In the past, Cypoint has developed extranet 
and intranet programs used by Oriflame. Robert af Jochnick has been 
a director of Cypoint AB from 2001 until July 2007. After that Cypoint 
ceased to be a related party.

Credus Management AB, a Swedish company wholly owned by Rob-
ert af Jochnick, invoiced Oriflame for consultancy fees to Oriflame by 
employees of Credus, other than Robert af Jochnick and Alexander 
af Jochnick, who was employed by Credus Management AB. In 2008 
Oriflame recharged costs that were incurred on behalf of Credus Man-
agement AB.

Administrative and employee costs are incurred on behalf of Medi-
cover Holdings SA in connection with the shared office facilities in 
Waterloo, Brussels. These costs are recharged to Medicover. Jonas af 
Jochnick is the Chairman of, and a major shareholder in Medicover. 
Robert af Jochnick Is a board member of Medicover. In addition, Medi-
cover has entered into agreements with certain of the Group’s subsidi-
aries in Poland, Romania, Hungary, the Czech Republic and Estonia to 
provide private health care benefits to employees.
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  Percentage
 Country of  share capital
Name incorporation held, %

Oriflame Azerbaijan LLC Azerbaijan 100
Oriflame Cosmetics LLC Armenia 100
Oriflame Kozmetika BH. D.o.o. Sarajevo Bosnia 100
Oriflame Bulgaria EOOD Bulgaria 100
Oriflame Cosmetics Foreign LLC Belarus 100
Oriflame Management SA Belgium 100
Oriflame de Chile SA Chile 100
Oriflame Cosmetics (China) Co. Ltd China 100
Beijing Tiantian Sunshine Nourishment Ltd China 100
Oriflame de Colombia SA  Colombia 100
Oriflame Kozmetika Croatia doo. Croatia 100
Oriflame Czech Republic SPOL R.O Czech Republic 100
Oriflame Software sro Czech Republic 100
Oriflame International ApS Denmark 100
Oriflame del Ecuador SA Ecuador 100
Oriflame Egypt Ltd Egypt 100
Oriflame Estonia OU Estonia 100
Oriflame Oy Finland 100
Oriflame Kosmetik Vertriebs GmbH Germany 100
Oriflame Hellas Sole Shareholder Ltd Greece 100
Oriflame Georgia LLC Georgia 100
Oriflame Hungary Kozmetika Kft Hungary 100
Oriflame Persia LLC Iran 100
Oriflame India Pvt. Ltd. India 100
SilverOak Laboratories Pvt. Ltd. India 100
Oriflame Cosmetics Indonesia 100
Oriflame Research & Development Ltd. Ireland 100
Oriflame LLP Kazakhstan 100
Oriflame Cosmetics LLC Kosovo 100
Oriflame Latvija S.I.A Latvia 100
Oriflame Kosmetika UAB. Lithuania 100
Oriflame Kozmetika doo. Macedonia 100
Oriflame Investments Ltd Mauritius 100
Oriflame (Mexico) SA de CV Mexico 100
Servicios Oriflame, SA de CV Mexico 100

  Percentage
 Country of  share capital
Name incorporation held, %

Oriflame International SRL Moldova 100
Oriflame Mongolia XXK Mongolia 100
Oriflame Kosmetika MN doo. Montenegro 100
Oriflame Maroc SARL Morocco 100
Oriflame Kosmetiek BV. Netherlands 100
Oriflame Holdings BV. Netherlands 100
Zetes Licence BV. Netherlands 100
Oriflame Norge A/S Norway 100
Oriflame Cosmetics Pakistan (PVT) LTD Pakistan 100
Oriflame Peru S.A. Peru 100
Oriflame Poland SP zoo. Poland 100
Oriflame Products Poland SP zoo. Poland 100
Oriflame Property Investments SP zoo. Poland 100
Oriflame Cosmeticos Ltda Portugal 100
SC Cosmetics Oriflame Romania srl. Romania 100
Oriflame Cosmetics LLC Russia 100
Oriflame Products LLC Russia 100
Oriflame Kosmetika d.o.o. Serbia 100
Oriflame Slovakia SPOL ro. Slovak Republic 100
Oriflame Kozmetica d.o.o. Slovenia 100
Oriflame Cosmeticos S.A. Spain 100
Oriflame Lanka Private Ltd Sri Lanka 100
Nordium AB Sweden 100
Oriflame Cosmetics AB Sweden 100
Oriflame International Services Sweden 100
Zetes Holdings AB Sweden 100
Zetes SA in liquidation Switzerland 100
Oriflame Cosmetics (Thailand) Ltd Thailand 100
Oriflame Management Asia Ltc Thailand 100
Oriflame Kozmetik Urunleri Ticaret Sirketi Ltd. Turkey 100
Oriflame UK Holdings Ltd UK 100
DP “Oriflame Cosmetics” Ukraine  Ukraine 100
DP ”Rielty Ukraine” Ukraine 100
Oriflame Kosmetiks Company Ltd Uzbekistan 100
Oriflame Vietnam Ltd. Vietnam 100

Note 21 • Group companies

The Company holds, whether directly or indirectly, 20 percent or more of the issued share capital of the following companies:
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Note 22 • Provisions, commitments and contingent liabilities

(a) Provisions
 Tax  Employee  
€’000 litigations Restructuring incentive schemes Other Total
Balance at 1 January 2008 7,647 14,188 6,872 – 28,707
Provisions made during the year 849 8,700 2,923 1,529 14,001
Provisions used during the year (243) (18,646) (6,872) – (25,761)
Provisions reversed during the year (2,000) – – – (2,000)
Balance at 31 December 2008 6,253 4,242 2,923 1,529 14,947

Tax litigation reserves relate to several jurisdictions where the Group 
received tax assessments and is in the process of defending its tax 
positions. The provisions are based on management’s experience 
in each jurisdiction, external advice related to the case, the state of 
development of the country’s tax system, and consider likely outcomes 
to determine the level of accruals. The outcome of these litigations is 
expected to be decided within up to one year. 

In 2008 Oriflame finalised a comprehensive restructuring program 
to better support the Group as it continues to expand and grow. This 
entailed creation of a lean and more integrated organisation with more 
powerful product development and shorter lead times. The new oper-
ation platform involved:

•  Establishing of new Group Support Office in Stockholm for market-
ing, packaging development, purchasing, catalogue development, and 
supply chain;

•  Moving Group Finance from Waterloo, Belgium to the existing man-
agement office in Fribourg, Switzerland;

•  Moving the Swedish sales function to the new Group Support Office 
in Stockholm;

•  Moving Quality Assurance from Dublin to Stockholm;

•  Shifting logistics closer to main markets by moving Central Logistics 
from Waterloo to Warsaw and integrating the Nordic Hub in Malmö, 
Sweden with the existing Group Distribution Hub in Warsaw;

•  Reinforcing the Group’s online operations in Stockholm;

•  And, as a consequence of the above, closing the offices in Waterloo 
and Malmö. 

The total costs associated with this restructuring were €34.5 million. 
During the year ended 31 December 2008, €8.7 million of expense 
was recognised, primarily related to relocation costs. 

In the restructuring provision of €4.2 million at 31 December 2008 
an amount of €2.5 million is included for a liability related to a pension 
plan after disposing of Oriflame UK Ltd in 2005. The remaining €1.7 
million relates to loyalty bonuses payable to employees after one year 
of their relocation. 

The Company maintains employee incentive programs to motivate 
its employees and senior management. The bonus program awards the 
employees based on individual performance and achieved targeted 
operating profit levels. Under the profit sharing program, a percent-
age of pre-tax profits are allocated to a pool, and these funds are then 
distributed to eligible senior managers based on a number of perform-
ance-related criteria. The bonus and the profits sharing are paid in the 
first quarter of the next year after finalising the year end audit of the 
Group.

(b) The Group had minimum annual lease commitments under non-
cancelable operating leases at 31 December as follows:

€’000 2008 2007
Within one year 13,145 6,849
Between one and three years 13,595 6,314
Between three and five years 15,328 1,505
Over five years 6,001 457
 48,069 15,125

The Group’s lease agreements consist mainly of office and warehouse 
rentals, none of which are individually significant. There are no sub-
leases. 

During the year ending 31 December 2008 €24.8 million (€19.8 mil-
lion) was recognised as an expense in the income statement in respect 
of operating leases. 
 
(c) At 31 December 2008, the Group had bank guarantees in place of 
€7.6 million (€6.4 million).

(d) Certain of the Company’s subsidiaries are involved in litigation in 
respect of which the Board of Directors consider that either the timing 
and outcome of the litigation is too uncertain to quantify at this stage 
and/or the possibility of an adverse outcome is remote and/or in the 
event that there was such an adverse outcome, the financial conse-
quence is not likely to be material. The Company continues to actively 
monitor and defend such litigation.

Note 23 • Pensions

All subsidiaries within the Group operate defined contribution schemes. 
Pension costs charged for the year for these schemes amounted to 
€4.0 million (€4.0 million). 
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Note 24 • Financial instruments and financial risk management

24.1 Financial risk factors
Overview
The Group has exposure to the following risks from its use of financial 
instruments:
• Market risk
• Credit risk
• Liquidity risk

This note presents information about the Group’s exposure to each 
of the above risks, the Group’s objectives, policies and processes for 
measuring and managing risk, and the Group’s management of capital. 
Further quantitative disclosures are included throughout these consoli-
dated financial statements.

The Board of Directors has overall responsibility for the establish-
ment and oversight of the Group’s risk management framework. The 
Group’s risk management policies are established to identify and ana-
lyze the risks faced by the Group, to set appropriate risk limits and con-
trols, and to monitor risks and adherence to limits. Risk management 
policies and systems are reviewed regularly to reflect changes in market 
conditions and the Group’s activities.

I  Market Risk
Market risk is the risk that changes in market prices, such as foreign 
exchange rates or interest rates will affect the Group’s income or the 
value of its holdings of financial instruments. The market risk manage-
ment objective is to manage and control market risk exposures within 
acceptable parameters, while optimising the return on risk.

The Group buys and sells derivatives in the ordinary course of busi-
ness, and also incurs financial liabilities, in order to manage market risks. 
Generally the Group seeks to apply hedge accounting in order to man-
age volatility in profit or loss.

(a) Foreign currency risk
Translation exposure
Translation exposure arises because the profits and losses and assets 
and liabilities of operating subsidiaries are reported in the respective 
currencies of their country of incorporation. Profits and losses and 
assets and liabilities in the various local currencies are translated into 
euros, the reporting currency. For those countries with a reporting cur-
rency other than the euro, profits and losses are translated at aver-
age exchange rates and assets and liabilities are translated at closing 
exchange rates. Fluctuations in exchange rates against the euro will give 
rise to differences. These differences are recorded as translation gains 
or losses in shareholders’ equity. 

Transaction exposure
Currency transaction exposure arises whenever a subsidiary enters 
into a transaction using a currency other than its measurement cur-
rency. If the relevant exchange rates move between the date of the 
transaction and the date of final payment, the resulting currency bal-
ance will produce a gain or loss on exchange. Such gains or losses are 
included in financial expenses. 

Strategic currency exposure
Strategic currency exposure arises in countries, which are not part of 
the European Monetary Union (EMU), or whose currencies are not 
pegged to the euro. When the exchange rate of the non-EMU cur-
rencies fluctuates against the euro, it affects the gross margin in those 
countries, as approximately 75 percent of the Group’s products are 
sourced and produced within the EMU.

The objective of the Group is to hedge any currency transaction 
exposure by seeking to match revenues and costs in the same currency. 
However, given the geographical diversity of the Group’s operations, a 
significant portion of sales is generated in currencies other than those 
in which the majority of expenses are incurred. In circumstances where 
revenues and costs cannot be matched, the currency transaction expo-
sure may be hedged by periodically adjusting prices or by applying the 
hedging policy.

Management of the Company adopted a policy to hedge the esti-
mated Russian Rouble (RUB) related exposure in respect of forecasted 
sales and expenses in Russia when this is economically efficient. The 
Company also hedges up to 100 percent of selected currency trans-
action exposures by entering into a variety of forward contracts in 
currencies in which subsidiaries of the Group transact business, to the 
extent that forward contracts are available in the market at a reason-
able cost.

In case of trading currencies, which are strongly correlated to the 
USD, and it is not possible to enter directly into forward contracts at 
a reasonable cost, then the company enters into €/USD forward con-
tracts in order to mitigate the timing transactional currency exposure.

As at 31 December 2008 there were a variety of forward exchange 
contracts outstanding for an amount equivalent of €88.2 million at 
nominal value (€91.0 million) with a maturities ranging from January to 
December 2009, to hedge selected currency transaction exposures.

The Group does not apply hedge accounting for the variety of for-
ward contracts amounting to €69.4 million at nominal value (€91.0 mil-
lion), that economically hedge monetary assets and liabilities in foreign 
currencies, mainly intra-group. Both the changes in fair value of the 
forward contracts and the foreign exchange gains and losses relating to 
the monetary assets and liabilities are recognised in the income state-
ment. At 31 December 2008, the fair value of these forward contracts 
was €7.2 million (€1.1 million) gain. 

During 2008 the Group entered into a series of forward exchange 
contracts totaling €18.8 million at nominal value (€0 million) that hedge 
the 2009 forecasted operating expenses in Sweden. The Group does 
apply hedge accounting for these forward contracts. Changes in the fair 
value of the outstanding forward contracts are being taken directly to 
equity.  At 31 December 2008, the fair value of the forward exchange 
contracts was €1.7 million (€0 million) loss.

During 2008 the Group closed in total €202.9 million (€112.9 mil-
lion) forward contracts at nominal value related to the above men-
tioned variety of forward contracts. The total net realised loss on all 
forward contracts closed in 2008 was €0.1 million (€ 1.8 million gain), 
of which none was recognised as effective hedge, and all of it was rec-
ognised in the gain and loss on exchange in the income statement.
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Exposure to currency risk
The Group’s exposure for some of it’s main currencies was as follows:

2008 CLP CZK DKK KZT PLN RUB SEK SKK UAH
In €´000 equivalents         
Intragroup trading balances 2,562 1,247 2,504 3,594 (4,752) 46,829 19,394 401 4,174
Trade receivables/(payables) – – – – 5,598 – (6,133) – –
Gross balance sheet exposure 2,562 1,247 2,504 3,594 846 46,829 13,261 401 4,174
Forward exchange contracts – (2,000) (3,000) 1)(2,441) – (40,000) (9,400) – –
Net exposure 2,562 (753) (496) 1,153 846 6,829 3,861 401 4,174

2007 CLP CZK DKK KZT PLN RUB SEK SKK UAH
In €´000 equivalents         
Intragroup trading balances 2,830 1,685 3,039 6,677 (6,571) 39,651 11,838 1,489 6,951
Trade receivables/(payables) – – – – 10,217 – (3,199) – –
Gross balance sheet exposure 2,830 1,685 3,039 6,677 3,646 39,651 8,639 1,489 6,951
Forward exchange contracts (1,000) (3,000) (2,999) 2)(3,500) (6,136) (40,000) (14,400) (1,500) 2)(5,300)
Net exposure 1,830 (1,315) 40 3,177 (2,490) (349) (5,761) (11) 1,651

1) The forward exchange contracts are € against USD.
2) Part of the forward exchange contracts are € against USD.

The following significant exchange rates applied during the year :
 Average rate Reporting date rate
€ 2008 2007 2008 2007
RUB 36.40 35.01 41.44 35.93
KZT 176.91 168.00 170.89 177.17
UAH 7.66 6.89 10.85 7.45
PLN 3.51 3.78 4.17 3.58

Sensitivity analysis
The Group trades in more than forty currencies. We have selected 
the top four sales operations and we show their impact on operat-
ing profit and equity. This analysis assumes that all other variables, in 
particular interest rates, the exchange rates of other currencies to the 
euro, the selling prices of the Oriflame entities in the countries under 
review, remain constant over the year. The analysis is performed on the 
same basis for 2007. One percent strengthening of the Euro against the 
following currencies on average over the reporting year would have 
increased (decreased) the Group operating profit or loss and equity 
as shown below.

Effect on Group operating profit in % 2008 2007
RUB (1.3%) (1.3%)
UAH (0.3%) (0.3%)
KZT (0.2%) (0.2%)
PLN (0.0%) (0.0%)

Effect on equity in € million 2008 2007
RUB (0.2) (0.6)
UAH (0.1) (0.1)
KZT (0.1) (0.1)
PLN (0.4) (0.4)

(b) Interest rate risk 
Hedging
In April 2006, the Group decided to hedge its exposure to changes in 
interest rates on average for 75 percent of its forecasted loan debts 
until July 2009 via interest rate swap agreements, denominated in 
euros. The hedged amount as at 31 December 2008 was €108 million 
(€148.8 million). The Company receives the 6 month euro floating rate 
bi-annually and pays on average a fixed swap rate of 3.8 percent.

The Group classifies the interest rate swap as a cash flow hedge and 
states it at fair value. The fair value of the swap at 31 December 2008 
was a liability of €0.2 million (asset of €1.4 million).

Cash flow sensitivity analysis for variable rate instruments
A change of 100 basis points in interest rates at the reporting date 
would have increased (decreased) equity and profit or loss by the 
amounts shown below. This analysis assumes that all other variables, in 
particular foreign currency rates, remain constant. The analysis is per-
formed on the same basis for 2007.
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 Profit or loss Equity
Effects in €’000 100 bp 100 bp 100 bp 100 bp
31 December 2008 increase decrease increase decrease
Variable rate interest bearing liabilities (2,878) 2,878 – –
Interest rate swap 1,333 (1,333) 568 (517)
Cash flow sensitivity (net) (1,545) 1,545 568 (517)

31 December 2007
Variable rate interest bearing liabilities (2,398) 2,398 – –
Interest rate swap 1,593 (1,593) 3,247 24
Cash flow sensitivity (net) (805) 805 3,247 24

II Credit risk
Credit risk is the risk of financial loss to the Group if a customer or 
counterparty to a financial instrument fails to meet its contractual 
obligations, and arises principally from the Group’s receivables from 
customers.

There is a credit policy in place and the exposure to credit risk is 
monitored on an ongoing basis. Management performs ongoing evalu-
ations of the credit position of its consultants. Due to the nature of the 
direct sales industry, the Group does not have significant exposure to 
any individual customer (See note 13).

The Group monitors counterparty exposure regularly. At bal-
ance sheet date there was no significant concentration of credit risk. 
The maximum exposure to credit risk is represented by the carrying 
amount of each financial asset in the balance sheet:

€’000   2008 2007
Trade and other receivables (less derivatives) 97, 692 89,539
Cash and cash equivalents   68,455 63,080
Interest rate swaps used for hedging  811 1,431
Forward exchange rate contracts for trading  7,594 1,325
Other long term receivables   3,267 6,027
   177,819 161,402

III  Liquidity risk
Liquidity risk is the risk that the Group will not be able to meet its 
financial obligations as they fall due. The Group’s approach to manag-
ing liquidity is to ensure, as far as possible, that it will always have suf-
ficient liquidity to meet its liabilities when due, under both normal and 
stressed conditions, without incurring unacceptable losses or risking 
damage to the Group’s reputation.

The Group monitors its liquidity regularly by preparing on a monthly 
basis 12 month rolling cash flow forecasts. The group maintains at least 
€30 million available revolving credit facilities which are considered as 
sufficient for meeting operational requirements.
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The following are the contractual maturities of financial liabilities, including estimated interest payments:

 Carrying Contractual Less than 1–3 3–5 More than
31 December 2008 amount cash flows 1 year years years 5 years
€’000
Non-derivative financial liabilities
Bank loans 264,206 (284,141) (34,323) (249,818) – –
Finance lease liabilities 387 (437) (330) (107) – –
Trade and other payables (less derivatives) 153,557 (153,557) (153,557) – – –
Bank overdraft 145 (145) (145) – – –
Derivative financial liabilities
Forward exchange rate contracts for trading
Outflow: 325 (328) (328) – – –
Forward exchange rate contracts for hedging
Outflow: 1,758 (1,781) (1,781) – – –
Interest rate swaps used for hedging 983 (983) (983) – – –

31 December 2007
€’000
Non-derivative financial liabilities
Bank loans 244,015 (278,729) (32,109) (100,771) (145,849) –
Finance lease liabilities 831 (999) (535) (464) – –
Trade and other payables (less derivatives) 133,712 (133,712) (133,712) – – –
Bank overdraft 253 (253) (253) – – –
Derivative financial liabilities
Forward exchange rate contracts for trading
Outflow: 190 (191) (191) – – –

Cash Flow hedges
The following table indicates the periods in which the cash flows associated with derivatives that are cash flow hedges are expected to occur and 
to impact the profit or loss:
 2008 2007
 Carrying Expected Less than 1–3 More than Carrying Expected Less than 1–3 More than
€’000 Amount cash flows  1 year years 3 years Amount cash flows 1 year years 3 years

Interest rate swaps:
Assets 811 811 811 –  – 1,431 1,431 757 674 –
Liabilities (983) (983) (983) – – – – – – –
Forward exchange contracts:
Liabilities (1,758) (1,758) (1,758) – – – – – – –

24.2 Capital risk management
The Board’s policy is to maintain a strong capital base so as to maintain investor, creditor and market confidence and to sustain future development 
of the business. The Board of Directors has adopted a dividend policy to the effect that, absent changes in the Company’s operations or capital 
structure, Oriflame intends to distribute, over the long term, at least 50 percent of the Company’s annual profit after tax as dividends.
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24.3 Fair value estimation
The fair values of financial assets and liabilities, together with the carrying amounts shown in the balance sheet are as follows:

 31 December 2008 31 December 2007
€’000 Carrying amount Fair value Carrying amount Fair value
Trade and other receivables (less derivatives) 97,692 97,692 89,539 89,539
Other long term receivables 3,267 3,267 6,027 6,027
Cash and cash equivalents 68,455 68,455 63,080 63,080
Interest rate swaps used for hedging:
   Assets 811 811 1,431 1,431
   Liabilities (983) (983) – –
Forward exchange rate contracts for trading:
   Assets 7,594 7,625 1,325 1,335
   Liabilities (325) (328) (190) (191)
Forward exchange rate contracts for hedging:
   Liabilities (1,758) (1,781) – –
Bank loans (264,206) (266,242) (244,015) (246,123)
Trade and other payables (less derivatives) (153,557) (153,557) (133,712) (133,712)
Finance lease liabilities (387) (423) (831) (893)
Bank overdrafts (145) (145) (253) (253)
 (243,542) (245,609) (217,599) (219,760)
Unrecognised loss  (2,067)  (2,161)

Interest rates used for determining fair value
The interest rates used to discount estimated cash flows were as follows:
 2008 2007
Derivatives 2.7% 4.7%
Bank loans 2.7% 4.7%
Finance leases 2.9% 7.5%

Basis for determining fair values
The following summarizes the significant methods and assumptions 
used in estimating the fair values of financial instruments reflected in 
the above.

Derivatives
The fair value of forward exchange contracts is based on their listed 
market price. The fair value of interest rate swaps is based on bank 
quotes. Those quotes are tested for reasonableness by discounting 
estimated future cash flows based on the terms and maturity of each 
contract and using market interest rates for a similar instrument at the 
reporting date.

Non-derivative financial liabilities
Fair value is calculated based on the present value of future principal 
and interest cash flows, discounted at the market rate of interest at the 
reporting date. 

Trade and other receivables
The fair value of trade and other receivables is estimated as the present 
value of future cash flows, discounted at the market rate of interest at 
the reporting date.
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Report of the  
independent auditors

Report on the consolidated financial statements 
Following our appointment by the General Meeting of the 
Shareholders dated 19 May 2008, we have audited the accom-
panying consolidated financial statements of Oriflame Cosmet-
ics S.A., which comprise the consolidated balance sheet as at 
31 December 2008 and the consolidated income statement, 
consolidated statement of changes in equity and consolidated 
cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes, as 
set out on pages 36 to 59.

Board of Directors’ responsibility for  
the consolidated financial statements 
The Board of Directors is responsible for the preparation and 
fair presentation of these consolidated financial statements in 
accordance with International Financial Reporting Standards 
as adopted by the European Union (“IFRS”). This responsibil-
ity includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of con-
solidated financial statements that are free from material mis-
statement, whether due to fraud or error; selecting and applying 
appropriate accounting policies; and making accounting esti-
mates that are reasonable in the circumstances.

Responsibility of the Réviseur d’Entreprises
Our responsibility is to express an opinion on these consolidated 
financial statements based on our audit. We conducted our audit in 
accordance with International Standards on Auditing as adopted 
by the Institut des Réviseurs d’Entreprises. Those standards require 
that we comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance whether the consolidated 
financial statements are free from material misstatement.

To the Shareholders of Oriflame Cosmetics S.A.
An audit involves performing procedures to obtain audit evi-
dence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the 
judgement of the Réviseur d’Entreprises, including the assess-
ment of the risks of material misstatement of the consolidated 
financial statements, whether due to fraud or error. In making 
those risk assessments, the Réviseur d’Entreprises considers inter-
nal control relevant to the entity’s preparation and fair presenta-
tion of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances, but 
not for the purpose of expressing an opinion on the effectiveness 
of the entity’s internal control. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasona-
bleness of accounting estimates made by the Board of Directors, 
as well as evaluating the overall presentation of the consolidated 
financial statements. 

We believe that the audit evidence we have obtained is suf-
ficient and appropriate to provide a basis for our audit opinion.

Opinion
In our opinion, the consolidated financial statements give a true 
and fair view of the consolidated financial position of Oriflame 
Cosmetics S.A. as of 31 December 2008, and of its financial per-
formance and its consolidated cash flows for the year then ended 
in accordance with IFRS, as set out on pages 36 to 59.

Report on other legal and regulatory requirements
The consolidated management report, which is the responsibil-
ity of the Board of Directors, is consistent with the consolidated 
financial statements. 

Luxembourg, 14 April 2009

KPMG Audit S.à r.l.
Réviseurs d’Entreprises

D.G. Robertson
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Corporate governance report

Corporate governance, management and control of the Oriflame 
Group is apportioned between the shareholders/SDR holders at 
the General Meetings of shareholders (“General Meeting(s)”), 
the Board of Directors (the “Board”), its elected committees and 
the CEO in accordance with Luxembourg law and Oriflame’s 
Articles of Association and Management practice. Oriflame 
complies with the Swedish Code of Corporate Governance (the 
“Code”) to the extent that the Code is not in conflict with Lux-
embourg law or regulations. 

This Corporate Governance Report has not been reviewed by 
Oriflame’s auditors.

General Meetings
In accordance with Oriflame’s Articles of Association as last 
amended on 2 October 2008, the Annual General Meeting 
(AGM) of Oriflame shall be held on 19 May of each calendar 
year, or the next following weekday should 19 May be a holiday 
or weekend. 

At the General Meetings, being Oriflame’s highest decision 
making forum, resolutions are passed with respect to adoption 
of the income statement and balance sheet as well as the consoli-
dated income statement and balance sheet; dispositions of Ori-
flame’s profit and loss according to the adopted balance sheet; 
discharge from liability for the Board members and Auditor; 
election of Board members and certain other matters provided 
by law and the Articles of Association. In accordance with Lux-
embourg law any changes to the Articles of Association needs 
to be approved by an Extraordinary General Meeting (EGM), 
which is why the Company sometimes hosts an EGM in con-
nection with the AGM.

A shareholder may attend and vote at General Meetings in 
person or by proxy. A SDR holder who has been duly registered 
as such with the Swedish Securities Register Centre (VPC AB), 
may vote at the meeting by proxy, yet not in person. A SDR 
holder wishing to attend a General Meeting must notify Ori-
flame of his/her intention to attend. The manner in which to 
notify Oriflame and in which to issue proxy cards is described in 
the notice convening the General Meeting.

The General Meetings offer shareholders/SDR holders the 
opportunity to raise matters and questions concerning Oriflame 
and the results of the year under review, whereby shareholders 
and SDR holders are entitled to have matters considered at the 
General Meetings. To ensure inclusion in the convening notice, 
a request for a matter to be raised must have reached Oriflame 
(corporate.governance@oriflame.com) at the latest seven weeks 
before the General Meeting. Notice to convene the General 
Meeting shall be submitted by Oriflame at the earliest six and at 
the latest four weeks before the meeting.

Oriflame does not host its General Meetings in the Swedish  
language as the location for Oriflame General Meetings is Luxem-
bourg and the majority of voting rights are held by individuals 
and entities located outside Sweden. Oriflame does not enable 
for participation in General Meetings at a distance. Oriflame 
did however, in order to compensate for the above, host a share-
holders’ day in Swedish in Stockholm on 24 April 2008 where 
shareholders/SDR holders had the opportunity to meet with 
members of the Board and Management and to ask questions 
related to the Annual General Meeting. In advance of the Annual 
General Meeting 2009 such shareholders’ day will be held on 4 
May 2009 (exact time and location will be announced in con-
nection with the notice to the Annual General Meeting and will 
be posted on Oriflame’s web site).

Board of Directors
The Board has established rules of procedure which set forth 
how and when the Board convenes, and includes instructions for 
the allocation of duties and responsibilities within and between 
the Board and the CEO. The rules of procedure also contain 
instructions for financial reporting and set forth how reporting 
to the Board is to proceed. During 2008, the Board reviewed 
and revised the rules of procedure for the Board as well as the 
instructions for the CEO.

In accordance with Luxembourg law, the Board is responsi-
ble for the management of the Company’s affairs. The Board 
also monitors the performance of the obligations of the CEO, is 
responsible for ensuring that the Company’s organisation fulfils 

 The Swedish Code of Corporate Governance as first published in December 2005, including any amendments and instructions issued by the Swedish Corporate 
Governance Board up until 31 December 2008.
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its purpose, and conducts continuous evaluations of the Compa-
ny’s procedures and guidelines for management and investment 
of the Company’s funds.

At the 2008 Annual General Meeting a nomination proc-
ess was adopted for the election of Nomination Committee 
members, whose task is to prepare and submit proposals to the 
Annual General Meeting for the election of the Board members 
and the size of the fees paid to Board members and other Com-
mittees of the Board (currently being the Audit Committee and 
Remuneration Committee).

Although Luxembourg law and Oriflame’s Articles of Asso-
ciation permit a Board member of a Luxembourg company to 
remain in office for up to six years, Oriflame’s Board members 
are appointed at the Annual General Meeting and, unless re-
elected, remain in office for a term of one year. If a vacancy arises 
during the course of the financial year, the Board is entitled to 
elect a replacing Board member to fill the vacancy for the period 
until the next Annual General Meeting of the Company.

In accordance with Oriflame’s Articles of Association, the 
Board shall consist of not less than three, and not more than ten, 
Board members without deputies. Currently, the Board consists 
of nine members, of which all were re-elected at the Annual 
General Meeting held on 19 May 2008. The Board consists of 
principal shareholders and persons independent of such share-
holders. The CEO is also a member of the Board. Other Com-
pany staff may from time to time participate in Board meetings 
in order to make presentations or present reports as requested 
by the Board.

Remuneration to the Chairman of the Board and the Board 
members is determined by resolution adopted by the Annual 
General Meeting. The 2008 Annual General Meeting resolved, 
as suggested by the Nomination Committee, that the remu-
neration would remain unchanged compared to previous year, 
whereby €62,500 be paid to the Chairman of the Board and 
that €25,000 be paid to each respective remaining non-exec-
utive director for the period between the AGM 2008 and the 
AGM 2009. The Annual General Meeting further approved, as 
suggested by the Nomination Committee, to allocate €10,000 
to each member of the Audit Committee and €5,000 to each 
member of the Remuneration Committee. 

According to the rules of procedure, the Board shall convene 
at least four times per year, of which at least one meeting is to 
focus on business strategy issues. During the financial year 2008, 
Oriflame held nine Board meetings, out of which one was a strat-
egy meeting covering two full days. At the meetings the Board is 
assisted by a secretary who is not a member of the Board.

The Board meetings begin with a discussion of the Company’s 
financial situation. The various financial reports and the Annual 
Report are reviewed before being published. Other topics dis-
cussed at Board meetings include general strategies, overall 
business reviews, long and short-term targets, human resources, 
investments, capital distribution, compliance and remuneration. 
At the end of each year, the CEO presents the budget proposi-
tion for next year to the board, who then reviews and discusses 
the budget proposal during one or several board meetings. Fol-
lowing discussions and eventual adjustments, the board approves 
the budget. 

The average attendance rate at Board meetings is high – at the 
meetings held in 2008 it was 94 percent. The Board members 
participate in all discussions. Board members may however not 
vote on any motion in which they have a conflict of interest. A 
Board member is not counted in the quorum of a meeting if a 
conflict of interest disallows him/her from voting on a particular 
motion. Board members shall declare the nature of any conflict 
of interest prior to deliberating and voting on the issue, and such 
declaration is entered in the minutes of the meeting. Any con-
flicts of interest are reported at the forthcoming Annual General 
Meeting of shareholders.

The CFO is always invited to the quarterly board meetings, 
other members of the Oriflame Management are from time to 
time invited to meetings with the Board in order to present 
issues related to their specific areas of responsibility. Auditing 
issues are carefully considered by the Audit Committee and then 
reported to the Board of Directors. At least once per year the 
Board meets with the auditors without the CEO or other mem-
bers of senior management being present. In 2008 such meeting 
took place on 19 February.

For more information about Board members, please read the 
section “Board members” below.

Board composition and attendance at Board  
and Committee meetings during 2008

Board member Attendance
 Board Remuneration Audit
 meeting Committee   Committee 
Robert af Jochnick (Chairman) 9 3
Lennart Björk  8 3
Magnus Brännström 7
Marie Ehrling 9  5
Lilian Fossum 9 3
Alexander af Jochnick 7
Jonas af Jochnick 9  5
Helle Kruse-Nielsen 9  5
Christian Salamon  9  5
Total number of meetings in 2008: 9 3 5
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Nomination Committee and nomination process
At the Annual General Meeting held on 19 May 2008, the meet-
ing resolved to approve the following nomination process for the 
election of the Nomination Committee:

•  The Chairman of the Board shall convene the five largest share-
holders of the Company, as it is known by the Company at 
that time, at the end of the third quarter of the year. These 
shareholders then have the right to appoint a member each of 
the Committee. If any of the five largest shareholders declines 
its right to appoint a member of the Committee, or if a mem-
ber resigns from the Committee and is not replaced by a new 
member appointed by the same shareholder, the shareholder 
next in size shall be given the opportunity to appoint a member 
of the Committee. If several of the shareholders decline their 
right to appoint members of the Committee, no more than the 
eight largest shareholders need to be contacted. The Commit-
tee should be chaired by one of its members. No more than two 
of the Committee’s members should also be members of the 
Board. If any of the shareholders having appointed a member 
to the Committee sells a not insignificant part of their shares in 
the Company and ceases to qualify as a large shareholder with 
rights to appoint a member to the Committee, the respective 
member should resign from the Committee, and a new mem-
ber should be appointed by the next large shareholder. The 
Chairman of the Board shall, as part of the Committees’ work, 
present any matters regarding the Board’s work that may be of 
importance for the Committee’s work, including an evaluation 
of the work of the Board and the requirements and skills set to 
be represented by the Directors, to the Committee;

•  individual shareholders shall have the possibility to give sug-
gestions regarding members of the Board to the Committee for 
further assessment within its scope of work;

•  information regarding the composition of the Committee shall 
be made public at least six months before the annual general 
meeting; and

•  the Committee shall have the right to charge the Company 
costs for recruitment consultants, if it is deemed necessary to get 
an adequate selection of candidates for members of the Board. 

The task of the Nomination Committee is to prepare and sub-
mit proposals to the Annual General Meeting for the election of 
Board members and the size of the fees paid to Board members 
and other Committees of the Board (currently being the Audit 
Committee and Remuneration Committee).

The Nomination Committee is intended to meet as often 
as necessary, but at least once per year. In advance of the 2009 
AGM the Nomination Committeehave met twice as a Commit-

tee and once with the Chairman of the Audit Comittee of Ori-
flame. All meetings were attended by each and everyone of the 
committee members.

In accordance with the nomination process approved by the 
Annual General Meeting, the Chairman of the Board, Robert af 
Jochnick, may be elected to the Nomination Committee, which 
did indeed occur in 2008. Carlos von Hardenberg, Templeton; 
Per Hesselmark, Stichting af Jochnick Foundation; Åsa Nisell, 
Swedbank Robur; Carl Rosén, 2nd AP-Fund and Thomas Ehlin, 
Nordea Investment Funds were also appointed to the Commit-
tee. Per Hesselmark have been the chairman of the Nomination 
Committee. No remuneration were paid to the members of the 
Nomination Committee. 

The work of the Nomination Committee constituted in 2008 
comprised the following: As a basis for the Committee’s work, 
information on the Company’s operations and strategic focus 
was presented by the Chairman of the Board at the first meet-
ing. The Chairman of the Board also reported on the Board’s 
work during the year. An external consultant reported on an 
audit performed on the board. The conclusions of the external 
audit were similar to the conclusions reported by the Chairman 
of the Board. After evaluating the work of the Board the Com-
mittee drew the conclusion that the Board has been function-
ing well and that the critical competences have been adequately 
represented on the Board. The aim of the principal owners is 
that elected Board members shall represent knowledge and com-
petence relevant for Oriflame’s operations. Independent Board 
members are included in compliance with requirements that 
apply for publicly listed companies in Sweden.

The Nomination Committee has thereafter formulated pro-
posals for the Annual General Meeting to be held on 19 May 
2009. The proposals have encompassed details relating to the: 

i. composition of the Board of Directors;
ii. fees paid to Board members; and
iii. appointment of Auditors.

The Nomination Committee has decided to propose to the 
2009 Annual General Meeting that it re-elect all current board 
members (being Robert af Jochnick (Chairman), Lennart Björk, 
Magnus Brännström, Marie Ehrling, Lilian Fossum, Alexander 
af Jochnick, Jonas af Jochnick, Helle Kruse Nielsen and Chris-
tian Salamon). Lennart Björk, Marie Ehrling, Lilian Fossum, 
Helle Kruse Nielsen and Christian Salamon are independent of 
the Company, the Company’s Management and the Company’s 
large shareholders. Magnus Brännström is not independent from 
the Company, being the Company’s CEO. Robert, Jonas and 
Alexander af Jochnick are not independent from the Company 
nor from its major shareholders: Robert and Jonas af Jochnick 
are co-founders of the Company and together with other mem-
bers of the af Jochnick family they constitute the largest share-
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holder of the Company. They have been members of the Board 
since 1970. Alexander af Jochnick was an employee of the Com-
pany from 1999 to 2007. Alexander af Jochnick continues to be 
involved in the Company outside his duties as a Board mem-
ber on a request and availability basis determined by the CEO. 
Remuneration for his assignments outside the directorship shall 
be agreed between the CEO and Alexander af Jochnick and shall 
be on a time spent basis. Alexander af Jochnick’s total remunera-
tion (including remuneration for board assignment) shall not 
exceed €100,000 per annum. The Board shall continuously be 
informed of his assignments for the Company.

After a review of the Board’s compensation the Nomination  
Committee resolved to propose to the 2009 Annual Gen-
eral Meeting to leave the board and committee remuneration 
unchanged.

The Nomination Committee resolved to propose to the 2009 
Annual General Meeting that the current Auditors, KPMG S.à r.l, 
be re-elected.

Remuneration Committee
Each year following the Annual General Meeting, the Board 
appoints a Remuneration Committee. The Remuneration Com-
mittee elected in 2008 consists of three members, being Lennart 
Björk, Lilian Fossum and Robert af Jochnick. The task of the 
Committee is to review remuneration and other material terms 
of employment for the Company’s executive directors, senior 
executives and other key personnel. Based on its reviews the 
Remuneration Committee prepares proposals for resolutions, 
subject to final approval by the Board. The Remuneration Com-
mittee meets when necessary. During 2008 the Remuneration 
Committee has met three times.

Audit Committee
The Company’s Audit Committee is appointed by the Board 
each year following the Annual General Meeting. The Audit 
Committee reviews internal and external information, works 
with the external Auditor on the audit plan and internal controls, 
and discusses with management the audit results. The Audit 
Committee reviews matters related to the Company’s and the 
Group’s accounting, financial reporting and internal control as 
well as financial risk exposure and risk management. It further-
more reviews the work of the Auditors. Based on their reviews 
the Audit Committee prepares proposals for resolutions, subject 
to final approval by the Board. The Audit Committee meets at 
least biannually. In 2008 the Audit Committee met five times. 
Current members of the Audit Committee are Marie Ehrling, 
Jonas af Jochnick, Helle Kruse Nielsen and Christian Salamon.

Auditor
The Annual General Meeting held on 19 May 2008 resolved 
to elect KPMG Audit S.à r.l. as independent auditor in respect 
of the statutory accounts until the close of business of the next 
Annual General Meeting to be held on 19 May 2009. KPMG 
Audit S.à r.l. is the Luxembourg member firm of KPMG Inter-
national and has been engaged as Oriflame’s independent audi-
tor since 21 May 2007. The KPMG Audit S.à r.l. team is headed 
by Dennis Robertson. During the past three years, KPMG Audit 
S.à r.l. has provided advice to the Company on fiscal matters. 
Apart from his engagement with Oriflame, Dennis Robertson 
holds no assignments for any persons affiliated with Oriflame 
or for any of Oriflame’s larger shareholders. Dennis Robertson 
and members of his team met with the Board on 19 February 
2008 and on 10 February 2009 in order to present their findings 
and report on their views on the quality of Group reporting and 
affiliated matters related to Group auditing. KPMG members 
have also regularly discussed with the Audit Committee.

Oriflame Management and Organisation
CEO and Corporate Committee
The CEO is appointed by the Board and is responsible for the 
day-to-day control of the Group. Oriflame’s Chief Executive Offic-
er Magnus Brännström was born in Sweden in 1966. He studied 
law and received his Masters of Science in Business Administra-
tion and Economics from Uppsala University. Mr. Brännström 
worked for Spendrups, a Swedish brewery, before joining Ori-
flame as Managing Director of Russia in 1997. He then became 
Regional Director for the CIS and Asia regions. Mr. Bränn- 
ström assumed his position as CEO of Oriflame in March 2005.

The Corporate Committee is responsible for the implementa-
tion of the Group strategy, business control and the distribution 
of resources between the regions. The Corporate Committee is 
headed by the CEO. In addition to the CEO, the Corporate 
Committee consists of Jesper Martinsson (Chief Operating 
Officer) and Gabriel Bennet (Chief Financial Officer).

Executive Business Review
The day-to-day business of the Group is in turn reviewed in 
a cross functional Integrated Business Management Procedure. 
Once a month, the Corporate Committee invites certain senior 
managers to an Executive Business Review meeting, in which 
the current supply and demand status within the Group is 
reviewed and decisions are taken to alter any direction (if any). 
To the Executive Business Review the Global Supply Director, 
the Chief Marketing Officer, the Business Development Direc-
tor and the Human Resource Director are normally invited. The 
Executive Business Review covers all core business processes 
within Oriflame, such as New Product Development, Demand 
& Catalogue and Supply Chain. The process is illustrated by the 
model on page 67.
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Regional management
Oriflame distributes its products through a network of almost 
3 million independent sales consultants in 61 countries. Group 
segmentation is based on geographic cosmetics sales by region, 
currently being CIS & Baltics, EMEA, Asia and Latin America. 
Each region has its own staff and resources to facilitate its effec-
tive control and is headed by a Regional Director. Each Regional 
Director reports to the COO.

Oriflame has local presence in each region in the form of 
wholly owned sales companies in a total of 47 markets. In 14 
markets, Oriflame acts through franchise arrangements with 
local distributors rather than through subsidiaries. Oriflame is a 
decentralised organisation where the local sales companies take 
full responsibility for managing their sales consultants and deliv-
ering products. The sales companies are organised into three 
main areas: Sales and Marketing, Operations and Finance & 
Administration. Most sales companies operate with their own 
warehouse facilities and are headed by a managing director. In 
addition to daily operations, the tasks of regional management 
include drawing up proposals for strategic regional development 
and investment. These are reviewed by the Executive Business 
Review and presented to the Board for approval.

Global Support and Service
The sales companies are supported by global service functions. 
The global support and service functions consist of directors 
and staff for the Finance, Supply, IT and Online, Global HR, 
Marketing and Sales Support functions. Today, Oriflame’s global 
support and service functions are located primarily in Fribourg, 
Switzerland; Warsaw, Poland; Stockholm, Sweden; Prague, 
Czech Republic and Bray, Ireland where support functions in 
the fields of R&D, Global HR, Marketing, Sales Support, Glo-
bal Supply, IT, Online and Finance are placed. The teams work 
together with the common objective of giving Oriflame a com-
petitive advantage by supplying first class service and support to 
the local sales companies.

Principles of remuneration for senior executives
Salaries
Oriflame offers competitive salaries according to position and 
market in order to attract and retain the best individuals for the 
positions.

Fixed and variable components
Oriflame allocates 6.5 percent of any increase in operating profit 
to profit sharing to be shared among the Company’s top man-
agement, however for each individual never more than an equiv-
alent of 12 months salary. The allocation is according to position 
and flexed according to performance in the year. The 6.5 percent 
includes Company cost for social charges. 

Moreover, the Company offers a share incentive plan that cov-
ers the top (approx.) 200 Executives and Managers. Each year 
the individuals covered by the plan are invited to invest in a 
number of shares at the current market price. In return for this 
they will receive between 0 and 4 free shares in three years time, 
depending on the increase in operating profit. For further infor-
mation, see Note 19 to the consolidated financial statements in 
the Annual Report.

Pensions
Members of the Senior Management are offered pension ben-
efits that are competitive in the country where the individual is 
resident. Oriflame pays pensions into an independent defined 
contribution scheme. In addition, Oriflame has defined contri-
bution schemes for some of its employees in compliance with 
pension requirements in the countries in which it operates.

Non-monetary benefits
Members of the Corporate Committee and certain other Execu-
tives are entitled to customary non-monetary benefits such 
as company cars and company health care. Moreover, certain 
individuals may be offered company housing and other benefits 
including school fees.

Risk management
Strategic and operational risks
Oriflame’s business depends significantly upon its ability to retain 
its existing sales consultants and recruit new sales consultants. If 
management is unsuccessful in this regard, the Company’s sales 
are likely to decline. In addition, the loss of key high-level sales 
consultants could adversely impact the growth of the distribu-
tion network and, as a result, sales.

Oriflame’s operations in the CIS region accounted for over 
50 percent of Group sales and profits in 2008. The Company’s 
business could be materially adversely affected by political and 
economic instability in this region.

Sales of Oriflame products depend to a significant extent 
upon brand recognition and the goodwill associated with the 
Company’s trademarks and trade names, and its business could 
be harmed if its brand recognition is hurt or if management is 
unable to protect the trademarks and trade names.

Oriflame is dependent on its manufacturing facilities in 
Poland, Sweden, India, China and Russia as well as on third-party 
manufacturing facilities. Any interruption in these facilities, or 
the loss of a third-party manufacturer, could negatively impact 
the business, financial conditions and results of operations.
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Financial risks
Given the significant international aspects of Oriflame’s business, 
governmental authorities may question its inter-company trans-
fer pricing policies, assert conflicting claims over the taxation 
of company profits or change their laws in a manner that could 
increase its effective tax rate or otherwise harm the business.

Oriflame is exposed to the risk of currency fluctuations in 
many countries and these fluctuations may have a material effect 
on the results of operations and financial condition. The Com-
pany experiences both currency translation and currency trans-
action exposure. Currency fluctuations may affect the compara-
bility of Oriflame’s results between financial periods.

Other risks
Oriflame is exposed to economic, political, legal and business 
risks associated with its international sales and operations, par-
ticularly in emerging markets.

Comply or Explain
According to the Code, the Nomination Committee is to make 
recommendations on audit fees. The Nomination Commit-
tee has resolved not to propose the Auditor’s remuneration to 
the Annual General Meeting as this is not a matter for General 
Meetings under the Articles of Association of the Company or 
under the laws of Luxembourg.

Oriflame does not host its General Meeting in the Swedish 
language as the location for Oriflame General Meetings is Lux-
embourg and the majority of voting rights are held by individu-
als and entities located outside Sweden.

Report on internal control and monitoring
Control environment
The Board has the overall responsibility to ensure that the Com-
pany’s system for management and internal control is effective. 
The Company’s internal control procedures cover all units with-
in the Group and include policies for measurement, acquisition 
and protection of assets, controlling the accuracy and reliability 
of reports, benchmarking between units to share best practice 
and ensuring compliance with defined guidelines. The policies 
and guidelines are intended to create a foundation for good 
internal control. 

The Board has also ensured that the organisational structure 
is logical and transparent, with clearly defined roles, responsi-
bilities and processes that facilitate the effective management 
of operational risks and ensure that the Company fulfills its 
goals.  The structure includes the evaluation by the Board of the 
business performance and results through reports that contain 
results, forecasts and targets.  The Board reviews the interim and 
annual reports before they are presented.

The Audit Committee monitors effectiveness of internal con-
trols, considers critical accounting questions and regulatory 
compliance. The auditors are invited to participate in the regular 
meetings of the Audit Committee.

Control structure
Control activities have been implemented in financial reporting. 
Each region and the Supply division has appointed a controller 
who reports directly to the CFO. The controllers are responsi-
ble for the implementation and maintenance of internal con-
trols as well as reporting in accordance with Group guidelines 
and ensuring that local laws and regulations are followed. They 
monitor the operations performing analytical controls such as 
follow-up on forecasts and budgets, analysis of results and bal-
ance sheet items. The results of this work are regularly reported 
to management and group functions concerned. The functions 
regularly monitor their respective areas of responsibility in order 
to identify potential risks and errors. 

Information and communication
The company has information and communication channels 
intended to ensure the effective provision of accurate informa-
tion regarding financial information. Policies and guidelines on 
financial reporting are revised and updated continuously and are 
made available throughout the organisation on the Company’s 
intranet and via memorandums and internal meetings. There 
are also formal and informal information channels that enable 
employees to communicate important information to relevant 
recipients.

A clearly defined policy for communication and information 
with external parties is in place on Company’s intranet to ensure 
that accurate and appropriate information is provided to exter-
nal parties.

Follow up
In 2008 the Audit Committee approved and together with the 
Corporate Committee organised and launched an internal con-
trol project and risk management assessment of the Company. 
The project has several stages starting with review of Financial 
Statement Risk Assessment (FSRA). A comprehensive FSRA 
was performed by one of the “Big Four” audit firms supported 
by appointed Steering Group from the Company. The review 
focused on risks that could have a material impact on the finan-
cial statements. Gap analysis between existing controls and nec-
essary controls was performed at most significant locations. A 
self-assessment questionnaire encompassing significant financial 
risks and suggested controls at Oriflame was produced. The 
questionnaire was completed by Oriflame entities as at the end 
of 2008. The results were reviewed by the regional controllers.
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Financial       appraisal

STRATEGY 
BUSINESS PLAN
PERFORMANCE

Demand & Cat.
 Review

Chaired by the COO

Executive 
Business Review
Chaired by the CEO

Product Review
Chaired by the 

Chief Marketing Officer

Supply Review
Chaired by the 

Global Supply Director

Integrated Reconcilitation

Latest view &
recommendation

The project continues in 2009 with documentation of proc-
ess flows at pilot locations and identification of company level 
monitoring controls. This stage will be concluded with the 
preparation of self-assessment programs on lower risk items that 
will enable on-going testing performed by management. The 
purpose of the project is to further develop a sustainable con-
trol process embedded into the Company’s business rather than 

through the introduction of a separate internal audit function. 
The Board resolved in its meeting held on 10 February 2009 

to, in accordance with the recommendation from the Audit 
Committee, continue to operate without a formal internal audit 
function.

This report on internal control and monitoring has not been 
reviewed by Oriflame’s auditors.



68 | Oriflame Annual Report 2008

Board of directors

Robert af Jochnick 

Born in 1940.

Co-founder of Oriflame and 
Chairman of the Board since 
2000.

Elected to the Board in 1970.

Member of the Nomination 
Committee and the Remu-
neration Committee. LLB 
Stockholm University and 
BSc in Business Administra-
tion Stockholm School of 
Economics.

Chairman of Credus Man-
agement AB, Mint Capital 
Ltd and the af Jochnick 
Foundation.

Board member of Medicover 
Holding S.A., the World 
Childhood Foundation, 
GoodCause Foundation, 
GoodCause Holding AB 
and Research Institute of 
Industrial Economics.

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 3,973,851.

Not independent from the 
Company nor its major 
shareholders.

Lennart Björk 

Born in 1942.

Elected to the Board in 2005.

Member of the Remunera-
tion Committee.

Chairman of the board of 
Gant Company AB.

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 16,000.

Independent from the 
Company and its major 
shareholders.

Marie Ehrling 

Born in 1955.

Elected to the Board in 2007.

Member of the Audit  
Committee. 

BSc Stockholm School of 
Economics.

Board member of Nordea 
Bank AB, Securitas AB, 
Schibsted ASA, HomeMaid 
AB (Chairman), Safegate AB, 
World Childhood Founda-
tion,  Business Executive 
Council IVA and CASL 
at Stockholm School of 
Economics.

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 300.

Independent from the 
Company and its major 
shareholders.

Lilian Fossum

Born in 1962.

Elected to the Board in 2007.

Member of the Remuneration 
Committee. BSc in Business 
Administration Stockholm 
School of Economics.

Member of the board of 
Axel Johnson International 
AB, Holmen AB, Novax AB, 
Retail and Brands AB (as of 
2009), Servera AB, Svensk 
BevakningsTjänst AB and 
Åhléns AB. Executive Vice 
President and CFO of Axel 
Johnson AB.

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 500.

Independent from the 
Company and its major 
shareholders.

Alexander af Jochnick 

Born in 1971.

Elected to the Board in 2007.

BSc in Business Administra-
tion Stockholm School of 
Economics. 

Member of the board of 
Cibes Lift AB and Credus 
Management AB. Founder 
and boardmember of Seri-
ous Nature AB.

Shareholding in Oriflame 
as at 31 December 2008: 
418,884.

Not independent from the 
Company nor its major 
shareholders.

Jonas af Jochnick 

Born in 1937.

Co-founder of Oriflame.

Elected to the Board in 1970.

Member of the Audit 
Committee. LLB Stockholm 
University. MBA Harvard 
Business School.

Chairman of Medicover 
Holding S.A., Celox S.A. and 
Oresa Ventures S.A. 

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 5,057,217.

Not independent from the 
Company nor its major 
shareholders.

Helle Kruse Nielsen

Born in 1953.

Elected to the Board in 2005.

Member of the Audit  
Committee.

BSc from Copenhagen  
Business School.

Board member of  
Gumlink A/S, Swedbank,  
Aker BioMarine ASA

Shareholding in Oriflame as 
at 31 December 2008: 1,000.

Independent from the 
Company and its major 
shareholders.

Christian Salamon 

Born in 1961.

Elected to the Board in 1999.

Member of the Audit  
Committee.

MSc Royal Institute of 
Technology. MBA Harvard 
Business School.

Chairman of the board of 
OSM Holding AB and NCAB 
Holding AB.

Board member of Lamiflex 
International AB, Unlimited 
Travel Group AB and Oresa 
Ventures S.A.

Advisory board member 
of Sustainable Technologies. 
Fund and Investment Com-
mittee member of Fagerberg 
& Partners.

Shareholding in Oriflame as 
at 31 December 2008: 9,240

Independent from the 
Company and its major 
shareholders.

Magnus Brännström 

Born in 1966.

Chief Executive Officer.

Elected to the Board in 2005.

Law studies and MSc,  
Uppsala University.

Shareholding in Oriflame 
as at 31 December 2008 
(including immediate family 
members): 200,000.

Not independent from the 
Company being CEO.
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Christian Salomon  Lilian Fossum  Alexander af Jochnick  Helle Kruse Nielsen  Robert af Jochnick  Magnus Brännström  Jonas af Jochnick  Marie Ehrling  Lennart Björk
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Senior management

Torsten Hustert

Division Financial 
Controller – Marketing 
& R&D

Georgi Karapanchev

Finance Director

Michaela Beltcheva

Legal Director

Gabriel Bennet

Chief Finance Officer

Patrik Linzenbold

Investor Relations 
Manager

Christian Jönsson

IT Director

Robbin Chibba

Regional Finance 
Controller –  
EMEA South  
& North

Carlos  
Gonzalesguerra

Regional Finance 
Controller –  
Latin America

Tatiana Egorova

Regional Finance 
Controller –  
CIS & Baltics

Rolf Berg

Global Human 
Resources 
Director

Magnus 
Brännström

Chief Executive 
Officer

Pontus Muntzing

Regional Finance 
Controller – Asia

Peter Hugod

Regional Financial 
Controller  
– EMEA Central

Kjell  
Blydt Hansen

Division Business 
Controller –  
Global Supply
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Jacques Mathieu

Consumer Insight 
Director

David James

Clobal Creative 
Director

Mary Lord

R&D Director

Stefan Karlsson

Chief Marketing 
Officer

Neil Holden

NPD Process 
Director

Malin Rotzius

Catalogue  
Production Director

Jolanta Pastor

Marketing  
Director 

Maciej Zyhatynsky

Group Logistics  
Director

Joanna Poplawska

Group Manufacturing 
Director

Jonathan Kimber

Global Supply Director

Edwin Koehler

Group Purchasing 
Director

Mathias Ericsson

Supply Process & 
Projects Director

Sean Monaghan

Group Quality  
Assurance Director

Michael Cervell

Director –  
Global Sales 
Support

Johan Rosenberg

Regional Director  
– CIS & Baltics

Thomas Ekberg

Regional Director 
– Asia

Pavlina Marinova

Sales Operations 
Director

Jesper  
Martinsson

Chief Operating 
Officer

Stephen Syrett

Catalouge & 
Forecasting 
Director

Johan  
Nordström

Regional  
Director – EMEA

Sandro Ragonesi

Regional  
Director – LA
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Reports and information can be obtained from:
www.oriflame.com


