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DEFINING HIGH-TOUCH

Since Mrs. Estée Lauder founded our Company in 1946, we have always differentiated ourselves by 

exceeding expectations in everything we do. The craftsmanship and quality of our products, combined 

with our commitment to excellent personalized service and education, come together to deliver superior 

 performance and to inspire positive emotions in our consumer. This extraordinary experience is what we 

call High-Touch. 

High-Touch is the unique connection that exists at counters and in our stores around the world and 

how we delight our consumer and continue to meet her desire for the ultimate product effi cacy 

and prestige experience.

Simply put, High-Touch is bringing the best to everything we do and one of the ways we will achieve 

our Company’s vision to be the global leader in prestige beauty.
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Dear Fellow Stockholders:

Fiscal 2009 was a time of tremendous transformation for The Estée Lauder Companies. The global  economic 
downturn prompted us to change the way we operate even more quickly, while at the same time we began 
 laying the foundation for the Company’s new four-year strategy.

I am particularly proud of how our talented people successfully managed the business against this challenging 
backdrop. Despite reduced consumer spending, we were able to gain share in many important countries 
and channels, thanks to our employees’ hard work and creative efforts.

We also focused on gaining effi ciencies and fostering more collaboration across our brands, regions and 
channels. During the year, we resized the Company to compensate for lower sales and restructured the 
Company by introducing new processes and leadership teams for improved organizational alignment.

William Lauder and I, together with the Company’s top leadership, spent much of the year developing 
a strategic plan that we believe will generate sustainable, profi table growth for the long term. The strategy 
focuses our resources on our most promising opportunities worldwide by brand, category, region 
and channel.

FABRIZIO FREDA

PRESIDENT AND CHIEF EXECUTIVE OFFICER’S LETTER







59% $4.30 billion

 41% $3.02 billion

51% $3.19 billion

 49% $3.09 billion
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20092008200720062005

18.021.019.919.720.6

20092008200720062005

416.2332.3355.2466.7 249.6

OPERATING WORKING CAPITAL
Accounts receivable plus 

inventory less accounts payable
(As % of net sales)

FREE CASH FLOW†

Net cash fl ow from continuing 
operations less capital expenditures

(Dollars in millions)
Compound Annual Growth Rate 13.6%

NET SALES BY DISTRIBUTION CHANNEL

2009
$7.3 billion

1991
$2 billion

1985
$1 billion

1972
$100 million

1953

HISTORICAL NET SALES GROWTH

2005 2009
37% North American Department Stores 30%

23% International Department Stores 27%

14% Perfumeries 15%

7% Retail Stores 9%
7% Travel Retail 7%
5% Salons / Spas 4%

Other (including distributors)7% 8%

 2005  2009
 $6.28 billion  International  U.S. $7.32 billion

GLOBAL NET SALES
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WHAT OUR BEST, BRIGHTEST AND MOST CREATIVE 
PEOPLE CAN ACHIEVE.







numerous strengths, including an emphasis on product quality, performance, average cost over time and the 

personal service provided by our highly trained beauty advisors and makeup artists. 

Two brands that evolved their High-Touch service models and communicated value to consumers in 

fi scal 2009 were Bobbi Brown and Origins. At Bobbi Brown counters, there were an increased number of 

 complimentary makeup lessons provided to consumers, and Origins introduced complimentary mini-facials 

at its free-standing stores. Other brands adapted to consumer needs with smaller, less-expensive sizes of 

best-selling products, and certain department stores began discreetly  displaying prices of our products at 

the counters.

18

Jo Malone specializes in the art of fragance combining.



19

World Ocean Day edition Crème de la Mer.

LA MER RAISED OVER 
$250,000 THIS YEAR FOR 
OCEANA,  THE WORLD’S 

LARGEST INTERNATIONAL 
OCEAN ADVOCACY GROUP.

Bobbi Brown demonstrates her 10-Step Beauty routine for editors in Dublin.



We continue to evolve our signature High-Touch approach to meet our consumers• preferences. One 

of the ways we do this is by adapting our brands to meet consumers• changing tastes and needs. 

At Clinique•s new Dermatological Concern display towers, for example, products are grouped together 

according to one of four common skin care concerns. These •grab and goŽ kits allow the  consumer to decide 

the level of service she would like to receive „ from a full consultation to express, self service. 
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Tom Ford made a personal appearance at Selfridges in London to sign bottles for a fragrance launch.



Another way we leveraged our imagination was by creating a sense of beauty, glamour and fun for our 

consumers who want to be stylish even in dif“ cult “ nancial times. No brand understands this idea better 

than M.A.C, the largest makeup brand in the U.S. prestige arena. In the U.S., where sales of prestige makeup 

declined, M.A.C gained share by continuing to capture the imagination of our fashion- conscious consumers. 

The Hello Kitty collection for the spring was one of the brand•s most successful launches, thanks to innova-

tive marketing, brightly colored products and universal appeal. The limited-edition color story sold out 

 worldwide in retail stores and online, and was the most successful collaboration in the brand•s history.

While continuing to ignite our imaginations, we never lost sight of the fact that, despite a dif“ cult economy, 

devoted consumers recognize the necessity of maintaining their skin care regimens. The Estée Lauder 

brand  acknowledged this desire and reinforced it with a multi-touch, global marketing campaign 

to launch its reformulated Advanced Night Repair Synchronized Recovery Complex (ANR). The brand 

21

ADVANCED NIGHT REPAIR WAS 
UPDATED IN 2009 TO PROVIDE 
CONTINUOUS, NIGHTTIME 
REPAIR WITH REVOLUTIONARY 
TECHNOLOGY.

Estée Lauder Advanced Night Repair Synchronized Recovery Complex.



also understood that another way to communicate its high-performance promise to consumers was by 

 incorporating cutting-edge, 21st-century technology into the next generation of this iconic product. This 

message appealed to the consumer with both science and emotion with the headline, •DNA Damage .

Is it aging your skin too fast? Our scientists de“ nitely think so. New. Advanced Night Repair. The revolutionary 

new formula beautiful skin can•t live without.Ž The newest version of ANR is already shaping up to be one of 

the most successful launches in the brand•s history, proving that the •little brown bottleŽ continues to have 

a loyal global following 27 years after its initial introduction.

As a Company, we used our collective imaginations to satisfy our consumers• ongoing quest for information 

and responded to their increasing desire to learn more about our products, often before making a purchase. 

22

Sean John I AM KING was awarded the 2009 FIFI Fragrance of the Year for the Men•s Luxe category.



We provided a range of options for them to learn about, and buy, our products through a wide array                   

of digital experiences. The Bumble and bumble brand, for example, launched its “ rst e-commerce site                   

and it has already exceeded plan. In other efforts to expand and improve our e-commerce capabilities, 

Estée Lauder and Clinique launched web sites in China and M.A.C debuted a web site in Korea. 

The online universe is rapidly expanding with a number of exciting marketing initiatives, particularly in the 

growing realm of social media. On sites like Twitter, Facebook and YouTube, many of our brands built 

increased capabilities to attract new consumers and keep existing ones up to date on their latest news. 

Our Bobbi Brown brand, which speaks directly to women about beauty and self image, launched a Twitter 

pro“ le (@AskBobbiBrown) which allows the brand•s makeup artists around the world to answer questions 

and  communicate with consumers directly. In addition to providing a new way to evolve our signature 

 High-Touch personal service, Twitter allows Bobbi Brown herself to engage with fans and share the brand•s 

philosophy. As the “ rst of the Company•s brands to launch a Twitter page, Bobbi Brown•s micro-blog was 

named to the Cosmetology School Guide•s •Top Fifty Stylish Beauty and Makeup Blogs.Ž

23



The brand•s success in effectively utilizing social media combined with its strong e-commerce capabilities 

resulted in a 20 percent increase in online sales in “ scal 2009.

Direct response television continues to be another important channel of distribution for a number of 

our brands, not only in the U.S., but in many countries around the world. After consumers see our brands 

 demonstrated on television by our spokespersons, there is often a noticeable increase in department 

store sales.

Beyond computer and television screens, we also saw opportunities to enhance the way we touch our 

 consumers at beauty counters around the world. Prestige retailers have always been among our greatest 

partners. Throughout the year we worked closely with them to create inviting shopping destinations and 

24

Jo Malone tastemaker event in Cape Town, South Africa.



imaginative promotions to emphasize the desirability of our brands and the added value of our services. 

These efforts are helping us meet our collective goal to bring traf“ c back into department stores. 

To better adapt our products and marketing to satisfy the desires of our regional consumers, we started to 

make a more focused effort to leverage research and development, along with consumer intelligence, across 

markets. A heightened regional focus and a better local understanding should enable us to improve our local 

marketing capabilities and better meet the needs of our consumers. 

Imagination is just one of the many strengths we are using to ensure our Company continues to prosper. 

When we combine our  imagination with our history of superior creativity and entrepreneurship, we are able 

to create breakthrough products and services that satisfy consumers• greatest desires. 
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Bobbi Brown Metallic Long-Wear Cream Shadow.

THE COMBINED SUCCESS OF OUR BRANDS• NUMEROUS 
GLOBAL ONLINE EFFORTS RESULTED IN A MORE THAN 25 
PERCENT INCREASE IN E-COMMERCE SALES.





THE COLLECTIVE EFFORTS OF OUR EMPLOYEES WILL 
ENABLE US TO BE A TRULY GLOBAL COMPANY.



Under the guidance of these leadership teams, our employees are working even more collaboratively and 

 productively. This is leading to improved productivity and a greater ability to deliver sustainable, profi table 

growth for the Company. 

The establishment of our new North American affi liate is a prime example of how we are forming 

 inter disciplinary teams to better serve our customers’ needs. The affi liate will provide a single point of  

contact for our retailers, streamlining their interactions with us, which should strengthen our relationships 

with our  customers and free up resources to ultimately increase store traffi c. From an internal perspective, 

the new affi liate will allow for more focused service and enhanced support to all of our brands. 
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Natural ingredients displayed at an Origins editor event.



Donna Karan Cashmere Mist collection.

To better integrate our brands, we have organized them into four clusters according to channel and 

consumer segmentation. This enables our brands to draw upon their great strengths and share their deep 

knowledge with each other.

HIGH-END PRESTIGE BRANDS AND MAKEUP ARTIST BRANDS

Estée Lauder, M.A.C, Bobbi Brown, Prescriptives, La Mer, Jo Malone, Tom Ford Beauty

PRESTIGE SKIN CARE AND ALTERNATIVE CHANNELS 

Clinique, Origins, Ojon

FRAGRANCE LICENSING AND CREATIVE INCUBATOR 

Aramis and Designer Fragrances, BeautyBank

SALON AND PHARMACY CHANNEL 

Aveda, Bumble and bumble, Darphin
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Very Hollywood Michael Kors advertisement.
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Clinique Dramatically Different Moisturizing Gel being manufactured in Melville, N.Y.



Adding to the effectiveness in this area is the improved management and integration of our supply chain 

across the Company. Our supply chain team is enhancing its involvement at each stage of the product life 

cycle, from helping brands conceive of ways to reduce manufacturing costs at inception to managing 

 inventory on a more integrated basis. This is already showing improvements in better alignment of supply 

and demand, quicker response time to demand changes and stronger regional production capabilities.
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AS A RESULT OF OUR FOCUSED INTEGRATION 
EFFORTS, WE ACHIEVED A 16 PERCENT SKU REDUCTION 
IN FISCAL 2009.





WE CONTINUE TO SURPRISE AND DELIGHT 
OUR CONSUMERS.
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Innovation touches almost every aspect of our business and has always been at the heart and soul of 

The Estée Lauder Companies. From product and brand development to innovative service, packaging, 

design and marketing, we are continuously evolving our High-Touch, individualized service model to reach 

21st-century consumers. 

Our employees are at the crux of this creativity and over the past year we have developed an innovation 

strategy that will help us focus on fewer, bigger ideas in high-priority areas, source the best ideas from 

An advertisment for Aveda•s Dry Remedy Hair Care collection. Bumble and bumble Bandball.



Additionally, we are enhancing our capabilities in consumer research and continuing to infuse consumer 

insights into our creativity and product development. This will provide an important catalyst to our 

evolving innovation process. 

Recent consumer research has recon“ rmed what we already know, that skin care is important to consumers 

around the globe and that they have speci“ c needs depending on their region. Their concerns 

include  dullness, redness, hyper-pigmentation, lines and wrinkles. In “ scal 2009, we  produced many 

outstanding products to address these speci“ c needs, which led to a variety of important  breakthroughs, 

helping us to continue our leadership position in skin care.

An advertisement for Estée Lauder Time Zone Line and Wrinkle Reducing Creme SPF 15. 
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Clinique Redness Solutions Instant Relief Mineral Powder works as a makeup and skin care product.

43
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An advertisement for Origins Youthtopia Age-correcting serum with Rhodiola.

Nature•s alternative to nips & tucks*.
 75% agreed their skin felt “  rmer

 73% saw younger-looking skin with fewer lines

Discover Youthtopia ’  Age-correcting serum with Rhodiola. Powered by the legendary 
plants, Rhodiola rosea and Amalaki, and clinically proven by science, this potent complex 
rapidly and visibly helps restore “ rmness and elasticity and repair the appearance of lines 
and wrinkles. So what you see and feel is a tighter, tauter complexion that appears 
signi“ cantly younger. Growing older will just have to wait.





We are also carefully mapping out opportunities to round out any gaps in our existing product lines. When 

Bumble and bumble, our stylist-driven hair care brand, wanted to develop technologically advanced gels, the 

brand mined both professional hair stylist and consumer insights and set out to create products that were 

true to its edgy personality and would surpass anything offered by competitors.  The results were Bb. Gel and 

Gellac. Bb. Gel is a modern rendition of the old standby, but with fl exibility, strength and brushable hold. 

Gellac is a gel-lacquer for extreme hold and intricate styles with a lacquer hard, glistening fi nish. Both were 

created using advanced technology and are quickly becoming two of the brand’s most in-demand products 

for stylists and consumers.
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M.A.C Mineralize collection.

MINERALIZE
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Estée Lauder was launched in 1946 and is the fl agship brand of The Estée Lauder Companies. Estée Lauder 
products are sold in more than 140 countries and territories. They are technologically advanced and 
high-performance products with a reputation for innovation, sophistication and superior quality. Select 
products: Advanced Night Repair Synchronized Recovery Complex, Perfectionist [CP+] Wrinkle Lifting 
Serum Corrector for Lines/Wrinkles/Age Spots, Time Zone Line and Wrinkle Reducing Creme SPF 15, 
Re-Nutriv Ultimate Youth Creme, Resilience Lift Extreme Ultra Firming Creme SPF 15, Cyber White EX 
Extra Concentrated Brightening Essence, Nutritious Vita-Mineral Makeup SPF 10, Double Wear Light 
Stay-in-Place Makeup SPF 10, TurboLash All Effects Motion Mascara, Sumptuous Bold Volume Lifting 
Mascara, Private Collection Jasmine White Moss, Estée Lauder pleasures, Beautiful, Bronze Goddess 
and Sensuous.

The Estée Lauder Companies acquired a majority interest in M.A.C in 1994 and full ownership in 1998. 
M.A.C is sold in more than 70 countries and territories. The brand’s popularity has grown through a  tradition 
of word-of-mouth endorsement from makeup artists, models, photographers and  journalists around the 
world. M.A.C is for All Ages, All Races, All Sexes. Known as the color authority that provides products for 
the professional makeup artist and consumers alike, including an extensive range of color cosmetics, lashes, 
brushes, skin care, foundations and accessories. Select products: Dazzleglass, Mineralize, Prep+Prime, 
Studio Sculpt Foundation, VIVA GLAM, Zoom Lash and the Hello Kitty collection.

Bobbi Brown joined The Estée Lauder Companies’ family of brands in 1995. The brand is sold in select 
 retailers in more than 50 countries and territories. An exclusive beauty line developed by celebrated makeup 
artist Bobbi Brown, the brand focuses on service and teaching women to be their own makeup artists. 
Professional line includes color cosmetics, skin care, professional makeup brushes and tools, accessories 
and fragrance. Select products: Luminous Moisturizing Foundation, Creamy Concealer Kit, Shimmer Brick 
Compact, Long-Wear Gel Eyeliner, Long-Wear Cream Shadow, Lip Color, Hydrating Eye Cream, Extra line 
of skin care, Bobbi Brown beach fragrance and related products.
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HIGH-END PRESTIGE AND MAKEUP ARTIST BRANDS



Clinique was founded by The Estée Lauder Companies in 1968 as the “ rst dermatologist-created, prestige 

cosmetic brand. Sold in approximately 140 countries and territories, Clinique•s mission today remains what 

it was from the beginning: to provide the highest quality and most effective products to enhance every 

skin type and concern, offering products for men and women of all ages and ethnicities. The brand•s 

 customized approach and quality products „ all meticulously tested and carefully formulated with the latest 

science „ have made Clinique one of the leading skin care authorities in the world. All makeup and skin 

care products are Allergy Tested and 100% Fragrance Free. Select products: 3-Step Skin Care System, Even 

Better Skin Tone Corrector, Redness Solutions Instant Relief Mineral Powder, Youth Surge Age Decelerating 

Moisturizer SPF 15, High Impact Mascara, Almost Lipstick, Superbalanced Makeup, Clinique Happy and 

Skin Supplies for Men.

Origins was founded by The Estée Lauder Companies in 1990 as the “ rst department store wellness brand. 

The mission at Origins is to create high-performance natural skin care products that are ŽPowered by 

Nature, Proven by Science.Ž Origins uses potent plants, organic ingredients and 100% natural essential oils. 

Origins• long-standing commitment to protect the planet, its resources and all those who populate it, 

is reaf“ rmed by Origins• earth- and animal-friendly practices, packaging and policies. Sold in more than 

25 countries and territories, Origins products are manufactured using a combination of renewable 

resources, wind energy and earth-friendly practices. Origins strives to use recycled materials when possible.  

Select products: Dr. Andrew Weil for Origins Night Health Collection, Make A Difference Ultra-Rich 

Rejuvenating Cream and Youthtopia Age-correcting serum with Rhodiola.

Ojon joined The Estée Lauder Companies• family of brands in 2007. It is sold in “ ve countries. The brand 

creates •wildcrafted beautyŽ products using traditional indigenous ingredients found in the world•s  rainforests. 

The rare, naturally derived elements are hand-harvested to ensure purity and potency. Sustainability and 

preserving the vital natural environments of indigenous  communities around the world are at the heart of 

the brand•s mission. Select products: Restorative Hair Treatment, Ultra Hydrating Shampoo and Conditioner, 

Tunu Elastik Flexible Finishing Hairspray, Rub-Out Dry Cleanser, Batana Body Cream and Swa Instant

Hold Hairspray.
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PRESTIGE SKIN CARE AND ALTERNATIVE CHANNELS



Introduced in 1964 by The Estée Lauder Companies, Aramis was the “ rst prestige men•s fragrance to be 

sold in department stores. Aramis pioneered prestige men•s grooming with its •master plan• that introduced 

20 unique products. Today it remains successful through its strong brand identity and continues as a  symbol 

of masculinity and sophistication. Aramis has created certain classic scents that have withstood the test 

of time. Select products: Aramis Classic, Aramis 900, Aramis Devin, J·H·L, Tuscany Per Uomo, New West, 

Havana, Aramis Life and Aramis Always.

Lab Series Skincare for Men was introduced by The Estée Lauder Companies in 1987. The brand•s team of 

doctors, scientists and skin care specialists use modern technology, advanced ingredients and the latest 

research on men•s physiological and lifestyle needs to develop products with proven results  speci“ cally 

 targeting men•s skin care concerns. Select products: Daily Moisture Defense Lotion SPF 15, Maximum 

Comfort Shave Cream, Active Hand Cream and Active Body Wash.

Tommy Hil“ ger joined The Estée Lauder Companies• family of brands when the exclusive global license 

agreement was signed in 1993. Sold in more than 120 countries and territories. Tommy Hil“ ger produces 

fragrances and body products that re” ect the classic, American cool themes of designer Tommy Hil“ ger. 

Select product lines: tommy, tommy girl, Hil“ ger, Dreaming Tommy Hil“ ger.

Kiton, a prestigious Italian tailoring company that combines the traditions of “ ne Italian tailoring with a 

 reverence for luxury and elegance, joined The Estée Lauder Companies• family of brands when the exclu-

sive global license agreement was signed in 1995. Since 1968, Kiton creations by Signore Ciro Paone have 

 elevated hand tailoring from craft to art form within the sartorial splendor of Italy. Sold in more than 

ten countries and territories, Kiton is a fragrance that embodies the very essence of fashion, elegance 

and sophisticated masculinity. Introduced in March 2007, Kiton Black is a couture version of the original 

 fragrance that re” ects a man•s impeccable taste and the desire to have the very best. Select products: 

Kiton and Kiton Black fragrances.
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FRAGRANCE LICENSING AND CREATIVE INCUBATOR





Daisy Fuentes Beauty was established in 2006 by BeautyBank. Entrepreneur and fashion designer Daisy 
Fuentes expanded on the success of her line of sportswear available at Kohl’s Department Stores, and 
entered the fragrance, bath and body category with the launch of Dianoche. In 2007, the brand introduced 
a  second fragrance, So Luxurious, followed by Dianoche Ocean and Dianoche Love. All fragrances and 
ancillary products are available exclusively in the United States at Kohl’s Department Stores and online at 
kohls.com.

Coach joined The Estée Lauder Companies’ family of brands when an agreement to create fragrances 
and related products for Coach was signed in 2006. Coach, Inc. is the leading marketer of modern 
classic American accessories. The fi rst fragrance, which launched in Spring 2007, embodies the many 
 personalities of the Coach woman — timeless, chic and sophisticated. The signature fragrance launch was 
followed with ancillary and beauty products from Coach, including the Coach Lipgloss Collection, the Coach 
Lipstick Collection, solid perfume charms and body lotions. Coach Legacy, the second fragrance from Coach, 
launched in September, 2008, and is inspired by the classic handbag collection with an unexpected twist of 
modernity. Ancillary products in the Legacy Lipstick collection followed in January, 2009. The  collection is 
available exclusively at Coach retail stores in the United States and Japan and online at coach.com.

Grassroots Research Labs, introduced in 2008 by BeautyBank, is a truly sensorial skin care experience 
that combines nature’s most powerful ingredients with advanced science to deliver extra ordinary results. 
In 2008, Grassroots Research Labs debuted across Europe at Sephora. Grassroots Research Labs’ prod-
ucts are  available exclusively in the United States at Kohl’s Department Stores and online at kohls.com. 
Select  products: Pomegranate Super Anti-Oxidant Cream & Serum, Blue Algae Enriched Firming Cream, 
Vitamin C Power Brightening Cream SPF 25, Happily Ever After Moisture Cream SPF 15 and In Good 
Hands Comforting Hand Cream.
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GREEN CHEMISTRY

Our Research and Development team has embarked on a comprehensive program in Green Chemistry 

 supported by one of the world•s leading authorities on the subject. Our program includes 40 scientists and 

engineers from every aspect of product development, who are focused on developing sustainable product 

design and full lifecycle analysis of our products. The Green Chemistry program brings together the “ nest 

details concerning product composition to our corporate sustainability efforts to complete full Cradle to 

Cradle assessments.
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Employees and supporters at an Aveda •Walk for WaterŽ event, a new global initiative that acknowledges the daily struggle of 
over one billion people around the world who do not have access to clean water. The Aveda Walk for Water campaign unites 
the Company•s network and guests in a series of walks around the world to raise awareness and funds for clean water causes.



ANIMAL TESTING

We were one of the “ rst beauty companies to mandate the complete replacement of animal tests on “ nished 

products nearly 20 years ago. For two decades it has been our policy not to test on animals or to ask others 

to test on our behalf except where required by law. We evaluate every one of our “ nished products in clinical 

tests on volunteer panels. It is the corporate goal of The Estée Lauder Companies to seek the  complete 

 elimination of animal testing on cosmetic products and ingredients worldwide.

ENVIRONMENTAL STEWARDSHIP

In 1991, long before environmental sustainability planning became an expected business practice, a small 

group of innovative senior executives at ELC realized the need for a uni“ ed approach to environmental 

 programs and communications and formed ELC•s Environmental Affairs and Safety (EAS) Committee.

Today, the EAS Committee has seven subcommittees that are responsible for informing our activities in the 

areas of products, facilities, packaging, employee safety and health, reporting, supply chain and share holders. 

The EAS Committee is chaired by the Executive Vice President of Global Supply Chain, who provides  

periodic EAS Committee updates to the Board of Directors.
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WE FINISHED CALENDAR YEAR 2007 AS THE 22ND LARGEST 
 PURCHASER IN THE EPA GREEN POWER PARTNERSHIP •S 
FORTUNE 500 CHALLENGE, AND AS THE SECOND LARGEST 
 PURCHASER AMONG CONSUMER PRODUCTS COMPANIES.



Aveda Distribution
Installs Solar Panels

First VPP Aveda MNSTAR

2008 Green Power Partnership

Supplier Auditing

First CSR Report published 2007 Installed Solar Panels at          
Oakland Facility

Purchased renewable 
energy credits to offset 
100% of our energy use in 
global operations facilities

2006

2005

2004

Retail EHS Division created 2003

2002

Supply Chain EHS reviews begin 2001

2000

1999 ISO 14001 certifi cation
at Manufacturing Sites

1998

EL Pledges to protect 
old growth forests

1997 Energy conservation
program created

1996

1995 EHS metrics collection begins

Global EAS 
Department Created

1994

1993

1992 Waste minimization and recycling
initiatives implemented across U.S.

Melville Environmental Health 
and Safety Department created

1991
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THE EST{E LAUDER COMPANIES HAS PROACTIVELY MANAGED 
ENVIRONMENTAL AND SAFETY ISSUES SINCE 1991

Estée Lauder Companies, Inc. 
Estée Lauder Companies, Inc. 
350 South Service Road 
Melville, NY  11747  
USA

Northtec LLC 
411 Sinclair Street 
Bristol, PA  19007-1525 
USA

Estée Lauder N.V. 
Nijverheidstraat 15 
2260 Oevel 
Belgium

Estée Lauder Companies, Inc. 
Environmental Affairs and 
Safety 
155 Pinelawn Rd., Suite 150N
Melville, NY  11747  
USA

Aramis, Inc. 
5 Thornton Road 
Oakland, NJ  07436-3179 
USA

Whitman Laboratories 
Limited
Bedford Road 
Petersfield 
GU32 3DD 
United Kingdom 

Estée Lauder Cosmetics Ltd. 
161 Commander Blvd. 
Agincourt, Ontario  M1S 3K9 
Canada 

Estée Lauder AG Lachen 
Feldmoosstrasse 2 
CH-8853 Lachen 
Switzerland 

Estée Lauder Cosmetics 
Ltd.
200 Bentley Street 
Markham, Ontario L3R 3L1 
Canada 

Underwriters Laboratories Inc.® (UL) issues this certificate to the Firm named above, after assessing the Firm's 
environmental management system and finding it in compliance with  

ISO 14001:2004 
E N V I R O N M E N T A L  M A N A G E M E N T  S Y S T E M  
for the following scope of registration 

The environmental management system of Estée Lauder Companies, Inc. 
associated with the manufacture of toilet preparation at the following 
locations:  Estée Lauder Companies, Inc., Melville, NY, U.S.A.; Estée Lauder 
Companies, Inc., Environmental Affairs and Safety, Melville, NY, U.S.A.; Estée 
Lauder Cosmetics Ltd., Agincourt, ON, Canada; Northtec LLC, Bristol, PA, 
U.S.A.; Aramis, Inc., Oakland, NJ, U.S.A.; Estée Lauder AG Lachen, Lachen, 
Switzerland; Estée Lauder N.V., Oevel, Belgium; Whitman Laboratories 
Limited, Petersfield, England and Estée Lauder Cosmetics LTD (Markham), 
Markham, ON, Canada. 
This environmental management system registration is included in UL's Directory of Registered Firms and applies 
to the operations of the address(es) shown above.  By issuance of this certificate the firm represents that it will 
maintain its registration in accordance with the applicable requirements.  This certificate is not transferable and 
remains the property of Underwriters Laboratories Inc. ®. 

File Number:  A9289   
Volume:  1 
Original Certificate Date:  July 5, 2000 
ISO 14001:2004 Issue Date:  February 15, 2006 
Revision Date:  September 27, 2007 
Recertification Date:  July 5, 2007 
Renewal Date:  July 4, 2010 

John H. Schmidt 
Senior Vice President, Chief Development Officer



Our EAS Department is tasked with maintaining compliance with all applicable laws and our ISO 14001 

accredited Environmental Management System and internal Occupational Safety and Health Management 

System. The Department also works closely with environmental groups and government agencies such as 

the United States Environmental Protection Agency•s (EPA) Energy Star program to improve our programs 

and performance.

ENERGY

Under the direction of the EAS Committee, the Company has developed a comprehensive program 

to achieve reductions in energy usage. Our efforts and partnership with groups such as Energy Star, the 

U.S. EPA Climate Leaders and Green Power Partnership have led to the following accomplishments:

€  The installation of on-site renewable energy to power our facilities where economically feasible

€  The purchase of carbon offsets for our electricity use where we cannot reduce or create our own clean 

energy. The combined global renewable energy credits purchases yielded an annual renewable 

 electricity purchase of more than 77,745 MWh for the Company in “ scal 2008. These purchases allow 

us to avoid the release of 34,959 tonnes of carbon dioxide equivalent into the atmosphere each year

€  The installation of solar photovoltaic arrays yielding more than 660 kW of energy at facilities in Oakland, 

NJ, Rancho Dominguez, CA and Lachen, Switzerland. These arrays allow us to avoid the release of 

more than 9,000 tonnes of carbon dioxide into the atmosphere each year
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NATURALS AND ORGANICS HAVE BECOME A PART OF OUR 
 INGREDIENT BASE. OUR USE OF NATURAL AND ORGANIC 
 MATERIALS IS GROWING AS WE CONTINUE TO LEARN 
MORE ABOUT THESE INGREDIENTS. IN FISCAL 2008, 
A TEAM TASKED WITH DETERMINING NATURAL, ORGANIC 
AND GREEN COMPANY PRIORITIES WAS FORMED.
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SELECT BRAND HIGHLIGHTS

Over the years, our brands have committed to community programs and organizations that focus on a 

 variety of causes, including health and human services, education, environment and the arts. Through the 

combined strength of our brands’ reputations and the tireless efforts of our extraordinary employees, we will 

continue to grow towards a common and defi nable goal of helping communities and individuals around

the world.

Aveda is considered one of the original environmental brands. As one of its many contributions to

innovation, it was among the f irst prestige beauty brands to develop sustainable packaging.

Aveda uses 96 percent PCR plastic in its new Aveda Men Pure-Formance Shampoo and Conditioner. Aveda 

also created the Recycle Caps with Aveda Program, in which plastic bottle caps are collected at various    

locations and recycled into new caps and containers. This program prevents the caps from ending up in 

landfi lls and beaches or migrating into rivers and oceans. The caps on Aveda’s Clove Shampoo were the fi rst 

to be made from caps from the Recycle Caps with Aveda Program. Aveda recently became the fi rst beauty 

brand in the world and only the second U.S. brand in any industry to receive a Cradle to Cradle (C2C) sus-

tainability endorsement, with seven Aveda products achieving Gold Level C2C certifi cation, adding to 

Aveda’s impressive record of  environmental sustainability. To date, no other beauty products have been 

awarded Gold C2C certifi cation. www.aveda.com
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Established in 1994 by M.A.C, the M.A.C AIDS Fund supports men, women and children affected by HIV/

AIDS globally. Introducing its “ rst VIVA GLAM lipstick that same year, M.A.C decided that every cent of the 

selling price of the VIVA GLAM lipsticks would go to the M.A.C AIDS Fund. With a total of six shades of VIVA 

GLAM lipstick and two shades of VIVA GLAM lipglass now sold worldwide, and through the annual Kids 

Helping Kids Card Program, M.A.C has provided over $148 million for the M.A.C AIDS Fund to date. The 

M.A.C AIDS Fund is the heart and soul of the company „ with its employees  giving their time, energy and 

talent to help those affected by HIV/AIDS worldwide. www.maccosmetics.com

The Ojon  brand is committed to de“ ning •wildcrafted beautyŽ and becoming the archetype for business 

relationships with indigenous communities. Wildcrafted materials are picked by hand only during peak 

 harvesting periods „ sustainability in the purest sense of the term. By creating value for the indigenous 

 farmers, Ojon is helping to protect endangered areas from illegal deforestation. The brand recently funded 

an expedition to the Rio Platano Biosphere (a UNESCO world heritage site) to enhance its understanding of 

the biodiversity in Central America to study local ecosystems to determine how best to protect them. Ojon 

works closely with Mopawi, a non-pro“ t group dedicated to promoting sustainable development in the 

native Miskito and Garifuna populations in La Mosquitia, a rainforest in eastern Honduras. www.ojon.com
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CONCLUSION

The road to corporate responsibility is both complex and challenging. For more than 60 years we have 

worked hard to hire the best people, to engage in relationships with only those of the “ nest reputation and 

to observe the highest standards of ethics in our business practices. We will continue our tradition of 

High-Touch through our commitment to the communities in which we live and work. We embrace our 

responsibility to minimize our impact on the environment so that our planet maintains the potential to 

support and nurture future generations. We will continue to listen to our stakeholders to create and meet 

new goals for our environmental and social performance in the years to come.

Our future online report will address the development of speci“ c and reasonable steps that will enable us to 

more consistently guide and manage our commitments and responsibilities. 

We are proud of our tradition of personal and professional accountability and look forward to continuing 

•Bringing the Best to Everyone We TouchŽ by building upon our citizenship goals through the talent,  

creativity and passion of our employees around the world.





CRITICAL ACCOUNTING POLICIES 
AND ESTIMATES
The discussion and analysis of our “ nancial condition at 
June 30, 2009 and our results of operations for the three 
“ scal years ended June 30, 2009 are based upon our con-
solidated “ nancial statements, which have been prepared 
in conformity with U.S. generally accepted accounting 
principles. The preparation of these “ nancial statements 
requires us to make estimates and assumptions that affect 
the reported amounts of assets, liabilities, revenues and 
expenses reported in those “ nancial statements. These 
judgments can be subjective and complex and, conse-
quently, actual results could differ from those estimates. 
Our most critical accounting policies relate to revenue 
recognition, inventory, pension and other post-retirement 
bene“ t costs, goodwill and other inde“ nite-lived intangi-
ble assets, income taxes and derivatives.

Management of the Company has discussed the selec-
tion of signi“ cant accounting policies and the effect of 
estimates with the Audit Committee of the Company•s 
Board of Directors.

REVENUE RECOGNITION
Revenues from merchandise sales are recognized upon 
transfer of ownership, including passage of title to the cus-
tomer and transfer of the risk of loss related to those 
goods. In the Americas region, sales are generally recog-
nized at the time the product is shipped to the customer 
and in the Europe, Middle East & Africa and Asia/Paci“ c 
regions sales are generally recognized based upon the 
customer•s receipt. In certain circumstances, transfer of 
title takes place at the point of sale, for example, at our 
retail stores. Sales at our retail stores and online are 
 recognized in accordance with a traditional 4-4-5 retail 
calendar, where each “ scal quarter is comprised of two 
4-week periods and one 5-week period, with one extra 
week in one quarter every seven years. As a result, the 
retail quarter-end and the “ scal quarter-end may be differ-
ent by up to six days.

Revenues are reported on a net sales basis, which is 
computed by deducting from gross sales the amount of 
actual product returns received, discounts, incentive 
arrangements with retailers and an amount established for 
anticipated product returns. Our practice is to accept 
product returns from retailers only if properly requested, 
authorized and approved. In accepting returns, we typi-
cally provide a credit to the retailer against accounts 
receivable from that retailer. As a percentage of gross 
sales, returns were 4.4%, 4.4% and 4.2% in “ scal 2009, 
2008 and 2007, respectively.

Our sales return accrual is a subjective critical estimate 
that has a direct impact on reported net sales. This accrual 
is calculated based on a history of actual returns,  estimated 
future returns and information provided by authorized 
retailers regarding their inventory levels. Consideration of 
these factors results in an accrual for anticipated sales 
returns that re” ects increases or decreases related to sea-
sonal ” uctuations. Experience has shown a relationship 
between retailer inventory levels and sales returns in the 
subsequent period, as well as a consistent pattern of 
returns due to the seasonal nature of our business. In 
addition, as necessary, speci“ c accruals may be estab-
lished for signi“ cant future known or anticipated events. 
The types of known or anticipated events that we have 
considered, and will continue to consider, include, but are 
not limited to, the “ nancial condition of our customers, 
store closings by retailers, changes in the retail environ-
ment and our decision to continue or support new and 
existing products.

In the ordinary course of business, we have established 
an allowance for doubtful accounts and customer deduc-
tions based upon the evaluation of accounts receivable 
aging, speci“ c exposures and historical trends. Our allow-
ance for doubtful accounts and customer deductions is a 
subjective critical estimate that has a direct impact on 
reported net earnings. The allowance for doubtful 
accounts was $41.4 million and $26.3 million as of 
June 30, 2009 and 2008, respectively. The allowance for 
doubtful accounts was reduced by $14.1 million, $10.2 
million and $18.2 million for customer deductions and 
write-offs in “ scal 2009, 2008 and 2007, respectively, and 
increased by $29.2 million, $13.2 million and $14.4 mil-
lion for additional provisions in “ scal 2009, 2008 and 
2007, respectively.

INVENTORY
We state our inventory at the lower of cost or fair market 
value, with cost being determined on the “ rst-in, “ rst-out 
(FIFO) method. We believe FIFO most closely matches 
the ” ow of our products from manufacture through sale. 
The reported net value of our inventory includes saleable 
products, promotional products, raw materials and com-
ponentry and work in process that will be sold or used in 
future periods. Inventory cost includes raw materials, 
direct labor and overhead, as well as inbound freight. 
Manufacturing overhead is allocated to the cost of 
 inventory based on the normal production capacity. 
 Unallocated overhead during periods of abnormally low 
production levels are recognized as cost of sales in the 
period in which they are incurred.
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Under the income approach, we determine fair value 
using a discounted cash fl ow method, estimating future 
cash fl ows of each reporting unit, as well as terminal value, 
and discounting such cash fl ows at a rate of return that 
refl ects the relative risk of the cash fl ows.

Under the market approach, we utilize information 
from comparable publicly traded companies with similar 
operating and investment characteristics as the reporting 
units, which creates valuation multiples that are applied to 
the operating performance of the reporting unit being 
tested, to value the reporting unit.

The key estimates and factors used in these two 
approaches include, but are not limited to, revenue 
growth rates and profi t margins based on internal fore-
casts, terminal value, the weighted-average cost of capital 
used to discount future cash fl ows and comparable mar-
ket multiples. The fi scal 2009 compound annual growth 
rate of sales for the fi rst eight years of our projections 
ranged between 6% and 19% with the higher growth rates 
in those reporting units that start with the smallest base in 
fi scal 2009. The fi scal 2008 compound annual growth rate 
of sales for the fi rst fi ve years of our projections ranged 
between 10% and 21% with the higher growth rates in 
those reporting units that start with the smallest base in 
fi scal 2008. For reporting units with positive earnings, 
growth in the corresponding earnings before interest and 
taxes ranged from 6% to 46% in fi scal 2009 as compared 
with 10% to 31% in fi scal 2008. The terminal growth rates 
were projected at 3% after eight years in fi scal 2009 as 
compared with 3% after fi ve years in fi scal 2008, which 
reflects our estimate of long term market and gross 
domestic product growth. The weighted-average cost of 
capital used to discount future cash fl ows ranged from 
11% to 17% in fi scal 2009 as compared with 10% to 15% 
in fi scal 2008. The range of market multiples used in our 
fi scal 2009 impairment testing was from 2 to 3 times 
 trailing-twelve-month sales and 10 times trailing-twelve-
month earnings before interest, taxes and depreciation 
and amortization. The range of market multiples used in 
our fi scal 2008 impairment testing was from 2 to 3 times 
trailing-twelve-month sales and 11 to 14 times trailing-
twelve-month earnings before interest, taxes and 
 depreciation and amortization. Future changes in these 
estimates and assumptions could materially affect the 
results of our reviews for impairment of goodwill. 
 However, a decrease of 30 basis points in our terminal 
growth rate or an increase of 30 basis points in our 
weighted-average cost of capital would still result in a fair 
value  calculation exceeding our book value for each 
of our reporting units. Changes in the valuation assump-
tions from those used in the prior year primarily refl ect 
the impact of the current economic environment on 

in these assumptions from those used in fi scal 2009 will 
result in an increase in pension expense of approximately 
$1.5 million in fi scal 2010. We will continue to monitor 
the market conditions relative to these assumptions and 
adjust them accordingly.

GOODWILL, INTANGIBLE ASSETS AND OTHER 
LONG-LIVED ASSETS
Goodwill is calculated as the excess of the cost of 
 purchased businesses over the fair value of their under-
lying net assets. Other indefi nite-lived intangible assets 
 principally consist of trademarks. Goodwill and other 
indefi nite-lived intangible assets are not amortized.

We assess goodwill and other indefi nite-lived intangi-
bles at least annually for impairment as of the beginning 
of the fi scal fourth quarter, or more frequently if certain 
events or circumstances warrant. We test goodwill for 
impairment at the reporting unit level, which is one level 
below our operating segments. We identify our reporting 
units by assessing whether the components of our operat-
ing segments constitute businesses for which discrete 
fi nancial information is available and management of each 
reporting unit regularly reviews the operating results of 
those components. Impairment testing is performed in 
two steps: (i) we determine impairment by comparing the 
fair value of a reporting unit with its carrying value, and 
(ii) if there is an impairment, we measure the amount of 
impairment loss by comparing the implied fair value of 
goodwill with the carrying amount of that goodwill. The 
impairment test for indefinite-lived intangible assets 
encompasses calculating a fair value of an indefi nite-lived 
intangible asset and comparing the fair value to its carry-
ing value. If the carrying value exceeds the fair value, 
impairment is recorded.

Testing goodwill for impairment requires us to estimate 
fair values of reporting units using signifi cant estimates 
and assumptions. The assumptions made will impact the 
outcome and ultimate results of the testing. We use indus-
try accepted valuation models and set criteria that are 
reviewed and approved by various levels of management 
and, in certain instances, we engage third-party valuation 
specialists to advise us. To determine fair value of the 
reporting unit, we generally use an equal weighting of the 
income and market approaches. In certain circumstances, 
equal weighting will not be applied if one of these meth-
ods may be less reliable (e.g., only the income approach 
would be used for reporting units with existing negative 
margins). We believe both approaches are equally rele-
vant and the most reliable indications of fair value because 
the fair value of product or service companies is more 
dependent on the ability to generate earnings than on the 
value of the assets used in the production process.
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 common share would be an increase or decrease of approx-
imately $6.0 million, $8.9 million and $.04, respectively.

RESULTS OF OPERATIONS

OVERVIEW
Global economic challenges and uncertainties have had a 
signi“ cant impact on our business during “ scal 2009. 
These challenges and uncertainties have negatively 
affected consumer demand, which is having an adverse 
impact on our customers that are retailers as well as on 
our own retail stores. These events have led to signi“ cant 
retailer destocking and changes in their ordering patterns 
for the products that we sell, which has contributed to 
the overall decline in our results of operations during 
this year.

In the Americas region, the U.S. department store 
channel experienced a very soft retail environment, which 
deteriorated beyond our expectations. While our business 
continues to suffer from lower store traf“ c and destock-
ing, we believe that we gained share in the skin care 
 category at U.S. department stores with the help of 
 positive consumer response to new product offerings and 
gift sets. Net sales results in alternative channels were 
 generally mixed. Trends at our freestanding retail stores 
followed those in department stores while sales of our 
products online and via direct response television 
(•DRTVŽ) continued to grow.

Global economic uncertainty has also impacted our 
business in Europe, the Middle East & Africa. Net sales in 
many of our key markets declined during “ scal 2009. Our 
business was also impacted by retailer destocking and 
tighter working capital management. Sales and pro“ ts in 
our travel retail business fell sharply due to a slowdown in 
passenger traf“ c, retailer destocking and the impact of 
weaker currencies.

At this time, our business in the Asia/Paci“ c region has 
been least affected by the global “ nancial crisis, with net 
sales rising double digits in several countries, although 
growth in the region has slowed overall including in Japan, 
our largest market there. Net sales in China grew at a 
faster pace than in the other countries in the region as we 
continue our expansion in this emerging market. Strong 
constant currency net sales increases in Korea were offset 
by the weakness of the Korean won. Despite the overall 
net sales increase in this region, growth has been tem-
pered by a softer retail environment.

In addition to the ongoing global “ nancial crisis, our 
business has been negatively impacted by changes in for-
eign currency exchange rates caused by the dramatic 
strengthening of the U.S. dollar during “ scal 2009. If the 

unrecognized firm commitment (•fair-valueŽ hedge), 
(ii) designated as a hedge of a forecasted transaction or of 
the variability of cash ” ows to be received or paid related 
to a recognized asset or liability (•foreign currency cash-
flowŽ hedge), or (iii) not designated as a hedging 
 instrument. Changes in the fair value of a derivative that is 
designated and quali“ es as a fair-value hedge that is highly 
effective are recorded in current-period earnings, along 
with the loss or gain on the hedged asset or liability that is 
attributable to the hedged risk (including losses or gains 
on “ rm commitments). Changes in the fair value of a 
derivative that is designated and quali“ es as a foreign cur-
rency cash-” ow hedge of a foreign-currency-denominated 
forecasted transaction that is highly effective are recorded 
in other comprehensive income (loss) (•OCIŽ). Gains and 
losses deferred in OCI are then recognized in current-
period earnings when earnings are affected by the 
 variability of cash ” ows of the hedged foreign-currency-
denominated forecasted transaction (e.g., when periodic 
settlements on a variable-rate asset or liability are recorded 
in earnings). Changes in the fair value of derivative instru-
ments not designated as hedging instruments are reported 
in current-period earnings.

For a discussion on the quantitative impact of market 
risks related to our derivative “ nancial instruments, refer 
to •Liquidity and Capital Resources „ Market Risk.Ž

QUANTITATIVE ANALYSIS
During the three-year period ended June 30, 2009 there 
have not been material changes in the assumptions under-
lying these critical accounting policies, nor to the related 
signi“ cant estimates. The results of our business underly-
ing these assumptions have not differed signi“ cantly from 
our expectations.

While we believe that the estimates that we have made 
are proper and the related results of operations for the 
period are presented fairly in all material respects, other 
assumptions could reasonably be justi“ ed that would 
change the amount of reported net sales, cost of sales, 
operating expenses or our provision for income taxes as 
they relate to the provisions for anticipated sales returns, 
allowance for doubtful accounts, inventory obsolescence 
reserve and income taxes. For “ scal 2009, had these esti-
mates been changed simultaneously by 2.5% in either 
direction, our reported gross pro“ t would have increased 
or decreased by approximately $5.0 million, operating 
expenses would have changed by approximately $1.0 mil-
lion and the provision for income taxes would have 
increased or decreased by approximately $2.9 million. 
The collective impact of these changes on operating 
income, net earnings and net earnings per diluted 
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Makeup  Makeup net sales decreased 6%, or $169.5 mil-
lion, to $2,830.9 million, primarily refl ecting lower net 
sales from our heritage brands of approximately $162 mil-
lion. Lower net sales in the makeup product category also 
refl ected a net decrease from our makeup artist brands of 
approximately $14 million, driven by the Americas region, 
partially offset by additional points of distribution interna-
tionally. These declines were mitigated in part by recent 
product launches of reformulated Superfi t Makeup and 
High Impact Lip Colour SPF 15 from Clinique, as well as 
Estée Lauder Signature Blush, which contributed incre-
mental sales to the category of approximately $82 million, 
combined. Excluding the impact of foreign currency trans-
lation, makeup net sales decreased 1%.

Fragrance  Net sales of fragrance products decreased 
20%, or $281.1 million, to $1,150.9 million. This decline 
was largely due to lower sales of designer fragrances, of 
which approximately $181 million was attributable to 
 certain DKNY, Tommy Hilfi ger and Sean John fragrances. 
Also contributing to the decrease were lower sales of 
 certain Estée Lauder and Clinique fragrances of approxi-
mately $132 million, combined. The recent launches of 
Estée Lauder Sensuous, Hilfi ger Men, the new DKNY Men 
fragrance and I Am King Sean John partially offset these 
declines by collectively contributing sales of approxi-
mately $88 million to the category. Excluding the impact 
of foreign currency translation, fragrance net sales 
decreased 14%.

Hair Care  Hair care net sales decreased 6%, or $24.7 
million, to $402.4 million, primarily refl ecting a soft salon 
retail environment and a reduction in points of distribu-
tion in the United States. Net sales were also negatively 
impacted as a result of the conclusion of a hotel amenities 
program in the third quarter of fi scal 2008. These declines 
were partially offset by incremental sales of approximately 
$13 million from new products, such as Dry Remedy 
Shampoo and Conditioner and the Sun Care line of 
 products from Aveda. The category also benefi ted from 
improved sales of hair color products, as well as an 
increase in points of distribution outside of the United 
States, including the acquisition of an independent 
 distributor in Australia. Excluding the impact of foreign 
currency translation, hair care net sales decreased 3%.

Geographic Regions
Net sales in the Americas decreased 8%, or $290.3 mil-
lion, to $3,421.2 million. Lower net sales in the United 
States from our heritage and makeup artist brands as well 
as our hair care businesses contributed approximately 
$275 million to the decrease. Net sales declines in Canada 
of approximately $36 million were partially offset by 

In order to meet the demands of consumers, we continu-
ally introduce new products, support new and established 
products through advertising, sampling and merchandis-
ing and phase out existing products that no longer meet 
the needs of our consumers. The economics of develop-
ing, producing, launching and supporting products 
 infl uence our sales and operating performance each 
period. The introduction of new products may have some 
cannibalizing effect on sales of existing products, which 
we take into account in our business planning.

FISCAL 2009 AS COMPARED WITH FISCAL 2008

NET SALES
Net sales decreased 7%, or $587.0 million, to $7,323.8 
million, refl ecting declines in each of our major product 
categories. Net sales decreases in Europe, the Middle East 
& Africa and the Americas refl ected customer destocking 
in all of our major product categories. These declines 
were partially offset by growth in Asia/Pacifi c. Excluding 
the $389.4 million impact of foreign currency translation, 
net sales decreased 2%. The following discussions of Net 
Sales by Product Categories and Geographic Regions 
exclude the impact of returns associated with restructur-
ing activities of $8.1 million incurred in fi scal 2009. We 
believe the following analysis of net sales better refl ects 
the manner in which we conduct and view our business.

Product Categories
Skin Care  Net sales of skin care products decreased 4%, 
or $110.8 million, to $2,886.0 million, primarily refl ecting 
declines in net sales from our heritage brands. Despite the 
difficult economic environment and the unfavorable 
impact of foreign currency translation, we continued 
to enhance select product lines to address the needs of 
our consumers. The recent launches of Perfectionist 
[CP+] Wrinkle Lifting Serum and the new Time Zone 
line of moisturizing products from Estée Lauder and 
Superdefense SPF 25 Age Defense Moisturizer and Youth 
Surge SPF 15 Age Decelerating Moisturizer from Clinique 
contributed incremental sales of approximately $181 
 million, combined. While these new product launches 
contributed favorably to the category, they were partially 
offset by lower sales from other existing products in the 
 Perfectionist, Idealist and Re-Nutriv lines from Estée Lauder 
and the Superdefense and Repairwear lines from Clinique 
of approximately $163 million, combined. Net sales of 
most other product lines in this category also experienced 
declines, particularly in Europe, the Middle East & Africa 
and the Americas, partially offset by double-digit growth 
in Asia/Pacifi c. Excluding the impact of  foreign currency 
translation, skin care net sales increased 2%.
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the decline in net sales and charges for goodwill, intangi-
ble asset and other long-lived asset impairments, as well 
as the majority of the impact of the excess overhead 
charge, loss from foreign exchange transactions and cer-
tain other operating expenses as described above.

Geographic Regions
Operating income in the Americas decreased 50%, or 
$113.1 million, to $115.2 million. This decline re” ected 
charges for goodwill, intangible asset and other long-lived 
asset impairments, the majority of the impact of the 
excess overhead charge and the charge related to the 
degradation of a certain retailer of approximately $66 mil-
lion, combined. Also contributing to the decline were 
lower sales experienced by the majority of our businesses 
in the region due to current economic conditions,  partially 
offset by cost containment and contingency plan efforts.

In Europe, the Middle East & Africa, operating income 
decreased 47%, or $203.4 million, to $229.7 million. This 
decrease primarily re” ected lower results of approximately 
$156 million in our travel retail business, Spain, France, 
Russia, the United Kingdom and Italy, of which approxi-
mately $34 million related to charges for goodwill and 
intangible asset impairments and the degradation of 
 certain retailers.

In Asia/Paci“ c, operating income increased 10%, or 
$15.5 million, to $165.2 million. Most of our af“ liates in 
this region experienced an increase despite a softer retail 
environment in certain countries. Approximately $20 mil-
lion of this increase was generated in Hong Kong, China, 
Korea and Japan. Partially offsetting these improvements 
were lower results in Australia, Singapore and New 
 Zealand of approximately $5 million, combined.

INTEREST EXPENSE, NET
Net interest expense was $75.7 million as compared with 
$66.8 million in the prior year. Interest expense increased 
primarily due to higher average debt balances, which 
include an additional $300.0 million of senior notes issued 
in November 2008, partially offset by lower average inter-
est rates on pre-existing borrowings. In addition, interest 
income decreased primarily due to lower average invest-
ment rates.

PROVISION FOR INCOME TAXES
The provision for income taxes represents Federal,  foreign, 
state and local income taxes. The effective rate differs 
from statutory rates due to the effect of state and local 
income taxes, tax rates in foreign jurisdictions and certain 
nondeductible expenses. Our effective tax rate will 
change from year to year based on recurring and 
 non-recurring factors including, but not limited to, the 

unit and/or affected assets being tested and the impact of 
the current economic environment on their projected 
future results of operations. Collectively, these charges 
resulted in an increase to our operating expense margin 
of approximately 90 basis points. For further detailed 
 discussion, refer to Note 4 and Note 5 to the Notes to the 
Consolidated Financial Statements.

Despite a reduction in actual selling, advertising, mer-
chandising and sampling spending, operating expense 
margin increased by approximately 60 basis points driven 
by the decline in consumer demand in the current eco-
nomic environment. Changes in advertising, merchandis-
ing and sampling spending result from the type, timing 
and level of activities related to product launches and roll-
outs, as well as the markets being emphasized.

Other factors that contributed to the increase in 
 operating expense margin were higher costs of global 
information technology systems and infrastructure of 
approximately 50 basis points, net losses from foreign 
exchange transactions of approximately 40 basis points, 
and charges resulting from the degradation of the busi-
nesses of certain of our retail customers of approximately 
20 basis points.

OPERATING RESULTS
Operating income decreased 48%, or $392.3 million, to 
$418.4 million. Operating margin decreased to 5.7% of 
net sales as compared with 10.3% in the prior year, re” ect-
ing our lower gross margin and the increase in our operat-
ing expense margin as previously discussed. The following 
discussions of Operating Results by Product Categories 
and Geographic Regions exclude the impact of total 
charges associated with restructuring activities of $91.7 
million, or 1.3% of net sales. We believe the following 
analysis of operating results better re” ects the manner in 
which we conduct and view our business.

Product Categories
Fragrance operating results decreased over 100%, or 
$97.0 million, to an operating loss of $60.8 million primar-
ily re” ecting lower net sales of designer fragrance prod-
ucts and certain fragrances from our heritage brands as 
well as a charge for intangible asset impairment, which 
were partially offset by a reduction in selling, advertising, 
merchandising and sampling spending. Hair care operat-
ing income decreased 90%, or $10.4 million, to $1.1 mil-
lion primarily re” ecting lower net sales and a charge for 
intangible asset impairment. Skin care operating income 
decreased 27%, or $111.5 million, to $294.1 million and 
makeup operating income decreased 22%, or $79.6 mil-
lion, to $279.8 million. The reduced operating results for 
the skin care and makeup categories primarily re” ected 
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approximately 10 basis points. Offsetting these improve-
ments was an unfavorable change in the mix of our 
 business, an increase in obsolescence charges, and 
employee-related charges designed to streamline certain 
business activities and achieve future cost savings of 
approximately 10 basis points, each.

Despite the rise in energy and raw material prices in 
the current year, we were able to maintain our overall cost 
of goods margin through other ef“ ciencies achieved from 
ongoing savings initiatives.

Since certain promotional activities are a component 
of sales or cost of sales and the timing and level of promo-
tions vary with our promotional calendar, we have experi-
enced, and expect to continue to experience, ” uctuations 
in the cost of sales percentage. In addition, future cost of 
sales mix may be impacted by the inclusion of new brands 
which have margin and product cost structures different 
from those of our existing brands.

OPERATING EXPENSES
Operating expenses increased to 64.5% of net sales as 
compared with 64.1% of net sales in the “ scal 2007. The 
increase in operating expenses and operating expense 
margin re” ected higher costs of global information tech-
nology systems and infrastructure of approximately 30 
basis points. An additional 20 basis points resulted from 
an increase in valuation reserves re” ecting the diminish-
ing likelihood of realizing value from a promissory note 
and convertible preferred stock received in connection 
with the divestiture of Stila in fiscal 2006. We also 
recorded an increase in intangible asset amortization 
resulting from recent strategic acquisitions, as well as 
employee-related charges designed to streamline certain 
business activities and achieve future cost savings, of 
approximately 10 basis points each. Operating expense 
margin in “ scal 2007 was adversely impacted by charges 
related to our pharmacy channel of approximately 40 
basis points.

Changes in advertising, merchandising and sampling 
spending result from the type, timing and level of activi-
ties related to product launches and rollouts, as well as the 
markets being emphasized.

OPERATING RESULTS
Operating income increased 8%, or $60.8 million, to 
$810.7 million as compared with “ scal 2007. Operating 
margin declined to 10.3% of net sales as compared with 
10.7% in “ scal 2007, re” ecting our constant cost of sales 
margin and the increase in our operating expense margin, 
as previously discussed.

Geographic Regions
Net sales in the Americas increased 4%, or $150.6 million, 
to $3,711.5 million, primarily re” ecting net sales growth in 
Canada and Latin America, as well as the addition of the 
Ojon brand, of approximately $98 million, combined. 
Additional net sales increases of approximately $65 mil-
lion were attributable to our designer fragrances business 
and our makeup artist and hair care brands in the United 
States. Partially offsetting this growth was approximately 
$37 million related to weaknesses in certain of our heri-
tage brands in the United States as a result of competitive 
pressures and challenges in the department store channel. 
We believe that economic uncertainty in the United States 
has affected our business, particularly in the department 
store channel. These challenges have been mitigated 
through sales in alternative channels, such as freestanding 
retail stores, Internet distribution, self-select distribution 
and direct-response television. Excluding the impact of 
foreign currency translation, net sales in the Americas 
increased 3%.

All countries in Europe, the Middle East & Africa expe-
rienced net sales growth, which contributed to the 
increase in net sales of 21%, or $513.3 million, to $3,006.7 
million, although net sales growth rates slowed in certain 
key countries. This growth was led by our travel retail busi-
ness and the United Kingdom, as well as in Russia, which 
bene“ ted from our expansion in this market. The results in 
this region were inclusive of an exchange rate bene“ t due 
to the weakening of the U.S. dollar of approximately $206 
million. Excluding the impact of foreign currency transla-
tion, net sales in Europe, the Middle East & Africa 
increased 12%.

Net sales in Asia/Paci“ c increased 21%, or $209.4 
 million, to $1,192.6 million, re” ecting growth from all 
countries in the region. This increase re” ected higher net 
sales of approximately $172 million in China, Japan, Hong 
Kong, Australia and Korea. The results in this region 
were inclusive of an exchange rate bene“ t due to the 
weakening of the U.S. dollar of approximately $66 million. 
 Excluding the impact of foreign currency translation, 
Asia/Paci“ c net sales increased 15%.

We strategically stagger our new product launches by 
geographic market, which may account for differences in 
regional sales growth.

COST OF SALES
Cost of sales as a percentage of total net sales was 25.2%, 
which is the same as in “ scal 2007. Cost of sales as a 
 percentage of net sales re” ected a decrease in the level 
and timing of promotional activities of approximately 20 
basis points and a positive effect of exchange rates of 
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 additional uncommitted credit facilities, of which $16.3 
million was used as of June 30, 2009.

We have an undrawn $750.0 million senior unsecured 
revolving credit facility that expires on April 26, 2012. This 
facility may be used primarily to provide credit support for 
our commercial paper program, to repurchase shares of 
our common stock and for general corporate purposes. 
Up to the equivalent of $250 million of the credit facility 

We have a $750.0 million commercial paper program 
under which we may issue commercial paper in the 
United States. Our commercial paper is currently rated 
A-1 by Standard & Poor’s and P-1 by Moody’s. Our 
 long-term credit ratings are A with a negative outlook 
by  Standard & Poor’s and A2 with a negative outlook by 
Moody’s. At June 30, 2009, there was no commercial 
paper outstanding. We also have $201.4 million in 

conditions, and the real or perceived lack of available 
credit, we issued $300.0 million of 7.75% Senior Notes 
due November 1, 2013 during the second quarter of fi scal 
2009. The net proceeds were used to repay then-out-
standing commercial paper balances upon their maturity.

Based on past performance and current expectations, 
we believe that cash on hand, cash generated from opera-
tions, available credit lines and access to credit markets 
will be adequate to support currently planned business 
operations, information systems enhancements, capital 
expenditures, potential stock repurchases, commitments 
and other contractual obligations on both a near-term and 
long-term basis.

The effects of infl ation have not been signifi cant to our 
overall operating results in recent years. Generally, we 
have been able to introduce new products at higher sell-
ing prices or increase selling prices suffi ciently to offset 
cost increases, which have been moderate.

insured by governmental agencies. To mitigate the risk of 
uninsured balances, we select fi nancial institutions based 
on their credit ratings and fi nancial strength and perform 
ongoing evaluations of these institutions to limit our con-
centration risk exposure.

Our business is seasonal in nature and, accordingly, 
our working capital needs vary. From time to time, we 
may enter into investing and fi nancing transactions that 
require additional funding. To the extent that these needs 
exceed cash from operations, we could, subject to market 
conditions, issue commercial paper, issue long-term debt 
securities or borrow under our revolving credit facilities.

During fi scal 2009, we have been able to issue com-
mercial paper in amounts and with terms that we deem 
acceptable. We do not anticipate protracted diffi culties in 
securing this form of working capital fi nancing. However, 
in order to maintain suffi cient cash reserves over a longer 
period of time, in light of the current macroeconomic 

Debt
At June 30, 2009, our outstanding borrowings were as follows:

 Long-term Debt Short-term Debt Total Debt
($ in millions)
6.00% Senior Notes, due May 15, 2037 (“2037 Senior Notes”)(1) $ 296.3 $ — $ 296.3
5.75% Senior Notes, due October 15, 2033 (“2033 Senior Notes”)(2) 197.5 — 197.5
5.55% Senior Notes, due May 15, 2017 (“2017 Senior Notes”)(3) 324.1 — 324.1
7.75% Senior Notes, due November 1, 2013 (“2013 Senior Notes”) (4) 299.8 — 299.8
6.00% Senior Notes, due January 15, 2012 (“2012 Senior Notes”)(5) 244.2 — 244.2
$13.5 million promissory note due August 31, 2012(6) 15.2 — 15.2
$7.0 million promissory note due July 31, 2009(7) — 7.7 7.7
Turkish lira overdraft facility — 12.5 12.5
Other borrowings 10.5 13.6 24.1

  $1,387.6 $33.8 $1,421.4

(1)  Consists of $300.0 million principal and unamortized debt discount of $3.7 million.

(2)  Consists of $200.0 million principal and unamortized debt discount of $2.5 million.

(3)  Consists of $300.0 million principal, unamortized debt discount of $0.4 million and a $24.5 million adjustment to refl ect the fair value of 
 outstanding interest rate swaps.

(4)  Consists of $300.0 million principal and unamortized debt discount of $0.2 million.

(5)  Consists of $250.0 million principal, unamortized debt discount of $0.3 million and a $5.5 million adjustment to refl ect the remaining termination 
value of an interest rate swap that is being amortized to interest expense over the life of the debt.

(6)  Consists of $13.5 million face value and unamortized premium of $1.7 million.

(7)  Consists of $7.0 million face value and capitalized interest of $0.7 million.





THE EST{E LAUDER COMPANIES INC. 109

continue to monitor the performance of our plan assets, 
we may decide to make discretionary contributions.

For fi scal 2009 and 2008, we made benefi t payments 
under our non-qualifi ed domestic noncontributory pen-
sion plan of $8.1 million and $7.7 million, respectively. We 
expect to make benefi t payments under this plan during 
fi scal 2010 of approximately $8 million. For fi scal 2009 
and 2008, we made cash contributions to our inter-
national defi ned benefi t pension plans of $41.8 million 
and $35.3 million, respectively. We expect to make 
 contributions under these plans during fi scal 2010 of 
approximately $32 million.

Commitments and Contingencies
Certain of our business acquisition agreements include 
“earn-out” provisions. These provisions generally require 
that we pay to the seller or sellers of the business addi-
tional amounts based on the performance of the acquired 
business. Since the size of each payment depends upon 
performance of the acquired business, we do not expect 
that such payments will have a material adverse impact on 
our future results of operations or fi nancial condition.

For additional contingencies, refer to •Item 3. Legal 
 Proceedings.Ž

mined by local laws and regulations. In addition, amounts 
necessary to fund future obligations under these plans 
could vary depending on estimated assumptions (as 
detailed in •Critical Accounting Polices and EstimatesŽ). 
The effect of our pension plan funding on future operat-
ing results will depend on economic conditions, employee 
demographics, mortality rates, the number of participants 
electing to take lump-sum distributions, investment per-
formance and funding decisions.

The unprecedented economic downturn during fi scal 
2009 created a diffi cult investment environment. For the 
U.S. Qualifi ed Plan, we maintain an investment strategy of 
matching the duration of the plan assets with the duration 
of the underlying plan liabilities. This strategy helped miti-
gate the negative effects of the downturn and assisted in 
maintaining a funded ratio of more than 100% as of 
June 30, 2009. For fi scal 2009 and 2008, there was no 
minimum contribution to the U.S. Qualifi ed Plan required 
by ERISA. We made discretionary contributions totaling 
$17.0 million and $25.0 million to the U.S. Qualifi ed Plan 
during fi scal 2009 and 2008, respectively. We do not 
 currently expect to make cash contributions to the 
U.S.  Qualifi ed Plan during fi scal 2010. However, as we 

Contractual Obligations
The following table summarizes scheduled maturities of our contractual obligations for which cash fl ows are fi xed and 
determinable as of June 30, 2009:

 Payments Due in Fiscal
 Total 2010 2011 2012 2013 2014 Thereafter
(In millions)
Debt service(1) $2,402.7 $ 110.9 $ 83.9 $327.9 $ 74.5 $347.7 $1,457.8
Operating lease commitments(2) 1,274.2 202.0 182.1 154.8 135.7 122.3 477.3
Unconditional purchase obligations(3) 1,659.9 831.9 234.4 173.1 162.1 56.0 202.4
Gross unrecognized tax benefi ts 

and interest — current(4) 78.5 78.5 — — — — —

Total contractual obligations $5,415.3 $1,223.3 $500.4 $655.8 $372.3 $526.0 $2,137.5

(1)  Includes long-term and short-term debt and the related projected interest costs, and to a lesser extent, capital lease commitments. Interest costs 
on long-term and short-term debt are projected to be $76.5 million in fi scal 2010, $75.6 million in each of fi scal 2011 and fi scal 2012, $60.7 million 
in fi scal 2013, $47.6 million in fi scal 2014 and $657.6 million thereafter. Projected interest costs on variable rate instruments were calculated using 
market rates at June 30, 2009. Refer to Note 10 of Notes to Consolidated Financial Statements.

(2)   Minimum operating lease commitments only include base rent. Certain leases provide for contingent rents that are not measurable at inception 
and primarily include rents based on a percentage of sales in excess of stipulated levels, as well as common area maintenance. These amounts are 
excluded from minimum operating lease commitments and are included in the determination of total rent expense when it is probable that the 
expense has been incurred and the amount is reasonably measurable.

(3)  Unconditional purchase obligations primarily include inventory commitments, estimated future earn-out payments, estimated royalty payments 
pursuant to license agreements, advertising commitments, capital improvement commitments, planned funding of pension and other post-retire-
ment benefi t obligations, commitments pursuant to executive compensation arrangements and obligations related to our cost savings initiatives. 
Future earn-out payments and future royalty and advertising commitments were estimated based on planned future sales for the term that was in 
effect at June 30, 2009, without consideration for potential renewal periods.

(4)  Refer to Note 8 of Notes to Consolidated Financial Statements for information regarding unrecognized tax benefi ts. During the fourth quarter of 
fi scal 2008, we made a cash payment of $35.0 million to the U.S. Treasury as an advance deposit, which is not refl ected as a reduction to the $78.5 
million. As of June 30, 2009, the noncurrent portion of our unrecognized tax benefi ts, including related accrued interest and penalties was $248.5 
million. At this time, the settlement period for the noncurrent portion of the unrecognized tax benefi ts, including related accrued interest and 
penalties, cannot be determined and therefore was not included.
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activities. We are currently evaluating the impact of the 
provisions for such nonfi nancial assets and nonfi nancial 
liabilities on our consolidated fi nancial statements.

In October 2008, the FASB issued FSP No. FAS 157-3, 
“Determining the Fair Value of a Financial Asset When 
the Market for That Asset Is Not Active” (“FSP No. FAS 
157-3”), which clarifi es the application of SFAS No. 157 in 
a market that is not active and provides an example to 
illustrate key considerations in determining the fair value 
of a fi nancial asset when the market for that fi nancial asset 
is not active. The FSP is effective upon issuance, including 
prior periods for which fi nancial statements have not been 
issued. Revisions resulting from a change in the valuation 
technique or its application should be accounted for as a 
change in accounting estimate following the guidance in 
SFAS No. 154, “Accounting Changes and Error Correc-
tions” (“SFAS No. 154”). However, the disclosure provi-
sions in SFAS No. 154 for a change in accounting estimate 
are not required for revisions resulting from a change in 
valuation technique or its application. We adopted SFAS 
No. 157 beginning in our fi scal 2009 fi rst quarter. As part 
of this adoption, we evaluated the fair value measure-
ments of our fi nancial assets and liabilities and determined 
that these instruments are valued in active markets. As 
such, the guidance in this FSP did not impact our consoli-
dated fi nancial statements.

In April 2009, the FASB issued FSP No. FAS 157-4, 
“Determining Fair Value When the Volume and Level of 
Activity for the Asset or Liability Have Significantly 
Decreased and Identifying Transactions That Are Not 
Orderly” (“FSP No. FAS 157-4”). This FSP provides addi-
tional guidance for estimating fair value in accordance 
with SFAS No. 157 when there has been a signifi cant 
decrease in market activity for a fi nancial asset. An entity 
is required to base its conclusion about whether a transac-
tion was distressed on the weight of the evidence 
 presented. This FSP also re-affi rms that the objective of 
fair value, when the market for an asset is not active, is the 
price that would be received to sell the asset in an orderly 
market (as opposed to a distressed or forced transaction). 
Additional enhanced disclosures are also required in 
accordance with this FSP. FSP No. FAS 157-4 must be 
applied prospectively and is effective for interim and 
annual periods ending after June 15, 2009. The adoption 
of this standard did not have an impact on our consoli-
dated financial statements as our financial assets are 
 currently valued in active markets.

In February 2007, the FASB issued SFAS No. 159, 
“The Fair Value Option for Financial Assets and Financial 
Liabilities” (“SFAS No. 159”), to permit all entities to 
choose to elect, at specifi ed election dates, to measure 

 features. SFAS No. 161 also requires cross-referencing 
within footnotes to enable fi nancial statement users to 
locate important information about derivative instruments. 
We adopted this disclosure-only standard beginning in 
our fi scal 2009 third quarter.

In September 2006, the FASB issued SFAS No. 157, 
“Fair Value Measurements” (“SFAS No. 157”), to clarify 
the defi nition of fair value, establish a framework for mea-
suring fair value and expand the disclosures on fair value 
measurements. SFAS No. 157 defi nes fair value as the 
price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between mar-
ket participants at the measurement date (an exit price). 
SFAS No. 157 also stipulates that, as a market-based mea-
surement, fair value measurement should be determined 
based on the assumptions that market participants would 
use in pricing the asset or liability, and establishes a fair 
value hierarchy that distinguishes between (a) market par-
ticipant assumptions developed based on market data 
obtained from sources independent of the reporting 
entity (observable inputs) and (b) the reporting entity’s 
own assumptions about market participant assumptions 
developed based on the best information available in the 
circumstances (unobservable inputs).

In February 2008, the FASB issued FASB Staff Position 
(“FSP”) No. FAS 157-1, “Application of FASB Statement 
No. 157 to FASB Statement No. 13 and Other Accounting 
Pronouncements That Address Fair Value Measurements 
for Purposes of Lease Classifi cation or Measurement 
under Statement 13.” This FSP amends SFAS No. 157 to 
exclude certain leasing transactions accounted for under 
previously existing accounting guidance. However, this 
scope exception does not apply to assets acquired and 
liabilities assumed in a business combination, regardless 
of whether those assets and liabilities are related 
to leases.

In February 2008, the FASB issued FSP No. FAS 157-2, 
“Effective Date for FASB Statement No. 157” (“FSP No. 
FAS 157-2”). This FSP permits the delayed application of 
SFAS No. 157 for nonfi nancial assets and nonfi nancial lia-
bilities, as defi ned in this FSP, except for those that are 
recognized or disclosed at fair value in the fi nancial state-
ments at least annually, until the beginning of our fi scal 
2010. As of July 1, 2008, we adopted SFAS No. 157, with 
the exception of its application to nonfi nancial assets and 
nonfi nancial liabilities, which we will defer in accordance 
with FSP No. FAS 157-2 until the beginning of fi scal 2010. 
Nonfi nancial assets and nonfi nancial liabilities principally 
consist of intangible assets acquired through business 
combinations, long-lived assets when assessing potential 
impairment, and liabilities associated with restructuring 







YEAR ENDED JUNE 30 2009 2008 2007
(In millions, except per share data)
Net Sales $7,323.8 $7,910.8 $7,037.5
Cost of sales 1,881.6 1,996.8 1,774.8

Gross Profi t 5,442.2 5,914.0 5,262.7

Operating expenses:
Selling, general and administrative 4,883.9 5,088.9 4,500.6
Restructuring and other special charges 76.8 0.4 1.1
Goodwill impairment 14.3 — 7.4
Impairment of intangible and other long-lived assets  48.8 14.0 3.7

  5,023.8 5,103.3 4,512.8

Operating Income 418.4 810.7 749.9
Interest expense, net 75.7 66.8 38.9

Earnings before Income Taxes, Minority Interest 
and Discontinued Operations 342.7 743.9 711.0

Provision for income taxes 115.9 259.9 255.2
Minority interest, net of tax (8.4) (10.2) (7.1)

Net Earnings from Continuing Operations 218.4 473.8 448.7
Discontinued operations, net of tax — — 0.5

Net Earnings $ 218.4 $ 473.8 $ 449.2

Basic net earnings per common share:
Net earnings from continuing operations $ 1.11 $ 2.44 $ 2.20
Discontinued operations, net of tax — — .00

Net earnings  $ 1.11 $ 2.44 $ 2.20

Diluted net earnings per common share:
Net earnings from continuing operations $ 1.10 $ 2.40 $ 2.16
Discontinued operations, net of tax — — .00

Net earnings  $ 1.10 $ 2.40 $ 2.16

Weighted average common shares outstanding:
Basic 196.3 193.9 204.3
Diluted 197.7 197.1 207.8

Cash dividends declared per share $ .55 $ .55 $ .50
 

See notes to consolidated fi nancial statements.
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 Company’s manufacturing process is included in Cost of 
sales and all other depreciation and amortization is 
included in Selling, general and administrative expenses in 
the accompanying consolidated statements of earnings.

During the fourth quarter of fi scal 2009, the Company 
recorded non-cash impairment charges of $8.5 million to 
reduce the net carrying value of certain retail store and 
counter assets to their estimated fair value, which was 
determined based on discounted expected future cash 
fl ows. Lower than expected operating cash fl ow perfor-
mance relative to the affected assets, restructuring activi-
ties, revisions in internal forecasts and the impact of the 
current economic environment on their projected future 
results of operations indicated that the carrying value of 
the related long-lived assets were not recoverable. These 
asset impairment charges primarily related to the 
 Company’s skin care and makeup businesses in the 
 Americas region and are included in Impairment of intan-
gible and other long-lived assets in the accompanying 
consolidated statements of earnings.

NOTE 5 — GOODWILL AND OTHER 
INTANGIBLE ASSETS
During fiscal 2009, the Company acquired Applied 
Genetics Incorporated Dermatics (“AGI”), a manufacturer 
of cosmetics ingredients. In addition, the Company 
acquired businesses engaged in the wholesale distribu-
tion and retail sale of Aveda products. These activities 
were predominantly related to the Company’s skin care 
and hair care businesses and resulted in increases to 
goodwill of $42.5 million and other intangible assets of 
$19.9 million as of June 30, 2009.

During fiscal 2008, the Company acquired Ojon 
 Corporation, which markets and sells Ojon hair care and 
skin care products primarily through direct response 
 television and specialty stores. In conjunction with this 
acquisition, the Company purchased, from an unrelated 
party, the exclusive rights to sell and distribute Ojon prod-
ucts worldwide. In addition, the Company acquired a 
business engaged in the wholesale distribution and retail 
sale of Aveda products and recorded goodwill for earn-
out payments related to the acquisition of the Bobbi 
Brown brand. These activities resulted in an increase to 
goodwill of $51.9 million and other intangible assets of 
$85.5 million.

“Reporting Revenue Gross as a Principal versus Net as 
an Agent,” and other applicable accounting literature. 
Payments to or from collaborators should be presented in 
the income statement based on the nature of the arrange-
ment, the nature of the company’s business and whether 
the payments are within the scope of other accounting 
literature. Other detailed information related to the col-
laborative arrangement is also required to be disclosed. 
The requirements under this Issue must be applied to col-
laborative arrangements in existence at the beginning of 
the Company’s fi scal 2010 using a modifi ed version of 
retrospective application. The Company is currently not a 
party to signifi cant collaborative arrangement activities, as 
defi ned by EITF No. 07-1.

NOTE 3 — INVENTORY AND 
PROMOTIONAL MERCHANDISE

JUNE 30 2009 2008
(In millions)
Inventory and promotional 

merchandise, net consists of:
Raw materials $188.5 $205.4
Work in process 43.8 56.8
Finished goods 375.6 494.7
Promotional merchandise 187.1 230.3

  $795.0 $987.2
 

NOTE 4 — PROPERTY, PLANT AND EQUIPMENT

JUNE 30 2009 2008
(In millions)
Asset (Useful Life)
Land $ 14.5 $ 14.9
Buildings and improvements 

(10 to 40 years) 183.2 183.5
Machinery and equipment 

(3 to 10 years) 1,080.2 1,008.9
Furniture and fi xtures 

(5 to 10 years) 86.1 95.6
Leasehold improvements 1,112.8 1,090.7

  2,476.8 2,393.6
Less accumulated depreciation 

and amortization 1,450.1 1,350.5

  $1,026.7 $1,043.1
 

The cost of assets related to projects in progress of $144.9 
million and $129.0 million as of June 30, 2009 and 2008, 
respectively, is included in their respective asset catego-
ries above. Depreciation and amortization of property, 
plant and equipment was $240.2 million, $233.9 million 
and $198.1 million in fi scal 2009, 2008 and 2007, respec-
tively. Depreciation and amortization related to the 
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NOTE 6„ ACQUISITION OF BUSINESSES
During “ scal 2009, the Company acquired AGI. The pur-
chase price was paid in cash at closing. During “ scal 
2008, the Company acquired Ojon Corporation. In con-
junction with this acquisition, the Company purchased, 
from an unrelated party, the exclusive rights to sell and 
distribute Ojon products worldwide. The initial purchase 
price was funded by cash, the issuance of commercial 
paper and the issuance of two promissory notes, as 
described in Note 10. The purchase agreement also pro-
vides for an additional payment, which is expected to be 
made in “ scal 2013, contingent upon the attainment of 
certain net sales targets of Ojon products. During “ scal 
2007, the Company purchased the remaining minority 
equity interests in Bumble and Bumble Products, LLC and 
Bumble and Bumble, LLC, which have been accounted for 
as inde“ nite-lived intangible assets.

At various times during “ scal 2009, 2008 and 2007, the 
Company also acquired businesses engaged in the whole-
sale distribution and retail sale of the Company•s products 
in the United States and other countries and made earn-
out payments related to the acquisition of the Bobbi 
Brown brand.

The aggregate cost for these activities, which includes 
purchase price, earn-out payments and acquisition costs, 
was $68.4 million, $150.8 million, and $61.2 million in 
 “ scal 2009, 2008 and 2007, respectively. The results of 
operations for each of the acquired businesses are 
included in the accompanying consolidated “ nancial 
statements commencing with its date of original acquisi-
tion. Pro forma results of operations as if each of such 
businesses had been acquired as of the beginning of the 
year of acquisition and as of the prior-year period have 
not been presented, as the impact on the Company•s con-
solidated “ nancial results would not have been material.

NOTE 7„ CHARGES ASSOCIATED WITH 
RESTRUCTURING ACTIVITIES
In an effort to drive down costs and achieve synergies 
within the organization, in February 2009, the Company 
announced the implementation of a multi-faceted cost 
savings program (the •ProgramŽ) to position itself to 
achieve long-term pro“ table growth. The Company antic-
ipates the Program will result in related restructuring and 

As previously discussed, the Company performed an 
interim impairment test as of March 31, 2009 for trade-
marks related to the Darphin reporting unit. The  Company 
concluded that the carrying value of the Darphin trade-
mark exceeded its estimated fair value and, as a result, 
recognized an impairment charge of $12.3 million at the 
exchange rate in effect at that time. This charge was 
re” ected in the skin care product category and in the 
Europe, the Middle East & Africa region. In addition, 
 during the third quarter of “ scal 2009, the Company iden-
ti“ ed a license agreement intangible asset which was 
tested for impairment based upon a history of operating 
losses in excess of projections and revisions in internal 
forecasts. The Company determined that the intangible 
asset was impaired and therefore recorded an asset 
impairment charge of $2.3 million in the fragrance prod-
uct category and in the Americas region.

During the fourth quarter of “ scal 2009, the Company 
identi“ ed intangible assets related to the Michael Kors 
license agreement, as well as distributor relationships and 
core ingredients technology, to test for impairment due to 
lower than expected operating cash ” ow performances 
and the impact of the current economic environment on 
their projected future operating results. The Company 
determined that the intangible assets were impaired and 
therefore recorded asset impairment charges of $14.7 mil-
lion in the fragrance and skin care product categories and 
in the Americas region.

The Company completed its annual impairment test of 
inde“ nite-lived intangible assets during the fourth quarter 
of “ scal 2009. Due to the current economic environment 
and revised expectations regarding future net sales gener-
ated from the use of Ojon and Bumble and bumble trade-
marks, the Company determined that their carrying values 
exceeded the estimated fair value, by approximately $9.8 
million, predominantly in the hair care product category 
and in the Americas region. Additionally, during the fourth 
quarter of “ scal 2009, the Company wrote-off approxi-
mately $1.2 million of trademarks, primarily in the makeup 
and skin care product categories and in the Americas 
region, which are no longer expected to generate operat-
ing cash ” ows.

The aggregate amortization expense related to amortizable intangible assets for the years ended June 30, 2009, 2008 and 
2007 was $11.5 million, $14.0 million and $6.3 million, respectively. The estimated aggregate amortization expense for 
each of the next “ ve “ scal years is as follows:

ESTIMATED EXPENSE IN FISCAL 2010 2011 2012 2013 2014
(In millions)

Aggregate amortization expense $9.5 $9.3 $8.9 $8.5 $6.2
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material incremental tax provision. As of June 30, 2008 
and 2007, the Company had not provided federal income 
and foreign withholding taxes on approximately $813 
 million and $539 million, respectively, of undistributed 
earnings of international subsidiaries. The determination 
and estimation of the future income tax consequences in 
all relevant taxing jurisdictions involves the application of 
highly complex tax laws in the countries involved, particu-
larly in the United States, and is based on the tax profi le of 
the Company in the year of earnings repatriation. Accord-
ingly, it is not practicable to determine the amount of tax 
associated with such undistributed earnings.

The $19.2 million benefi t recognized in fi scal 2009, net of 
tax, resulted from reaching a formal settlement with the 
Appeals Division of the IRS concerning disputed U.S. 
 foreign tax credit determinations.

The state and local tax benefi t of $5.9 million in fi scal 
2008 included the favorable resolution of several state and 
local income tax examinations as well as statute lapses.

Federal income and foreign withholding taxes have not 
been provided on approximately $975 million of undis-
tributed earnings of international subsidiaries at June 30, 
2009. The Company intends to reinvest these earnings in 
its foreign operations indefi nitely, except where it is able 
to repatriate these earnings to the United States without 

NOTE 8—INCOME TAXES
The provision for income taxes is comprised of the following:

YEAR ENDED JUNE 30 2009 2008 2007
(In millions)
Current:

Federal $ 19.0 $ 141.4 $ 66.6
Foreign 174.5 214.1 166.7
State and local 30.6 20.0 12.0

  224.1 375.5 245.3

Deferred:
Federal (84.0) (110.9) 11.3
Foreign (23.6) (4.1) (4.8)
State and local (0.6) (0.6) 3.4

  (108.2) (115.6) 9.9

  $ 115.9 $ 259.9 $255.2
 

A reconciliation between the provision for income taxes computed by applying the statutory Federal income tax rate to 
earnings before income taxes and minority interest and the actual provision for income taxes is as follows:

YEAR ENDED JUNE 30 2009 2008 2007
($ in millions)
Provision for income taxes at statutory rate $119.9 $260.3 $248.9
Increase (decrease) due to:

State and local income taxes, net of Federal tax benefi t 5.3 (5.9)  11.2
Effect of foreign operations 0.8 4.3 (0.5)
IRS Appeals Division tax settlement  (19.2) — —
AJCA incremental dividend — — (5.7)
Other nondeductible expenses 9.8 3.5 3.4
Tax credits (3.5) (4.2) (3.0)
Other, net 2.8 1.9 0.9

Provision for income taxes $115.9 $259.9 $255.2

Effective tax rate 33.8% 34.9% 35.9%
 





other than interest and penalties, the disallowance of the 
shorter deductibility period would not affect the annual 
effective tax rate but would accelerate the payment of 
cash to the taxing authority to an earlier period.

Earnings from the Company’s global operations are 
subject to tax in various jurisdictions both within and out-
side the United States. The Company is routinely audited 
and examined in these jurisdictions. The Company 
 provides tax reserves for U.S. federal, state, local and inter-
national unrecognized tax benefi ts for periods subject to 
audit. The development of reserves for these exposures 
requires judgments about tax issues, potential outcomes 
and timing, and is a subjective critical estimate. The 
 Company assesses its tax positions and records tax 
 benefi ts for all years subject to examination based upon 
management’s evaluation of the facts, circumstances, and 
information available at the reporting dates. For those tax 
positions where it is more-likely-than-not that a tax benefi t 
will be sustained, the Company has recorded the largest 
amount of tax benefi t with a greater than 50% likelihood 
of being realized upon settlement with a tax authority that 
has full knowledge of all relevant information. For those 
tax positions where it is not more-likely-than-not that a tax 
benefi t will be sustained, no tax benefi t has been recog-
nized in the fi nancial statements. Where applicable, asso-
ciated interest and penalties have also been recognized. 
Although the outcome related to these exposures is 
uncertain, in management’s opinion, adequate provisions 
for income taxes have been made for estimable potential 
liabilities emanating from these exposures. In certain 
 circumstances, the ultimate outcome of exposures and 
risks involve signifi cant uncertainties which render them 
inestimable. If actual outcomes differ materially from 
these  estimates, they could have a material impact on the 
 Company’s results of operations.

The Company is currently undergoing a U.S. federal 
income tax audit as well as examinations and controver-
sies in several state, local and international jurisdictions. 
These matters are in various stages of completion and 
involve complex multi-jurisdictional issues common 
among multinational enterprises, including transfer pric-
ing, that may require an extended period of time for reso-
lution. During the fourth quarter of fi scal 2008, the IRS 
completed the examination phase of fi scal years 2002 
through 2005. During fi scal 2008, the Company pre-
sented disputed computations concerning U.S. foreign 
tax credit determinations to the Appeals Division of the 
IRS and a claim was entered pursuant to an administrative 
process of the tax treaty between the U.S. and Belgium 
(commonly referred to as the “Competent Authority” 
 process). During the fourth quarter of fi scal 2009, the 
Company reached a formal settlement with the Appeals 

Division. As a result of the settlement, the Company has 
recognized a tax and interest benefi t of $19.2 million, net 
of tax. This benefi t favorably impacted the Company’s 
 fi scal 2009 effective tax rate but had no impact on the 
amount of unrecognized tax benefi ts or related interest. 
A resolution of remaining computations in dispute is sub-
ject to the outcome of the Company’s pending Compe-
tent Authority claim.

Notwithstanding the Company’s pending Competent 
Authority claim, the Company reached a tentative agree-
ment with the IRS concerning the examination adjustments 
proposed for fi scal years 2002 through 2005 in the fourth 
quarter of fi scal 2008. Also in the fourth quarter of fi scal 
2008, the Company made a cash payment of $35.0 million 
to the U.S. Treasury as an advance deposit in anticipation 
of a formal resolution to the tentatively agreed-to adjust-
ments. Although the advance deposit limits the accrual of 
additional interest that would be due to the U.S. Treasury, 
there is no impact on the amount of unrecognized tax ben-
efi ts until a fi nal agreement is reached.  Separately, during 
the third quarter of fi scal 2009, the IRS commenced an 
examination of fi scal years 2006 through 2008.

The Company had been notifi ed of a disallowance of 
tax deductions claimed by its subsidiary in Spain for the 
fi scal years 1999 through 2002. As a result, the subsidiary 
was reassessed corporate income tax of $2.9 million for 
this period, at current exchange rates. An appeal against 
this reassessment was fi led with the Chief Tax Inspector. 
On July 18, 2005, the fi nal assessment made by the Chief 
Tax Inspector was received, confi rming the reassessment 
made by the tax auditors. During fi scal 2006, an appeal 
against this fi nal assessment was fi led with the Madrid 
Regional Economic Administrative Tribunal (“TEAR”). In 
view of the TEAR’s silence, during fi scal 2007 the claim 
was presumed to be dismissed and an appeal was fi led 
against it with the Central Economic-Administrative 
 Tribunal (“TEAC”). During the fourth quarter of fi scal 
2008, the TEAC dismissed the claim and, on June 10, 2008, 
the Company fi led an appeal for judicial review with the 
National Appellate Court. During fi scal 2009, the Com-
pany completed the appeal proceedings with the National 
Appellate Court and awaits the court’s decision. While no 
assurance can be given as to the outcome in respect of 
this assessment and pending appeal in the Spanish courts, 
management believes it is more-likely-than-not that the 
subsidiary will be successful in its defense against the 
assessment and continues to measure the full amount of 
the tax benefi t. Accordingly, no tax reserve has been 
established for this potential exposure.

During fi scal 2009, the Company concluded various 
state, local and foreign income tax audits and examinations 
while several other matters, including those noted above, 
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The Company is also subject to income tax examinations 
in numerous other state, local and foreign jurisdictions. 
The Company believes that its tax reserves are adequate 
for all years subject to examination.

NOTE 9„ OTHER ACCRUED LIABILITIES
Other accrued liabilities consist of the following:

JUNE 30 2009 2008
(In millions)

Advertising, merchandising 
and sampling $ 321.1 $ 356.9

Employee compensation 280.8 303.7
Payroll and other taxes 94.8 68.9
Restructuring  48.2 0.4
Other 317.5 337.7

  $1,062.4 $1,067.6

 

remained pending. On the basis of the information avail-
able in this regard as of June 30, 2009, it is reasonably 
possible that the total amount of unrecognized tax bene-
“ ts could decrease in a range of $30 million to $60 million 
within 12 months as a result of projected resolutions of 
global tax examinations and controversies and a potential 
lapse of the applicable statutes of limitations.

The tax years subject to examination vary depending 
on the tax jurisdiction. As of June 30, 2009, the following 
tax years remain subject to examination by the major tax 
jurisdictions indicated:

Major Jurisdiction Open Fiscal Years

Belgium 2005…2009
Canada 2001…2009
France 2006…2009
Germany 1999…2009
Japan 2006…2009
Korea 2004…2009
Spain 1999…2002, 2005…2009
Switzerland 2006…2009
United Kingdom 2008…2009
United States 2002…2009
State of California 2002…2009
State of Minnesota 2001…2009
State of New York 2007…2009

NOTE 10„ DEBT
The Company•s short-term and long-term debt and available “ nancing consist of the following:

 Available “ nancing at June 30

 Debt at June 30 Committed  Uncommitted

 2009 2008 2009 2008 2009 2008
($ in millions)
6.00% Senior Notes, due May 15, 2037 

(•2037 Senior NotesŽ) $ 296.3 $ 296.2 $ „  $ „ $ „  $ „
5.75% Senior Notes, due October 15, 2033 

(•2033 Senior NotesŽ) 197.5 197.5 „  „ „  „
5.55% Senior Notes, due May 15, 2017 

(•2017 Senior NotesŽ) 324.1 310.4 „  „ „  „
7.75% Senior Notes, due November 1, 2013

(•2013 Senior NotesŽ) 299.8 „ „  „ „  „
6.00% Senior Notes, due January 15, 2012

(•2012 Senior NotesŽ) 244.2 242.0 „  „ „  „
$13.5 million promissory note due 

August 31, 2012 15.2 15.7 „  „ „  „
$7.0 million promissory note due July 31, 2009 7.7 7.4 „  „ „  „
Commercial paper „  83.9 „  „ 750.0 666.1
Turkish lira overdraft borrowing facility 12.5 13.1 „  „ 7.1 3.2
Loan participation notes „  „ „  „ 150.0 150.0
March 2010 Japanese yen revolving credit facility „  „ 15.7 „ „  „
March 2012 Japanese yen revolving credit facility „  „ 15.7 „ „  „
Other long-term borrowings 10.5 9.0 „  „ „  „
Other short-term borrowings 13.6 21.7 „  28.5 178.0 178.2
Revolving credit facility „  „ 750.0 750.0 „  „

  1,421.4 1,196.9 $781.4 $778.5 $1,085.1 $997.5
  
Less short-term debt including current maturities (33.8) (118.7)

  $1,387.6 $1,078.2
 



million principal and an unamortized debt discount of 
$0.2 million. The 2013 Senior Notes, when issued in 
November 2008, were priced at 99.932% with a yield of 
7.767%. Interest payments are required to be made semi-
annually on May 1 and November 1.

As of June 30, 2009, the Company had outstanding 
$244.2 million of 2012 Senior Notes consisting of $250.0 
million principal, an unamortized debt discount of $0.3 
million, and a $5.5 million adjustment to reflect the 
remaining termination value of an interest rate swap. The 
2012 Senior Notes, when issued in January 2002, were 
priced at 99.538% with a yield of 6.062%. Interest pay-
ments are required to be made semi-annually on January 
15 and July 15. In May 2003, the Company entered into 
an interest rate swap agreement with a notional amount 
of $250.0 million to effectively convert the fi xed rate inter-
est on its outstanding 2012 Senior Notes to variable inter-
est rates based on six-month LIBOR. In April 2007, the 
Company terminated this interest rate swap. The instru-
ment, which was classifi ed as a liability, had a fair value of 
$11.1 million at cash settlement, which included $0.9 mil-
lion of accrued interest payable to the counterparty. 
Hedge accounting treatment was discontinued prospec-
tively and the offsetting adjustment to the carrying 
amount of the related debt will be amortized to interest 
expense over the remaining life of the debt.

The purchase price related to the July 2007 acquisition 
of Ojon Corporation included (i) a promissory note due 
July 31, 2009 with a notional value of $7.0 million and 
capitalized interest of $0.7 million (present value of $7.7 
million at June 30, 2009), bearing interest at 10.00% due 
at maturity and (ii) a promissory note due August 31, 2012 
with a notional amount of $13.5 million and unamortized 
premium of $1.7 million (present value of $15.2 million at 
June 30, 2009), bearing interest at 10.00% payable annu-
ally on July 31. These notes were recorded in the accom-
panying consolidated balance sheet at present value using 
effective rates of 5.11% and 5.42%, respectively.

The Company has a $750.0 million commercial paper 
program under which it may issue commercial paper in 
the United States. The Company’s commercial paper is 
currently rated A-1 by Standard & Poor’s and P-1 by 
Moody’s. The Company’s long-term credit ratings are A 
with a negative outlook by Standard & Poor’s and A2 with 
a stable outlook by Moody’s. At June 30, 2009, there was 
no commercial paper outstanding.

As of June 30, 2009, the Company had an overdraft 
borrowing agreement with a fi nancial institution pursuant 
to which its subsidiary in Turkey may be credited to satisfy 
outstanding negative daily balances arising from its busi-
ness operations. The total balance outstanding at any time 
shall not exceed 30.0 million Turkish lira ($19.6 million at 
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As of June 30, 2009, the Company had outstanding 
$296.3 million of 2037 Senior Notes consisting of $300.0 
million principal and unamortized debt discount of $3.7 
million. The 2037 Senior Notes, when issued in May 2007, 
were priced at 98.722% with a yield of 6.093%. Interest 
payments are required to be made semi-annually on 
May 15 and November 15. In April 2007, in anticipation of 
the issuance of the 2037 Senior Notes, the Company 
entered into a series of forward-starting interest rate swap 
agreements on a notional amount totaling $210.0 million 
at a weighted average all-in rate of 5.45%. The forward-
starting interest rate swap agreements were settled upon 
the issuance of the new debt and the Company recog-
nized a loss in other comprehensive income of $0.9 
 million that will be amortized to interest expense over the 
life of the 2037 Senior Notes. As a result of the forward-
starting interest rate swap agreements, the debt discount 
and debt issuance costs, the effective interest rate on the 
2037 Senior Notes will be 6.181% over the life of the debt.

As of June 30, 2009, the Company had outstanding 
$197.5 million of 2033 Senior Notes consisting of $200.0 
million principal and unamortized debt discount of $2.5 
million. The 2033 Senior Notes, when issued in Septem-
ber 2003, were priced at 98.645% with a yield of 5.846%. 
Interest payments are required to be made semi-annually 
on April 15 and October 15. In May 2003, in anticipation 
of the issuance of the 5.75% Senior Notes, the Company 
entered into a series of treasury lock agreements on a 
notional amount totaling $195.0 million at a weighted 
average all-in rate of 4.53%. The treasury lock agreements 
were settled upon the issuance of the new debt and the 
Company received a payment of $15.0 million that will be 
amortized against interest expense over the life of the 
2033 Senior Notes. As a result of the treasury lock agree-
ments, the debt discount and debt issuance costs, the 
effective interest rate on the 2033 Senior Notes will be 
5.395% over the life of the debt.

As of June 30, 2009, the Company had outstanding 
$324.1 million of 2017 Senior Notes consisting of $300.0 
million principal, an unamortized debt discount of $0.4 
million, and a $24.5 million adjustment to refl ect the fair 
value of outstanding interest rate swaps. The 2017 Senior 
Notes, when issued in May 2007, were priced at 99.845% 
with a yield of 5.570%. Interest payments are required to 
be made semi-annually on May 15 and November 15. In 
April 2007, the Company entered into interest rate swap 
agreements with a notional amount totaling $250.0 mil-
lion to effectively convert the fi xed rate interest on its out-
standing 2017 Senior Notes to variable interest rates 
based on six-month LIBOR.

As of June 30, 2009, the Company had outstanding 
$299.8 million of 2013 Senior Notes consisting of $300.0 



amount which it believes would be necessary to resolve 
its share of this matter. If the settlement is not successfully 
completed, the Company intends to vigorously defend 
the pending claims. While no assurance can be given as 
to the ultimate outcome, management believes that the 
resolution of the Blydenburgh matters will not have a 
material adverse effect on the Company’s consolidated 
fi nancial condition.

NOTE 15 — COMMON STOCK
As of June 30, 2009, the Company’s authorized common 
stock consists of 650 million shares of Class A Common 
Stock, par value $.01 per share, and 240 million shares of 
Class B Common Stock, par value $.01 per share. Class B 
Common Stock is convertible into Class A Common 
Stock, in whole or in part, at any time and from time to 
time at the option of the holder, on the basis of one share 
of Class A Common Stock for each share of Class B 
 Common Stock converted. Holders of the Company’s 
Class A Common Stock are entitled to one vote per share 
and holders of the Company’s Class B Common Stock are 
entitled to ten votes per share.

Information about the Company’s common stock out-
standing is as follows:
 Class A Class B
(Shares in thousands)
Balance at June 30, 2006 126,455.1 85,305.9
Acquisition of treasury stock (22,477.6) —
Conversion of Class B to Class A 3,501.1 (3,501.1)
Stock-based compensation 5,044.8 —

Balance at June 30, 2007 112,523.4 81,804.8
Acquisition of treasury stock (3,106.3) —
Conversion of Class B to Class A 3,737.5 (3,737.5)
Stock-based compensation 3,685.2 —

Balance at June 30, 2008 116,839.8 78,067.3
Acquisition of treasury stock (1,401.2) —
Stock-based compensation 3,188.3 —

Balance at June 30, 2009 118,626.9 78,067.3

The Company is authorized by the Board of Directors to 
repurchase up to 88.0 million shares of Class A Common 
Stock in the open market or in privately negotiated 
 transactions, depending on market conditions and other 
factors. As of June 30, 2009, the cumulative total of 
acquired shares pursuant to the authorization was 65.3 
million, reducing the remaining authorized share repur-
chase balance to 22.7 million.

Accelerated Share Repurchase Program
In March 2007, the Company repurchased approximately 
15,960,800 shares of its outstanding Class A Common 
Stock for $750.0 million through an accelerated share 
repurchase program with a fi nancial counterparty. These 
shares were accounted for as treasury stock, carried at 
cost, and refl ected as a reduction to stockholders’ equity. 
In August 2007, the fi nancial counterparty informed the 
Company that it had completed its obligations under the 
agreement. The per-share price paid by the Company at 
inception of the program exceeded the fi nal volume 
weighted average price per share, as defi ned by the con-
tract. Accordingly, the Company received 97,417 shares of 
its Class A Common Stock from the fi nancial counterparty 
as a price adjustment and fi nal settlement, which was 
recorded as treasury stock and additional paid-in capital 
in the fi scal 2008 consolidated balance sheet.

NOTE 16 — STOCK PROGRAMS
As of June 30, 2009, the Company has two active equity 
compensation plans which include the Amended and 
Restated Fiscal 2002 Share Incentive Plan and the Non-
Employee Director Share Incentive Plan (collectively, the 
“Plans”). These Plans currently provide for the issuance of 
24,720,200 shares of Class A Common Stock, which con-
sist of shares originally provided for and shares transferred 
to the Plans from other inactive plans and employment 
agreements, to be granted in the form of stock-based 
awards to key employees, consultants and non-employee 
directors of the Company. As of June 30, 2009, approxi-
mately 5,353,100 shares of Class A Common Stock were 
reserved and available to be granted pursuant to these 
Plans. The Company may satisfy the obligation of its stock-
based compensation awards with either new or treasury 
shares. The Company’s equity compensation awards 
 outstanding at June 30, 2009 include stock options, 
 performance share units (“PSU”), restricted stock units 
(“RSU”) and share units.

Total net stock-based compensation expense is attrib-
utable to the granting of, and the remaining requisite 
 service periods of, stock options, PSUs, RSUs and share 
units. Compensation expense attributable to net stock-
based compensation for fi scal 2009, 2008 and 2007 was 
$51.5 million ($34.3 million after tax), $47.2 million ($31.2 
million after tax) and $43.2 million ($28.3 million after 
tax), respectively. As of June 30, 2009, the total unrecog-
nized compensation cost related to nonvested  stock-based 
awards was $35.4 million and the related weighted- 
average period over which it is expected to be recognized 
is approximately 1.8 years.
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of Class A Common Stock as provided for in that plan. 
Share units are accompanied by dividend equivalent 
rights that are converted to additional share units when 
such  dividends are declared. The following is a summary 
of the status of the Company’s share units as of June 30, 
2009 and activity during the fi scal year then ended:

  Weighted-Average
  Grant Date
 Shares Fair Value Per Share
(Shares in thousands)
Outstanding at June 30, 2008 18.1 $39.21

Granted 4.1 33.62
Dividend equivalents 0.4 30.25
Converted — —

Outstanding at June 30, 2009 22.6 38.02

Cash Units
Certain non-employee directors defer cash compensation 
in the form of cash payout share units, which are not sub-
ject to the Plans. These share units are classifi ed as liabilities 
and, as such, their fair value is adjusted to refl ect the current 
market value of the Company’s Class A  Common Stock. 
The Company recorded $0.3 million as compensation 
income and $0.5 million and $0.8 million as compensation 
expense to refl ect additional deferrals and the change in the 
market value for fi scal 2009, 2008 and 2007, respectively.

payable in cash upon settlement of the RSU and, as such, 
were valued at the closing market value of the Company’s 
Class A  Common Stock on the date of grant. Other RSUs 
granted in fi scal 2009 are not accompanied by dividend 
equivalent rights and, as such, were valued at the closing 
market value of the Company’s Class A Common Stock 
on the date of grant less the discounted present value of 
the  dividends expected to be paid on the shares during 
the vesting period.

The following is a summary of the status of the 
 Company’s RSUs as of June 30, 2009 and activity during 
the fi scal year then ended:
  Weighted-Average
  Grant Date
 Shares Fair Value Per Share
(Shares in thousands)
Nonvested at June 30, 2008 814.0 $40.85

Granted 618.5 52.13
Vested (479.3) 40.72
Forfeited (30.7) 45.98

Nonvested at June 30, 2009 922.5 48.31

Share Units
The Company grants share units to certain non-employee 
directors under the Non-Employee Director Share 
 Incentive Plan. The share units are convertible into shares 

NOTE 17 — NET EARNINGS PER COMMON SHARE
For the years ended June 30, 2009, 2008 and 2007, net earnings per common share (“basic EPS”) is computed by dividing 
net earnings by the weighted average number of common shares outstanding and contingently issuable shares (which 
satisfy certain conditions). Net earnings per common share assuming dilution (“diluted EPS”) is computed by refl ecting 
potential dilution from stock-based awards and contingently issuable shares.

A reconciliation between the numerators and denominators of the basic and diluted EPS computations is as follows:

YEAR ENDED JUNE 30 2009 2008 2007
(In millions, except per share data)
Numerator:
Net earnings from continuing operations $218.4 $473.8 $448.7
Discontinued operations, net of tax — — 0.5

Net earnings attributable to common stock $218.4 $473.8 $449.2

Denominator:
Weighted average common shares outstanding — Basic 196.3 193.9 204.3
Effect of dilutive stock options 0.8 2.6 3.2
Effect of restricted stock units and performance share units 0.6 0.6 0.2
Effect of contingently issuable shares pursuant to accelerated share 

repurchase program — — 0.1

Weighted average common shares outstanding — Diluted 197.7 197.1 207.8

Basic net earnings per common share:
Net earnings from continuing operations $ 1.11 $ 2.44 $ 2.20
Discontinued operations, net of tax — — .00

Net earnings $ 1.11 $ 2.44 $ 2.20

Diluted net earnings per common share:
Net earnings from continuing operations $ 1.10 $ 2.40 $ 2.16
Discontinued operations, net of tax — — .00

Net earnings $ 1.10 $ 2.40 $ 2.16
 





Of the $1.5 million, net of tax, derivative instrument gain 
recorded in AOCI at June 30, 2009, $8.7 million, net of 
tax, related to the October 2003 gain from the settlement 
of the treasury lock agreements upon the issuance of the 
 Company’s 5.75% Senior Notes due October 2033, which 
is being reclassifi ed to earnings as an offset to interest 
expense over the life of the debt. Partially offsetting this 
gain was $0.5 million, net of tax, related to a loss from the 
settlement of a series of forward-starting interest rate 
swap agreements upon the issuance of the Company’s 
6.00% Senior Notes due May 2037, which will be reclassi-
fi ed to earnings as an addition to interest expense over 
the life of the debt. Also partially offsetting the net deriva-
tive instrument gain recorded in OCI was $6.7 million in 
losses, net of tax, related to foreign currency  forward and 
option contracts which the Company will reclassify to 
earnings during the next twelve months.

Refer to Note 13 for the discussion regarding the net 
pension and post-retirement adjustments.

NOTE 19 — STATEMENT OF CASH FLOWS
Supplemental cash fl ow information for fi scal 2009, 2008 
and 2007 is as follows:

 2009 2008 2007
(In millions)
Cash:

Cash paid during the year 
for interest $ 77.2  $ 74.1 $ 44.6

Cash paid during the year
for income taxes $230.2 $249.9 $199.6

Non-cash investing and 
fi nancing activities:

Long-term debt issued upon 
acquisition of business $ — $ 23.9 $ —

Incremental tax benefi t from 
the exercise of stock options $ (7.8) $ 10.9 $ 16.0

Change in liability associated 
with acquisition of business $ 5.9 $ 8.3 $ 2.1

Capital lease obligations 
incurred $ 15.5 $ 9.7 $ 5.1

Accrued dividend equivalents $ 0.1 $ 0.2 $ 0.2

Interest rate swap derivative 
mark to market $ 13.6 $ 19.5 $ 0.6

 

NOTE 20 — SEGMENT DATA AND 
RELATED INFORMATION
Reportable operating segments include components of 
an enterprise about which separate fi nancial information 
is available that is evaluated regularly by the chief operat-
ing decision maker (the “Chief Executive”) in deciding 
how to allocate resources and in assessing performance. 
As a result of the similarities in the manufacturing, market-
ing and distribution processes for all of the Company’s 
products, much of the information provided in the con-
solidated fi nancial statements is similar to, or the same as, 
that reviewed on a regular basis by the Chief Executive. 
Although the Company operates in one business  segment, 
beauty products, management also evaluates perfor-
mance on a product category basis.

While the Company’s results of operations are also 
reviewed on a consolidated basis, the Chief Executive 
reviews data segmented on a basis that facilitates 
 comparison to industry statistics. Accordingly, net sales, 
depreciation and amortization, and operating income are 
available with respect to the manufacture and distribution 
of skin care, makeup, fragrance, hair care and other prod-
ucts. These product categories meet the defi nition of 
operating segments and, accordingly, additional fi nancial 
data are provided below. The “other” segment includes 
the sales and related results of ancillary products and 
 services that do not fi t the defi nition of skin care, makeup, 
fragrance and hair care.

The Company evaluates segment performance based 
upon operating income, which represents earnings before 
income taxes, minority interest, net interest expense and 
discontinued operations. The accounting policies for the 
Company’s reportable segments are the same as those 
described in the summary of significant accounting 
 policies, except for depreciation and amortization charges, 
which are allocated, primarily, based upon net sales. The 
assets and liabilities of the Company are managed 
 centrally and are reported internally in the same manner 
as the consolidated fi nancial statements; thus, no addi-
tional information is produced for the Chief Executive or 
included herein.
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The Company is domiciled in the United States. Net sales in the United States in fi scal 2009, 2008 and 2007 were 
$3,020.4 million, $3,276.2 million and $3,224.5 million, respectively. The Company’s long-lived assets in the United States 
at June 30, 2009, 2008 and 2007 were $612.3 million, $597.8 million and $520.1 million, respectively.

NOTE 21 — UNAUDITED QUARTERLY FINANCIAL DATA
The following summarizes the unaudited quarterly operating results of the Company for the years ended June 30, 2009 and 2008:

 Quarter Ended

 September 30 December 31 March 31(1) June 30 (2) Total Year
(In millions, except per share data)
Fiscal 2009
Net sales $1,903.5 $2,041.0 $1,696.5 $1,682.8 $7,323.8
Gross profi t 1,403.4 1,533.0 1,250.1 1,255.7 5,442.2
Operating income (loss) 92.5 270.3 70.3 (14.7)  418.4
Net earnings (loss) 51.1 158.0 27.2 (17.9)  218.4

Net earnings (loss) per common share:
Basic .26 .80 .14 (.09)  1.11
Diluted .26 .80 .14 (.09)  1.10

Fiscal 2008
Net sales $1,710.1 $2,308.8 $1,879.8 $2,012.1 $7,910.8
Gross profi t 1,254.3 1,730.3 1,407.9 1,521.5 5,914.0
Operating income 77.9 370.5 161.2 201.1 810.7
Net earnings 39.1 224.4 90.1 120.2 473.8

Net earnings per common share:
Basic .20 1.16 .47 .62 2.44
Diluted .20 1.14 .46 .61 2.40

(1)  Fiscal 2009 third quarter results include intangible asset impairment charges of $14.6 million ($13.8 million after tax, or $.07 per diluted common 
share) and restructuring and other special charges of $6.2 million ($4.2 million after tax, or $.02 per diluted common share).

(2)  Fiscal 2009 fourth quarter results include charges associated with restructuring activities of $85.1 million ($57.2 million after tax, or $.29 per  diluted 
common share), goodwill, intangible asset and other long-lived asset impairment charges of $48.5 million ($32.1 million after tax, or $.16 per 
 diluted common share), and certain out-of-period adjustments of $9.6 million ($3.9 million after tax, or $.02 per diluted common share).
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Management of The Estée Lauder Companies Inc. (including its subsidiaries) (the •CompanyŽ) is responsible for 
 establishing and maintaining adequate internal control over “ nancial reporting (as de“ ned in Rules13a-15(f) of the 
 Securities Exchange Act of 1934, as amended).

A company•s internal control over “ nancial reporting is a process designed to provide reasonable assurance regarding 
the reliability of “ nancial reporting and the preparation of “ nancial statements for external purposes in accordance with 
U.S. generally accepted accounting principles. A company•s internal control over “ nancial reporting includes those 
 policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
re” ect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions 
are recorded as necessary to permit preparation of “ nancial statements in accordance with U.S. generally accepted 
accounting principles, and that receipts and expenditures of the company are being made only in accordance with 
 authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention 
or timely detection of unauthorized acquisition, use, or disposition of the company•s assets that could have a material 
effect on the “ nancial statements.

Because of its inherent limitations, internal control over “ nancial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures 
may deteriorate.

Under the supervision of and with the participation of the Chief Executive Of“ cer and the Chief Financial Of“ cer, the 
Company•s management conducted an assessment of the effectiveness of the Company•s internal control over “ nancial 
reporting based on the framework and criteria established in Internal Control „ Integrated Framework, issued by the 
 Committee of Sponsoring Organizations of the Treadway Commission. Based on this assessment, the Company•s manage-
ment has concluded that, as of June 30, 2009, the Company•s internal control over “ nancial reporting was effective.

Fabrizio Freda Richard W. Kunes
President and Chief Executive Of“ cer Executive Vice President and Chief Financial Of“ cer

August 19, 2009
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Performance Graphs
The following graphs compare the cumulative fi ve- and fourteen-year total stockholder return (stock price appreciation 
plus dividends) on the Company’s Class A Common Stock with the cumulative total return of the S&P 500 Index and 
a market weighted index of a publicly traded peer group. The returns are calculated by assuming an investment of 
$100 in the Class A Common Stock and in each index on June 30, 2004 for the fi ve-year graph, and November 16, 1995 
(the Company’s initial public offering date) for the fourteen-year graph. The publicly traded companies included in the 
peer group are: Avon Products, Inc., Beiersdorf AG, L’Oreal S.A., LVMH Moët Hennessy Louis Vuitton S.A., The Procter & 
Gamble  Company and Shiseido Company, Ltd.

Cumulative “ ve-year total stockholder return

0

50

100

150

$200

The Estée Lauder Companies Inc. S&P 500 Peer Group

June 2004 June 2005 June 2006 June 2007 June 2008 June 2009

Cumulative fourteen-year total stockholder return

0

50

100

150

200

250

300

350

400

$450

Nov
1995

June
1996

June
1997

June
1998

June
1999

June
2000

June
2001

June
2002

June
2003

June
2004

June
2005

June
2006

June
2007

June
2008

June
2009

The Estée Lauder Companies Inc. S&P 500 Peer Group



THE EST{E LAUDER COMPANIES INC. 2009 ANNUAL REPORT ENVIRONMENTAL FIGURES

34,762 lbs of Paper Using 100% Recycled Content - Carbon Neutral: 100% Renewable Electricity

19,614 lbs Pounds of solid waste not produced. 

295,419,478 BTU’s of energy not consumed.

120,624 Pounds of wood saved.

38,592 Net pounds of GHG CO2 not produced. 

177,199 Gallons of wastewater not produced.

1,240 Pounds of waterborne waste not produced. 

18,250 Pounds of carbon emissions not produced.

0.7 Garbage trucks not going to the landfill. 

418 Trees saved.

3.5 Cars not driven for one year.

0.26 Olympic pools of water saved. 

Emissions from 19.2 barrels of oil saved.

Saved energy for powering 3.24 homes for a year.

SAVINGS DERIVED FROM PRINTING USING WIND-GENERATED ELECTRICITY
7,272.97 lbs. of CO2 not emitted.

THIS AMOUNT OF WIND-GENERATED ELECTRICITY IS EQUIVALENT TO:
6,310.12 miles not driven in an automobile or 494 trees being planted.

Sandy Alexander Inc., an ISO 14001:2004 certified printer with Forest Stewardship Council (FSC) Chain of 
Custody Certification printed this report with the use of certified renewable wind energy resulting in nearly 
zero volatile organic compound (VOC) emissions.

Cert no. BV-COC-080903

The Estée Lauder Companies Inc. 2009 Annual Report text and financial is printed on recycled paper 
that contains 100% post-consumer (PCW) fiber. This recycled paper is made from fiber sourced from 
well-managed forests and other controlled wood sources and is independently certified to the Forest 
Stewardship Council (FSC) standards; in addition, the paper is made with 100% Renewable Electric 
Energy and manufactured Carbon Neutral.






