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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the quarterly period ended March 31, 2009

OR

¨ Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the transition period from              to             

Commission file number 1-4881

AVON PRODUCTS, INC.
(Exact name of registrant as specified in its charter)
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New York 13-0544597
(State or other jurisdiction of

Incorporation or organization)

(I.R.S. Employer

Identification No.)
1345 Avenue of the Americas, New York, N.Y. 10105-0196

(Address of principal executive offices) (Zip code)

(212) 282-5000

(Telephone Number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.    Yes  x    No  ¨

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files).    Yes  ¨    No  ¨

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of �large accelerated filer,� �accelerated filer� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.

Large accelerated filer x Accelerated filer ¨

Non-accelerated filer ¨  (do not check if a smaller reporting company) Smaller reporting company ¨
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).    Yes  ¨    No  x

The number of shares of Common Stock (par value $.25) outstanding at April 30, 2009 was 426,907,237.

Edgar Filing: AVON PRODUCTS INC - Form 10-Q

Table of Contents 2



Table of Contents

TABLE OF CONTENTS

Page
Numbers

Part I. Financial Information

Item 1. Financial Statements (Unaudited)

Consolidated Statements of Income Three Months Ended March 31, 2009 and March 31, 2008 3

Consolidated Balance Sheets March 31, 2009 and December 31, 2008 4

Consolidated Statements of Cash Flows Three Months Ended March 31, 2009 and March 31, 2008 5

Notes to Consolidated Financial Statements 6-18

Item 2. Management�s Discussion and Analysis of Financial Condition and Results of Operations 19-28

Item 3. Quantitative and Qualitative Disclosures About Market Risk 29

Item 4. Controls and Procedures 29

Part II. Other Information

Item 1. Legal Proceedings 30

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 30

Item 5. Other Information 30

Item 6. Exhibits 30

Signature 31

2

Edgar Filing: AVON PRODUCTS INC - Form 10-Q

Table of Contents 3



Table of Contents

PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS
AVON PRODUCTS, INC.

CONSOLIDATED STATEMENTS OF INCOME

(Unaudited)

Three Months Ended
March 31,

In millions, except per share data 2009 2008
Net sales $ 2,157.7 $ 2,477.9
Other revenue 22.1 23.8

Total revenue 2,179.8 2,501.7
Costs, expenses and other:
Cost of sales 811.2 923.7
Selling, general and administrative expenses 1,200.2 1,281.8

Operating profit 168.4 296.2

Interest expense 24.8 26.1
Interest income (7.3) (9.2)
Other expense, net 4.2 0.7

Total other expenses 21.7 17.6

Income before taxes 146.7 278.6
Income taxes (29.2) (92.4)

Net income 117.5 186.2
Net income attributable to noncontrolling interest (0.2) (1.5)

Net income attributable to Avon $ 117.3 $ 184.7

Earnings per share:
Basic $ .27 $ .43
Diluted $ .27 $ .43

Cash dividends per common share $ .21 $ .20
The accompanying notes are an integral part of these statements.
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AVON PRODUCTS, INC.

CONSOLIDATED BALANCE SHEETS

(Unaudited)

In millions
March 31,
2009

December 31,
2008

Assets
Current Assets
Cash and cash equivalents $ 1,602.4 $ 1,104.7
Accounts receivable, net 653.9 687.8
Inventories 1,047.5 1,007.9
Prepaid expenses and other 745.7 756.5

Total current assets 4,049.5 3,556.9

Property, plant and equipment, at cost 2,382.2 2,439.9
Less accumulated depreciation (1,075.6) (1,096.0)

1,306.6 1,343.9
Other assets 1,130.3 1,173.2

Total assets $ 6,486.4 $ 6,074.0

Liabilities and Shareholders� Equity
Current Liabilities
Debt maturing within one year $ 871.2 $ 1,031.4
Accounts payable 651.0 724.3
Accrued compensation 199.0 234.4
Other accrued liabilities 544.5 581.9
Sales and taxes other than income 208.4 212.2
Income taxes 104.1 128.0

Total current liabilities 2,578.2 2,912.2

Long-term debt 2,294.1 1,456.2
Employee benefit plans 656.7 665.4
Long-term income taxes 163.3 168.9
Other liabilities 147.8 159.0

Total liabilities $ 5,840.1 $ 5,361.7

Contingencies (Note 5)

Shareholders� Equity
Common stock $ 185.9 $ 185.6
Additional paid-in capital 1,890.5 1,874.1
Retained earnings 4,146.0 4,118.9
Accumulated other comprehensive loss (1,067.7) (965.9)
Treasury stock, at cost (4,543.3) (4,537.8)
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Total Avon shareholders� equity 611.4 674.9

Noncontrolling interest 34.9 37.4

Total shareholders� equity $ 646.3 $ 712.3

Total liabilities and shareholders� equity $ 6,486.4 $ 6,074.0

The accompanying notes are an integral part of these statements.
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AVON PRODUCTS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Three Months Ended
March 31,

In millions 2009 2008
Cash Flows from Operating Activities
Net income attributable to Avon $ 117.3 $ 184.7
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization 42.8 44.0
Provision for doubtful accounts 47.9 46.4
Provision for obsolescence 24.8 22.7
Share-based compensation 17.3 17.7
Deferred income taxes 1.3 2.7
Other 18.5 13.3
Changes in assets and liabilities:
Accounts receivable (32.3) 29.3
Inventories (106.6) (118.9)
Prepaid expenses and other (9.4) (42.6)
Accounts payable and accrued liabilities (111.0) (198.5)
Income and other taxes (50.5) (26.4)
Noncurrent assets and liabilities (20.8) (15.4)

Net cash used by operating activities (60.7) (41.0)

Cash Flows from Investing Activities
Capital expenditures (51.1) (61.1)
Disposal of assets 1.6 2.8
Purchases of investments (0.1) (4.6)
Proceeds from sale of investments 45.7 4.3

Net cash used by investing activities (3.9) (58.6)

Cash Flows from Financing Activities*
Cash dividends (89.5) (91.5)
Debt, net (maturities of three months or less) (69.4) (337.8)
Proceeds from debt 883.0 513.9
Repayment of debt (134.4) (59.6)
Proceeds from exercise of stock options 0.2 16.0
Excess tax benefit realized from share-based compensation (0.1) 2.6
Repurchase of common stock (1.5) (63.9)

Net cash provided (used) by financing activities 588.3 (20.3)

Effect of exchange rate changes on cash and equivalents (26.0) 49.1

Net increase (decrease) in cash and equivalents 497.7 (70.8)
Cash and equivalents at beginning of year 1,104.7 963.4

Cash and equivalents at end of period $ 1,602.4 $ 892.6
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* Non-cash financing activities in 2009 and 2008 included the change in fair market value of interest-rate swap agreements of $(4.4) and
$11.7, respectively. Non-cash financing activities in 2009 also includes $4.5 million of shares that were repurchased by us in connection
with employees using shares to pay withholding taxes upon the vesting of their restricted stock units. The withholding taxes were not
settled at March 31, 2009.

The accompanying notes are an integral part of these statements.
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

1. ACCOUNTING POLICIES

Basis of Presentation

We prepare our unaudited interim consolidated financial statements in conformity with accounting principles generally accepted in the United
States. We consistently applied the accounting policies described in our 2008 Annual Report on Form 10-K (�2008 Form 10-K�) in preparing these
unaudited financial statements. In our opinion, we made all adjustments of a normal recurring nature that are necessary for a fair statement of the
results for the interim periods. Results for interim periods are not necessarily indicative of results for a full year. You should read these
unaudited interim consolidated financial statements in conjunction with our consolidated financial statements contained in our 2008 Form 10-K.
When used in these notes, the terms �Avon,� �Company,� �we� or �us� mean Avon Products, Inc.

For interim consolidated financial statement purposes, we compute our tax provision on the basis of our estimated annual effective income tax
rate, and provide for accruals under our various employee benefit plans for each quarter based on one quarter of the estimated annual expense.

We have reclassified some prior year amounts in the consolidated financial statements and accompanying notes for comparative purposes. We
reclassified $7.8 from accounts receivable to prepaid expenses and other on the Consolidated Statements of Cash Flows for the three months
ended March 31, 2008.

New Accounting Standards Implemented

Effective January 1, 2009, we adopted the provisions of SFAS 157, Fair Value Measurements (�SFAS 157�), as it relates to non-recurring,
nonfinancial assets and liabilities. The adoption of these provisions of SFAS 157 did not have an impact on our Consolidated Financial
Statements.

Effective January 1, 2009, we adopted SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities � an amendment of FASB
Statement No. 133, (�SFAS 161�), which changes, among other things, the disclosure requirements for derivative instruments and hedging
activities. We are required to provide enhanced disclosures about how and why we use derivative instruments, how they are accounted for, and
how they affect our financial performance. See Note 12, Derivative Instruments and Hedging Activities.

Effective January 1, 2009, we adopted FSP Emerging Issues Task Force (�EITF�) 03-6-1, Determining Whether Instruments Granted in
Share-Based Payment Transactions Are Participating Securities, (�FSP EITF 03-6-1�), which addresses whether instruments granted in
share-based payment awards are participating securities prior to vesting and, therefore, need to be included in the earnings allocation in
computing earnings per share (�EPS�) under the two-class method. Prior period EPS was adjusted retrospectively. The adoption of FSP EITF
03-6-1 did not have a material impact on the calculation of basic or diluted earnings per share. See Note 2, Earnings Per Share and Share
Repurchases.

Effective January 1, 2009, we adopted SFAS No. 141 (revised 2007), Business Combinations, (�SFAS 141R�), which changed how business
combinations are accounted for and will impact financial statements both on the acquisition date and in subsequent periods. SFAS 141R will be
applied prospectively. The impact of adopting SFAS 141R will depend on the nature and terms of future acquisitions.

Effective January 1, 2009, we adopted SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements, (�SFAS 160�), which
changed the accounting and reporting standards for the noncontrolling interests in a subsidiary in consolidated financial statements. SFAS 160
recharacterizes minority interests as noncontrolling interests and requires noncontrolling interests to be classified as a component of shareholders�
equity. SFAS 160 requires retroactive adoption of the presentation and disclosure requirements for existing minority interests. As a result of the
adoption of SFAS 160, we reclassified minority interest liabilities of $37.4 from other liabilities to equity on the Consolidated Balance Sheet for
the year ended December 31, 2008.
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

New Accounting Standards to be Implemented

In December 2008, the FASB issued Staff Position No. (�FSP�) FAS 132(R)-1, Employers� Disclosures about Postretirement Benefit Plan Assets.
The FSP will require additional disclosures about the major categories of plan assets and concentrations of risk, as well as disclosure of fair
value levels, similar to the disclosure requirements of SFAS 157. The enhanced disclosures about plan assets required by this FSP must be
provided in our 2009 Annual Report on Form 10-K.

In April 2009, the FASB issued FSP FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial Instruments. This statement
requires disclosures about fair value of financial instruments, previously only required in annual financial statements, to also be included in
interim financial statements. This statement is effective for interim reporting periods ending after June 15, 2009. We will adopt this standard
June 30, 2009.

2. EARNINGS PER SHARE AND SHARE REPURCHASES

We compute earnings per share using the two-class method, which is an earnings allocation formula that determines earnings per share for
common stock and participating securities. Our participating securities are our grants of restricted stock and restricted stock units which contain
non-forfeitable rights to dividend equivalents.

(shares in millions)
Three Months Ended

March 31,
Components of Basic and Diluted Earnings per Share 2009 2008
Numerator:
Net income attributable to Avon $ 117.3 $ 184.7
Less: Earnings allocated to participating securities (1.1) (1.1)

Net income allocated to common shareholders 116.2 183.6
Denominator:
Basic EPS weighted-average shares outstanding 426.37 426.79
Diluted effect of assumed conversion of stock options 0.08 2.43

Diluted EPS adjusted weighted-average shares outstanding 426.45 429.22

Earnings per Common Share:
Basic EPS $ .27 $ .43
Diluted EPS $ .27 $ .43

At March 31, 2009 and 2008, we did not include stock options to purchase 22.1 million shares and 8.2 million shares of Avon common stock,
respectively, in the calculations of diluted earnings per share because their inclusion would be anti-dilutive.

We purchased approximately 0.3 million shares of Avon common stock for $6.0 during the first three months of 2009, as compared to
approximately 1.7 million shares of Avon common stock for $64.7 during the first three months of 2008 under our previously announced share
repurchase program and through acquisition of stock from employees in connection with tax payments upon vesting of restricted stock units.

3. INVENTORIES
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Components of Inventories
March 31,
2009

December 31,
2008

Raw materials $ 311.3 $ 292.7
Finished goods 736.2 715.2

Total $ 1,047.5 $ 1,007.9
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

4. EMPLOYEE BENEFIT PLANS

Three Months Ended March 31,
Pension Benefits

U.S. Plans Non-U.S. Plans Postretirement Benefits
Net Periodic Benefit Costs 2009 2008 2009 2008 2009 2008
Service cost $ 2.8 $ 4.9 $ 3.5 $ 4.3 $ 0.9 $ 1.0
Interest cost 10.8 11.6 9.5 10.7 2.8 2.8
Expected return on plan assets (11.3) (12.5) (8.6) (11.9) (.6) (.6)
Amortization of prior service credit (.1) (.3) (.2) (.4) (1.5) (1.5)
Amortization of actuarial losses 8.1 8.7 2.9 2.8 .7 .4

Net periodic benefit costs $ 10.3 $ 12.4 $ 7.1 $ 5.5 $ 2.3 $ 2.1

We previously disclosed in our financial statements for the year ended December 31, 2008, that we expected to contribute approximately $60 to
$100 and $20 to $30 to our U.S. and non-U.S. pension plans, respectively, in 2009. As of March 31, 2009, we made approximately $6 and $3 of
contributions to the U.S. and non-U.S pension plans, respectively. We anticipate contributing approximately $54 to $94 and $17 to $27 to fund
our U.S. and non-U.S. pension plans, respectively, during the remainder of 2009. Our funding requirements may be impacted by regulations or
interpretations thereof.

5. CONTINGENCIES

In December 2002, our Brazilian subsidiary received a series of excise and income tax assessments from the Brazilian tax authorities asserting
that the establishment in 1995 of separate manufacturing and distribution companies in that country was done without a valid business purpose.
The assessments assert tax deficiencies during portions of the years 1997 and 1998 of approximately $91.5 at the exchange rate on March 31,
2009, plus penalties and accruing interest totaling approximately $171.1 at the exchange rate on March 31, 2009. In July 2003, a first-level
appellate body rejected the basis for income tax assessments representing approximately 76% of the total assessment, or $200.8 (including
interest). In March 2004, that rejection was confirmed in a mandatory second-level appellate review. The remaining assessments relating to
excise taxes (approximately $61.8) were not affected and are awaiting a decision at the first administrative level. In December 2003, an
additional assessment was received in respect of excise taxes for the balance of 1998, totaling approximately $125.0 at the exchange rate on
March 31, 2009, and asserting a different theory of liability based on purported market sales data. In January 2005, an unfavorable first
administrative level decision was received with respect to the appeal of that assessment and a further appeal has been taken. In December 2004,
an additional assessment was received in respect of excise taxes for the period from January 1999 to December 2001, totaling approximately
$278.3 at the exchange rate on March 31, 2009, and asserting the same theory of liability as in the December 2003 assessment. We appealed that
assessment. In September 2005, an unfavorable first administrative level decision was received with respect to the appeal of the December 2004
assessment, and a further appeal is being taken. The assessments issued in 2003 and 2004 are awaiting a decision at the second administrative
level. In the event that assessments are upheld in the earlier stages of review, it may be necessary for us to provide security to pursue further
appeals, which, depending on the circumstances, may result in a charge to income. It is not possible to make a reasonable estimate of the amount
or range of expense that could result from an unfavorable outcome in respect of these or any additional assessments that may be issued for
subsequent periods. The structure adopted in 1995 is comparable to that used by many companies in Brazil, and we believe that it is appropriate,
both operationally and legally, and that the assessments are unfounded. This matter is being vigorously contested and in the opinion of our
outside counsel the likelihood that the assessments ultimately will be upheld is remote. Management believes that the likelihood that the
assessments will have a material impact on our consolidated financial position, results of operations or cash flows is correspondingly remote.

Kendall v. Employees� Retirement Plan of Avon Products and the Retirement Board is a purported class action commenced in April 2003 in the
United States District Court for the Southern District of New York. Plaintiff is a retired employee of Avon who, before retirement, had been on
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paid disability leave for approximately 19 years. The initial complaint alleged that the Employees� Retirement Plan of Avon Products (the
�Retirement Plan�) violated the Employee Retirement Income Security Act (�ERISA�) and, as a consequence, unlawfully reduced the amount of
plaintiff�s pension. Plaintiff sought a reformation of the Retirement Plan and recalculation of benefits under the terms of the Retirement Plan, as
reformed for plaintiff and for the
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

purported class. In November 2003, plaintiff filed an amended complaint alleging additional Retirement Plan violations of ERISA and seeking,
among other things, elimination of a social security offset in the Retirement Plan. The purported class includes �all Plan participants, whether
active, inactive or retired, and their beneficiaries and/or Estates, with one hour of service on or after January 1, 1976, whose accrued benefits,
pensions or survivor�s benefits have been or will be calculated and paid based on the Plan�s unlawful provisions.� In February 2004, we filed a
motion to dismiss the amended complaint. In September 2007, the trial court granted our motion to dismiss and this decision was affirmed on
appeal by the United States Court of Appeals for the Second Circuit in March 2009. While it is not possible to predict the outcome of litigation,
management believes that there are meritorious defenses to the claims asserted and that this action should not have a material adverse effect on
our consolidated financial position, results of operations or cash flows.

In August 2005, we reported the filing of class action complaints for alleged violations of the federal securities laws in actions entitled Nilesh
Patel v. Avon Products, Inc. et al. and Michael Cascio v. Avon Products, Inc. et al., respectively, which subsequently have been consolidated. A
consolidated amended class action complaint for alleged violations of the federal securities laws was filed in the consolidated action in
December 2005 in the United States District Court for the Southern District of New York (Master File Number 05-CV-06803) under the caption
In re Avon Products, Inc. Securities Litigation naming Avon, an officer and two officer/directors. The consolidated action, brought on behalf of
purchasers of our common stock between February 3, 2004 and September 20, 2005, seeks damages for alleged false and misleading statements
�concerning Avon�s operations and performance in China, the United States . . . and Mexico.� The consolidated amended complaint also asserts
that during the class period certain officers and directors sold shares of our common stock. In February 2006, we filed a motion to dismiss the
consolidated amended class action complaint, asserting, among other things, that it failed to state a claim upon which relief may be granted, and
the plaintiffs have opposed that motion. In March 2009, the Court granted our motion to dismiss the consolidated amended complaint with
prejudice.

In August 2005, we reported the filing of a complaint in a shareholder derivative action purportedly brought on behalf of Avon entitled Robert L.
Garber, derivatively on behalf of Avon Products, Inc. v. Andrea Jung et al. as defendants, and Avon Products, Inc. as nominal defendant. An
amended complaint was filed in this action in December 2005 in the United States District Court for the Southern District of New York (Master
File Number 05-CV-06803) under the caption In re Avon Products, Inc. Securities Litigation naming certain of our officers and directors. The
amended complaint alleges that defendants� violations of state law, including breaches of fiduciary duties, abuse of control, gross
mismanagement, waste of corporate assets and unjust enrichment, between February 2004 and the present, have caused losses to Avon. In
February 2006, we filed a motion to dismiss the amended complaint, asserting, among other things, that it failed to state a claim upon which
relief may be granted, and the plaintiff opposed that motion. In February 2009, plaintiff Garber filed an unopposed motion for voluntary
dismissal of the action, which the Court granted by orders dated February 13, 2009 and March 16, 2009.

In October 2005, we reported the filing of class action complaints for alleged violations of the Employee Retirement Income Security Act
(�ERISA�) in actions entitled John Rogati v. Andrea Jung, et al. and Carolyn Jane Perry v. Andrea Jung, et al., respectively, which subsequently
have been consolidated. A consolidated class action complaint for alleged violations of ERISA was filed in the consolidated action in December
2005 in the United States District Court for the Southern District of New York (Master File Number 05-CV-06803) under the caption In re Avon
Products, Inc. ERISA Litigation naming Avon, certain officers, Avon�s Retirement Board and others. The consolidated action purports to be
brought on behalf of the Avon Products, Inc. Personal Savings Account Plan and the Avon Products, Inc. Personal Retirement Account Plan
(collectively the �Plan�) and on behalf of participants and beneficiaries of the Plan �for whose individual accounts the Plan purchased or held an
interest in Avon Products, Inc. . . . common stock from February 20, 2004 to the present.� The consolidated complaint asserts breaches of
fiduciary duties and prohibited transactions in violation of ERISA arising out of, inter alia, alleged false and misleading public statements
regarding Avon�s business made during the class period and investments in Avon stock by the Plan and Plan participants. In February 2006, we
filed a motion to dismiss the consolidated complaint, asserting that it failed to state a claim upon which relief may be granted, and the plaintiffs
have opposed that motion. In March 2009, the Court granted our motion to dismiss the consolidated complaint with prejudice.

Management is unable to make a meaningful estimate of the amount or range of loss that could result from unfavorable outcomes but, under
some circumstances, adverse awards could be material to our consolidated financial position, results of operations or cash flows.
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We are voluntarily conducting an internal investigation of our China operations, focusing on compliance with the Foreign Corrupt Practices Act.
The internal investigation, which is being conducted under the oversight of the Audit Committee, commenced in June 2008 after we received an
allegation that certain travel, entertainment and other expenses may have been
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

improperly incurred in connection with our China operations. We have voluntarily contacted the Securities and Exchange Commission and the
United States Department of Justice to advise both agencies that an internal investigation is underway. Because the internal investigation is in its
early stage, we cannot predict how the resulting consequences, if any, may impact our internal controls, business, results of operations or
financial position.

Various other lawsuits and claims, arising in the ordinary course of business or related to businesses previously sold, are pending or threatened
against Avon. In management�s opinion, based on its review of the information available at this time, the total cost of resolving such other
contingencies at March 31, 2009, should not have a material adverse effect on our consolidated financial position, results of operations or cash
flows.

6. COMPREHENSIVE INCOME

Three Months Ended
March 31,

Components of Comprehensive Income 2009 2008
Net income $ 117.5 $ 186.2
Foreign currency translation adjustments (109.8) 89.3
Change in unrealized gains from available-for-sale securities �  (.2)
Change in derivative losses on cash flow hedges 1.0 (7.9)
Adjustments for amortization of net actuarial loss, prior service cost, and transition obligation, net of taxes 7.0 6.3

Comprehensive income 15.7 273.7
Less: comprehensive income attributable to noncontrolling interest (2.5) 2.7

Comprehensive income attributable to Avon $ 13.2 $ 276.4

7. SEGMENT INFORMATION

Summarized financial information concerning our reportable segments was as follows:

Three Months Ended March 31,
2009 2008

Revenue

Operating
Profit
(Loss) Revenue

Operating
Profit
(Loss)

Latin America $ 794.0 $ 88.2 $ 864.3 $ 120.6
North America 525.7 22.5 593.6 63.9
Central & Eastern Europe 321.4 48.3 421.6 93.1
Western Europe, Middle East & Africa 243.2 6.0 317.0 19.3
Asia Pacific 199.6 15.2 217.4 23.0
China 95.9 13.5 87.8 13.6

Total from operations 2,179.8 193.7 2,501.7 333.5
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Global and other �  (25.3) �  (37.3)

Total $ 2,179.8 $ 168.4 $ 2,501.7 $ 296.2
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AVON PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Dollars in millions, except per share data)

Our consolidated net sales by classes of principal products were as follows:

Three Months Ended
March 31,

2009 2008
Beauty(1) $ 1,562.3 $ 1,779.8
Fashion(2) 388.7 467.7
Home(3) 206.7 230.4

Net sales $ 2,157.7 2,477.9
Other revenue(4) 22.1 23.8

Total revenue $ 2,179.8 $ 2,501.7

(1) Beauty includes cosmetics, fragrances, skin care and toiletries.
(2) Fashion includes fashion jewelry, watches, apparel, footwear and accessories.
(3) Home includes gift and decorative products, housewares, entertainment and leisure products and children�s and nutritional products.
(4) Other primarily includes shipping and handling fees billed to Representatives.
Sales from Health and Wellness products and mark. are included among these categories based on product type.

8. SUPPLEMENTAL BALANCE SHEET INFORMATION

At March 31, 2009 and December 31, 2008, prepaid expenses and other included the following:

March 31,
2009

December 31,
2008

Deferred tax assets $ 202.2 $ 194.6
Receivables other than trade 118.5 127.1
Prepaid taxes and tax refunds receivable 160.9 156.5
Prepaid brochure costs, paper and other literature 114.0 126.0
Short-term investments 37.2 40.1
Other 112.9 112.2

Prepaid expenses and other $ 745.7 $ 756.5

At March 31, 2009 and December 31, 2008, other assets included the following:

Components of Other Assets
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March 31,
2009

December 31,
2008

Deferred tax assets $ 502.7 $ 502.5
Goodwill (Note 10) 220.1 224.5
Intangible assets (Note 10) 25.0 28.6
Investments 63.6 108.9
Deferred software 102.2 98.3
Interest-rate swap agreements (Note 11 and 12) 102.0 103.7
Other 114.7 106.7

Other assets $ 1,130.3 $ 1,173.2
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9. RESTRUCTURING INITIATIVES

2005 Restructuring Program

In November 2005, we announced a multi-year turnaround plan to restore sustainable growth. As part of our turnaround plan we launched a
restructuring program in late 2005 (the �2005 Restructuring Program�). Restructuring initiatives under this program include:

� enhancement of organizational effectiveness, including efforts to flatten the organization and bring senior management closer to
consumers through a substantial organization downsizing;

� implementation of a global manufacturing strategy through facilities realignment;

� implementation of additional supply chain efficiencies in distribution; and

� streamlining of transactional and other services through outsourcing and moves to lower-cost countries.
We have approved and announced all of the initiatives that are part of our 2005 Restructuring Program. We expect to record total restructuring
charges and other costs to implement restructuring initiatives of approximately $530 before taxes. We have recorded total costs to implement,
net of adjustments, of $508.7 ($4.5 in the first three months of 2009, $60.6 in 2008, $158.3 in 2007, $228.8 in 2006, and $56.5 in 2005) for
actions associated with our restructuring initiatives.

Restructuring Charges � First Quarter 2009

During the first quarter of 2009, we recorded net charges of $(1.8) associated with previously approved initiatives that are part of our 2005
Restructuring Program. We also incurred implementation costs of $4.4 for professional service fees, primarily associated with our initiatives to
outsource certain finance processes and realign certain distribution operations, and recorded accelerated depreciation of $1.9 associated with our
initiatives to realign certain distribution operations, resulting in total costs to implement during the first quarter of 2009 of $4.5. These costs to
implement were recorded in selling, general and administrative expenses.

Restructuring Charges � First Quarter 2008

During the first quarter of 2008, we recorded net charges of $13.8 associated with initiatives that were part of our 2005 Restructuring Program.
We also incurred implementation costs of $10.1 for professional service fees, primarily associated with our initiatives to outsource certain
finance and human resource processes, and recorded accelerated depreciation of $1.6 associated with our initiatives to realign certain distribution
operations, resulting in total costs to implement during the first quarter of 2008 of $25.5. These costs to implement were recorded in selling,
general and administrative expenses.

The liability balances for the initiatives under the 2005 Restructuring Program are shown below:
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Employee-
Related
Costs

Asset
Write-offs

Inventory
Write-offs

Currency
Translation
Adjustment
Write-offs

Contract
Terminations/

Other Total
Balance December 31, 2008 $ 93.6 $ �  $ �  $ �  $ .3 $ 93.9
2009 Charges .7 �  �  �  �  .7
Adjustments (3.1) �  �  �  �  (3.1)
Cash payments (16.5) �  �  �  (.2) (16.7)
Non-cash write-offs .6 �  �  �  �  .6
Foreign exchange (2.6) �  �  �  �  (2.6)

Balance March 31, 2009 $ 72.7 $ �  $ �  $ �  $ .1 $ 72.8
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The following table presents the restructuring charges incurred to date, net of adjustments, under our 2005 Restructuring Program that began in
the fourth quarter of 2005, along with the charges expected to be incurred under the plan:

Employee-
Related
Costs

Asset
Write-offs

Inventory
Write-offs

Currency
Translation
Adjustment
Write-offs

Contract
Terminations/

Other Total
Charges incurred to date $ 342.7 $ 10.8 $ 7.4 $ 11.6 $ 8.6 $ 381.1
Charges to be incurred on approved initiatives 20.6 �  �  �  �  20.6

Total expected charges $ 363.3 $ 10.8 $ 7.4 $ 11.6 $ 8.6 $ 401.7

The charges, net of adjustments, of initiatives under the 2005 Restructuring Program by reportable business segment were as follows:

Latin
America

North
America

Central
&

Eastern
Europe

Western
Europe,
Middle
East &
Africa

Asia
Pacific China Corporate Total

2005 $ 3.5 $ 6.9 $ 1.0 $ 11.7 $ 18.2 $ 4.2 $ 6.1 $ 51.6
2006 34.6 61.8 6.9 45.1 22.2 2.1 29.5 202.2
2007 14.9 7.0 4.7 65.1 4.3 1.3 12.7 110.0
2008 1.9 (1.1) 1.7 19.0 .6 �  (3.0) 19.1
2009 .4 .2 �  (1.4) .6 �  (1.6) (1.8)

Charges recorded to date $ 55.3 $ 74.8 $ 14.3 $ 139.5 $ 45.9 $ 7.6 $ 43.7 $ 381.1
Charges to be incurred on approved initiatives 3.9 3.0 .1 1.8 9.7 �  2.1 20.6

Total expected charges $ 59.2 $ 77.8 $ 14.4 $ 141.3 $ 55.6 $ 7.6 $ 45.8 $ 401.7

As noted previously, we expect to record total costs to implement of approximately $530 before taxes for all restructuring initiatives under the
2005 Restructuring Program, including restructuring charges and other costs to implement. The amounts shown in the tables above as charges
recorded to date relate to initiatives that have been approved and recorded in the financial statements as the costs are probable and estimable.
The amounts shown in the tables above as total expected charges represent charges recorded to date plus charges yet to be recorded for approved
initiatives as the relevant accounting criteria for recording an expense have not yet been met. In addition to the charges included in the tables
above, we will incur other costs to implement restructuring initiatives such as consulting, other professional services, and accelerated
depreciation.

2009 Restructuring Program

In February 2009, we announced a new restructuring program (the �2009 Restructuring Program�) which targets increasing levels of efficiency
and organizational effectiveness across the Company�s global operations. The 2009 Program initiatives are expected to include:
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� restructuring the Company�s global supply chain operations;

� realigning certain local business support functions to a more regional basis to drive increased efficiencies; and

� streamlining transaction related services, including selective outsourcing.
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We expect to record total restructuring charges and other costs to implement restructuring initiatives in the range of $300 to $400 before taxes
over the next several years, with implementation anticipated to begin in 2009 and to be completed by 2012-2013.

Restructuring Charges � First Quarter 2009

During the first quarter of 2009, we recorded charges and related liability of $7.1 associated with approved initiatives that are part of the 2009
Restructuring Program. The liability balances for the initiatives that have been approved to date all relate to employee-related costs. The
approved initiatives primarily relate to the realignment of certain supply chain and marketing functions. We also incurred implementation costs
of $2.9 for professional service fees relating to initiatives currently being assessed. These costs to implement were recorded in selling, general
and administrative expenses.

The charges of initiatives approved to date under the 2009 Restructuring Program by reportable business segment were as follows:

Latin
America

North
America

Central
&

Eastern
Europe

Western
Europe,
Middle
East &
Africa

Asia
Pacific China Corporate Total

Charges recorded to date $ .2 $ 1.6 $ 1.7 $ .5 $ .1 $ �  $ 3.0 $ 7.1
Charges to be incurred on approved initiatives �  �  .2 �  .4 �  �  .6

Total expected charges on approved initiatives $ .2 $ 1.6 $ 1.9 $ .5 $ .5 $ �  $ 3.0 $ 7.7

As noted previously, we expect to record total costs to implement in the range of $300 to $400 million before taxes for all restructuring
initiatives under the 2009 Restructuring Program, including restructuring charges and other costs to implement. The amounts shown in the table
above as charges recorded to date relate to initiatives that have been approved and recorded in the financial statements as the costs are probable
and estimable. The amounts shown in the table above as total expected charges on approved initiatives represents charges recorded to date plus
charges yet to be recorded for approved initiatives as the relevant accounting criteria for recording an expense have not yet been met. In addition
to the charges included in the table above, we will incur other costs to implement restructuring initiatives such as consulting, other professional
services, and accelerated depreciation.

10. GOODWILL AND INTANGIBLE ASSETS

Goodwill

Latin
America

Central
&

Eastern
Europe

Western
Europe,
Middle
East &
Africa

Asia
Pacific China Total

Balance at December 31, 2008 $ 94.9 $ 8.8 $ 33.3 $ 12.4 $ 75.1 $ 224.5
Adjustments �  �  �  �  �  �  
Foreign exchange �  (1.5) (2.2) (.8) .1 (4.4)
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Balance at March 31, 2009 $ 94.9 $ 7.3 $ 31.1 $ 11.6 $ 75.2 $ 220.1
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Intangible assets

March 31, 2009 December 31, 2008
Gross
Amount

Accumulated
Amortization

Gross
Amount

Accumulated
Amortization

Amortized Intangible Assets
Customer relationships $ 38.4 $ (26.9) $ 38.4 $ (25.6)
Licensing agreements 42.4 (30.6) 42.4 (28.3)
Noncompete agreements 7.4 (5.7) 7.4 (5.7)

Total $ 88.2 $ (63.2) $ 88.2 $ (59.6)

Estimated Amortization Expense:
2009 $ 14.0
2010 2.0
2011 2.0
2012 2.0
2013 2.0
Aggregate amortization expense during the three months ended March 31, 2009 and 2008 was $3.6 and $4.3, respectively.

11. FAIR VALUE

We adopted SFAS 157 as of January 1, 2008, with the exception of the application of the statement to non-recurring, nonfinancial assets and
liabilities, which was adopted as of January 1, 2009 with no impact. The adoption of SFAS 157 did not have a material impact on our fair value
measurements. SFAS 157 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in the principal or
most advantageous market for the asset or liability in an orderly transaction between market participants at the measurement date. SFAS 157
establishes a fair value hierarchy, which prioritizes the inputs used in measuring fair value into three broad levels as follows:

� Level 1 - Quoted prices in active markets for identical assets or liabilities.

� Level 2 - Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly.

� Level 3 - Unobservable inputs based on our own assumptions.
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The following table presents the fair value hierarchy for those assets and liabilities measured at fair value on a recurring basis as of March 31,
2009:

Fair Value at March 31, 2009
Level 1 Level 2 Level 3 Total

Assets:
Available-for-sale securities $ 17.6 �  �  $ 17.6
Interest-rate swap agreements �  $ 102.0 �  102.0
Foreign exchange forward contracts �  3.0 �  3.0

Total $ 17.6 $ 105.0 �  $ 122.6

Liabilities:
Interest-rate swap agreements �  $ 16.2 �  $ 16.2
Foreign exchange forward contracts �  22.1 �  22.1

Total �  $ 38.3 �  $ 38.3

The fair values of our available-for-sale securities are based on quoted prices. The fair values of our interest-rate swap agreements are based on
LIBOR yield curves at the reporting date. The fair values of our foreign exchange forward contracts are based on quoted forward foreign
exchange prices at the reporting date.

The available-for-sale securities are held in a trust in order to fund future benefit payments for non-qualified retirement plans. As of March 31,
2009, we have recorded a net unrealized gain of $0.3 in accumulated other comprehensive loss, within shareholders� equity, associated with the
available-for-sale securities. The foreign exchange forward contracts and interest-rate swap agreements are hedges of either recorded assets or
liabilities or anticipated transactions. Changes in values of the underlying hedged assets and liabilities or anticipated transactions are not
reflected in the table above.

12. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Derivatives are recognized on the balance sheet at their fair values. The following table presents the fair value of derivative instruments
outstanding at March 31, 2009:

Asset Liability
Balance Sheet
Classification

Fair
Value

Balance Sheet
Classification

Fair
Value

Derivatives designated as hedges:
Interest-rate swap agreements Other assets $ 82.0 Other Liabilities �  
Foreign exchange forward contracts Prepaid expenses and other �  Accounts Payable $ 7.1

Total derivatives designated as hedges $ 82.0 $ 7.1
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Derivatives not designated as hedges:
Interest-rate swap agreements Other assets $ 20.0 Other Liabilities $ 16.2
Foreign exchange forward contracts Prepaid expenses and other 3.0 Accounts Payable 15.0

Total derivatives not designated as hedges $ 23.0 $ 31.2

Total derivatives $ 105.0 $ 38.3

When we become a party to a derivative instrument, we designate the instrument as a fair value hedge, a cash flow hedge, a net investment
hedge, or a non-hedge.

We assess, both at the hedge�s inception and on an ongoing basis, whether the derivatives that are used in hedging transactions are highly
effective in offsetting changes in fair values or cash flows of hedged items. The ineffective portion of a derivative�s gain or loss, if any, is
recorded in earnings in other expense, net on the Consolidated Statements of Income. When we determine that a derivative is not highly
effective as a hedge, hedge accounting is
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discontinued. When it is probable that a hedged forecasted transaction will not occur, we discontinue hedge accounting for the affected portion
of the forecasted transaction, and reclassify gains or losses that were accumulated in AOCI to earnings.

Interest Rate Risk

We use interest-rate swap agreements, which effectively convert the fixed rate on long-term debt to a floating interest rate, to manage our
interest rate exposure. These agreements are designated as fair value hedges. At March 31, 2009, we held interest-rate swap agreements that
effectively converted approximately 53% of our outstanding long-term, fixed-rate borrowings to a variable interest rate based on LIBOR. Our
total exposure to floating interest rates at March 31, 2009, was approximately 60%.

At March 31, 2009, we had interest-rate swap agreements designated as fair value hedges of fixed-rate debt, with notional amounts totaling
$1,290. During the three months ended March 31, 2009, we recorded a net loss of $3.1 in interest expense for these interest-rate swap
agreements designated as fair value hedges. The loss on these interest-rate swap agreements was offset by an equal gain in interest expense on
our fixed-rate debt.

At times, we may de-designate the hedging relationship of a receive-fixed/pay-variable interest-rate swap agreement. In these cases, we enter
into receive-variable/pay-fixed interest-rate swap agreements that are designed to offset the gain or loss on the de-designated contract. At
March 31, 2009, we had interest-rate swap agreements that are not designated as hedges with notional amounts totaling $650. During the three
months ended March 31, 2009, we recorded a net loss of $1.3 in other expense, net associated with these undesignated interest-rate swap
agreements.

Foreign Currency Risk

The primary currencies for which we have net underlying foreign currency exchange rate exposures are the Argentine peso, Brazilian real,
British pound, Canadian dollar, Chinese renminbi, Colombian peso, the euro, Japanese yen, Mexican peso, Philippine peso, Polish zloty,
Russian ruble, Turkish lira, Ukrainian hryvnia and Venezuelan bolivar. We use foreign exchange forward contracts to manage a portion of our
foreign currency exchange rate exposures. At March 31, 2009, we had outstanding foreign exchange forward contracts with notional amounts
totaling approximately $250 for the euro, the Hungary forint, the Peru new sol, the Czech Republic koruna, the Romania leu, the Slovakia
koruna, the Australian dollar, the New Zealand dollar, the Polish zloty and the British pound.

We use foreign exchange forward contracts to hedge portions of our forecasted foreign currency cash flows resulting from intercompany
royalties, and other third-party and intercompany foreign currency transactions where there is a high probability that anticipated exposures will
materialize. These contracts are designated as cash flow hedges. The effective portion of the gain or loss on the derivative is recorded in AOCI
to the extent effective and reclassified into earnings in the same period or periods during which the transaction hedged by that derivative also
affects earnings. The ineffective portion of the gain or loss on the derivative is recorded in other expense, net. During the first quarter of 2009
there was no ineffectiveness reported. The effective portion of these hedges resulted in a loss of $3.9 being recognized in AOCI and
subsequently reclassed from AOCI to cost of sales to offset a gain on the item being hedged during the three months ended March 31, 2009.

We also use foreign exchange forward contracts to manage foreign currency exposure of intercompany loans. These contracts are not designated
as hedges. The change in fair value of these contracts is immediately recognized in earnings and substantially offsets the foreign currency impact
recognized in earnings relating to the intercompany loans. During the three months ended March 31, 2009, we recorded a loss of $13.4 in other
expense, net related to these undesignated foreign exchange forward contracts, which offset gains on the intercompany loans caused by changes
in foreign currency exchange rates.

We have used foreign currency-denominated debt to hedge the foreign currency exposure related to the net assets of a foreign subsidiary. A loss
of $1.6 on the foreign currency-denominated debt was effective as a hedge of the net assets of the foreign subsidiary and was recorded in AOCI.
During the three months ended March 31, 2009, the ineffective portion of the loss was $.3 on the foreign currency-denominated debt and was
recorded in other expense, net.
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13. DEBT AND FINANCIAL INSTRUMENTS

In March 2009, we issued $850.0 principal amount of notes payable in a public offering. $500.0 of the notes bear interest at a per annum coupon
rate equal to 5.625%, payable semi-annually, and mature on March 1, 2014 (the �2014 Notes�). $350.0 of the notes bear interest at a per annum
coupon rate equal to 6.500%, payable semi-annually, and mature on March 1, 2019. A portion of the net proceeds from the offering of $837.6
were used to repay some of the outstanding indebtedness under our commercial paper program. The remaining net proceeds are to be used for
general corporate purposes, including expected reductions of borrowings under our commercial paper program. In connection with the offering
of the 2014 Notes, we entered into five-year interest-rate swap agreements with notional amounts totaling $500.0 to effectively convert the fixed
interest rate on the 2014 Notes to a variable interest rate, based on LIBOR.

The indentures under which the above notes were issued contain certain covenants, including limits on the incurrence of liens and restrictions on
the incurrence of sale/leaseback transactions and transactions involving a merger, consolidation or sale of substantially all of our assets. At
March 31, 2009, we were in compliance with all covenants in our indentures.
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OVERVIEW

We are a global manufacturer and marketer of beauty and related products. Our business is conducted worldwide, primarily in the direct selling
channel. We presently have sales operations in 66 countries and territories, including the United States, and distribute products in 44 more. Our
reportable segments are based on geographic operations in six regions: Latin America; North America; Central & Eastern Europe; Western
Europe, Middle East & Africa; Asia Pacific; and China. We centrally manage global Brand Marketing, Supply Chain and Sales organizations.
Product categories include: Beauty, which consists of cosmetics, fragrances, skin care and toiletries (�CFT�); Fashion, which consists of fashion
jewelry, watches, apparel, footwear and accessories; and Home, which consists of gift and decorative products, housewares, entertainment and
leisure products and children�s and nutritional products. Sales from Health and Wellness products and mark., a global cosmetics brand that
focuses on the market for young women, are included among these three categories based on product type. Sales are made to the ultimate
consumer principally through direct selling by approximately 5.8 million independent Representatives, who are independent contractors and not
employees of Avon. The success of our business is highly dependent on recruiting, retaining and servicing our Representatives.

We view the geographic diversity of our businesses as a strategic advantage in part because it allows us to participate in higher growth beauty
markets internationally. In developed markets, such as the United States, we seek to achieve growth in line with that of the overall beauty
market, while in developing and emerging markets we seek to achieve higher growth targets. During 2008, approximately 80% of our
consolidated revenue was derived from operations outside the U.S. When we first penetrate a market, we typically experience high growth rates
and, as we reach scale in that market, growth rates generally decline.

During the first quarter of 2009, revenues decreased 13%, impacted by unfavorable foreign exchange and the depressed economy. Local
currency revenue increased 3%, with increases in Latin America, Central & Eastern Europe, Asia Pacific and China. Sales from products in the
Beauty category decreased 12%, due to unfavorable foreign exchange. On a local currency basis, sales of products in the Beauty category
increased 5% due to a 2% increase in units and 3% increase in net per unit. Active Representatives increased 7%. Unfavorable foreign exchange
lowered operating margin by an estimated 4 points year over year, approximately 3 points from foreign-exchange transaction and approximately
1 point from foreign-exchange translation. See the �Segment Review� section of Management�s Discussion and Analysis of Financial Condition
and Results of Operations for additional information related to changes in revenue by segment.

We expect that the global economic pressures and negative impact of foreign currency will continue or could worsen in the foreseeable future
and 2009 will be a challenging year. Given the current macro-economic environment, we expect that revenue growth in 2009 will be somewhat
lower than our long-term revenue growth, which is expected to average mid-single digits, excluding the impact of foreign exchange. We also
expect that operating margin in 2009 will continue to be pressured by the unfavorable impacts of foreign exchange, both foreign currency
translation and the impact of transaction losses caused by changes in foreign exchange. Operating margin will also be negatively impacted by
additional restructuring charges during 2009. We believe benefits from our strategic sourcing initiative (�SSI�) program, focusing on
manufacturing productivity, changing sourcing of raw materials and finished goods to help mitigate foreign exchange impacts, and some
softening in commodity costs will help to partially offset the negative impact of foreign exchange. We will continue to look for ways to
transform our cost structure and intend to reduce non-strategic spending during 2009, while continuing our strategies of investing in advertising
and our Representatives, which we continue to expect will remain constant as a percent of revenue for the full year on a combined basis. We will
also continue to offer an increased assortment of �smart value� products, which are quality products at affordable price points, and promoting our
Representative earnings opportunity to a wider audience.

We believe that our operating cash flow and global cash balances of $1.6 billion, coupled with the continuing execution of our turnaround
strategies and the competitive advantages of our direct selling business model, will allow us to look beyond the anticipated 2009 challenges and
continue our focus on long-term sustainable, profitable growth.

Our strategic initiatives include advertising and representative value proposition (�RVP�) investments, the product line simplification initiative
(�PLS�), SSI, enterprise resource planning system, zero-overheard-growth philosophy and sales and operation planning process. We are also
implementing restructuring initiatives under the 2005 and 2009 Restructuring
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Programs. For a description of these initiatives, please refer to Item 7 of our 2008 Annual Report on Form 10-K (�2008 Form 10-K�). With regards
to our four major initiatives, SSI, PLS and the two restructuring programs, we remain on track with our expectations included in the 2008 Form
10-K. During the first quarter of 2009:

� we invested approximately $11 incrementally in our Representatives through RVP by continued implementation of our Sales
Leadership program, enhanced incentives, increased sales campaign frequency, improved commissions and new e-business tools.
This incremental investment was ahead of revenue growth;

� we realized benefits of approximately $45 from SSI; and

� actions implemented under the 2005 Restructuring Program resulted in savings of approximately $75, as compared to savings of
approximately $63 in the first quarter of 2008. See Note 9, Restructuring Initiatives, of the Notes to the Consolidated Financial
Statements, for more information on our restructuring programs.

NEW ACCOUNTING STANDARDS

Information relating to new accounting standards is included in Note 1, Accounting Policies, of the Notes to Consolidated Financial Statements.

RESULTS OF OPERATIONS�THREE MONTHS ENDED MARCH 31, 2009 AS COMPARED TO MARCH 31, 2008

Consolidated

2009 2008

Favorable
(Unfavorable)

%/Point
Change

Total revenue $ 2,179.8 $ 2,501.7 (13)%

Cost of sales 811.2 923.7 12%
Selling, general and administrative expenses 1,200.2 1,281.8 6%

Operating profit 168.4 296.2 (43)%

Interest expense 24.8 26.1 5%
Interest income 7.3 9.2 (20)%
Other expense, net 4.2 .7 (500)%

Net income attributable to Avon 117.3 184.7 (36)%

Diluted earnings per share .27 .43 (37)%
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Advertising expenses (1) 78.2 81.6 4%

Gross margin 62.8% 63.1% (.3)
Selling, general and administrative expenses as a % of total revenue 55.1% 51.2% (3.9)
Operating margin 7.7% 11.8% (4.1)
Effective tax rate 19.9% 33.2% 13.3

Units sold �  
Active Representatives 7
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