BDF 0000
Beiersdorf

Annual Report 2005

Passion for Brands,
Passion for People



Verwendete Acrobat Distiller 6.0.1 Joboptions
Dieser Report wurde mit Hilfe der Adobe Acrobat Distiller Erweiterung "Distiller Secrets v2.0.1" der IMPRESSED GmbH erstellt.
Sie können diese Startup-Datei für die Distiller Versionen 6.0.x kostenlos unter www.impressed.de herunterladen.

ALLGEMEIN ----------------------------------------
Beschreibung:
     
Dateioptionen:
     Kompatibilität: PDF 1.3
     Komprimierung auf Objektebene: Aus
     Seiten automatisch drehen: Aus
     Bund: Links
     Auflösung: 2400 dpi
     Alle Seiten
     Piktogramme einbetten: Ja
     Für schnelle Web-Anzeige optimieren: Ja
Standardpapierformat:
     Breite: 788.74 Höhe: 294.661 mm

KOMPRIMIERUNG ------------------------------------
Farbbilder:
     Neuberechnung: Durchschnittl. Neuberechnung auf 72 ppi (Pixel pro Zoll)
          für Auflösung über 108 ppi (Pixel pro Zoll)
     Komprimierung: JPEG
     Bildqualität: Hoch
Graustufenbilder:
     Neuberechnung: Durchschnittl. Neuberechnung auf 72 ppi (Pixel pro Zoll)
          für Auflösung über 108 ppi (Pixel pro Zoll)
     Komprimierung: JPEG
     Bildqualität: Hoch
Schwarzweißbilder:
     Neuberechnung: Durchschnittl. Neuberechnung auf 72 ppi (Pixel pro Zoll)
          für Auflösung über 108 ppi (Pixel pro Zoll)
     Komprimierung: ZIP
     Mit Graustufen glätten: Aus

FONTS --------------------------------------------
Alle Schriften einbetten: Ja
Untergruppen aller eingebetteten Schriften: Nein
Wenn Einbetten fehlschlägt: Abbrechen
Einbetten:
     Schrift immer einbetten: [ ]
     Schrift nie einbetten: [ ]

FARBE --------------------------------------------
Farbmanagement:
     Farbmanagement: Alle Farben in sRGB konvertieren
     Wiedergabemethode: Standard
Arbeitsfarbräume:
     Graustufen Arbeitsfarbraum: Dot Gain 15%
     RGB Arbeitsfarbraum: ECI-RGB.V1.0.icc
     CMYK Arbeitsfarbraum: ISO Coated
Geräteabhängige Daten:
     Unterfarbreduktion und Schwarzaufbau beibehalten: Ja
     Transferfunktionen: Anwenden
     Rastereinstellungen beibehalten: Ja

ERWEITERT ----------------------------------------
Optionen:
     Überschreiben der Adobe PDF-Einstellungen durch PostScript zulassen: Nein
     PostScript XObjects zulassen: Nein
     Farbverläufe in Smooth Shades konvertieren: Nein
     JDF-Datei (Job Definition Format) erstellen: Nein
     Level 2 copypage-Semantik beibehalten: Ja
     Einstellungen für Überdrucken beibehalten: Ja
          Überdruckstandard ist nicht Null: Ja
     Adobe PDF-Einstellungen in PDF-Datei speichern: Nein
     Ursprüngliche JPEG-Bilder wenn möglich in PDF speichern: Ja
     Portable Job Ticket in PDF-Datei speichern: Nein
     Prologue.ps und Epilogue.ps verwenden: Nein
(DSC) Document Structuring Conventions:
     DSC-Kommentare verarbeiten: Ja
          DSC-Warnungen protokollieren: Nein
          Für EPS-Dateien Seitengröße ändern und Grafiken zentrieren: Ja
          EPS-Info von DSC beibehalten: Ja
          OPI-Kommentare beibehalten: Nein
          Dokumentinfo von DSC beibehalten: Ja

PDF/X --------------------------------------------
PDF/X-Berichterstellung und Kompatibilität:
     PDF/X-1a: Nein
     PDF/X-3: Nein

ANDERE -------------------------------------------
Distiller-Kern Version: 6010
ZIP-Komprimierung verwenden: Ja
ASCII-Format: Nein
Text und Vektorgrafiken komprimieren: Ja
Farbbilder glätten: Nein
Graustufenbilder glätten: Nein
Bilder (< 257 Farben) in indizierten Farbraum konvertieren: Ja
Bildspeicher: 1048576 Byte
Optimierungen deaktivieren: 0
Transparenz zulassen: Nein
sRGB Arbeitsfarbraum: sRGB IEC61966-2.1
DSC-Berichtstufe: 0

ENDE DES REPORTS ---------------------------------

IMPRESSED GmbH
Bahrenfelder Chaussee 49
22761 Hamburg, Germany
Tel. +49 40 897189-0
Fax +49 40 897189-71
Email: info@impressed.de
Web: www.impressed.de


>

Overview Executive Board Close to Consumers - Everywhere Investor Relations Corporate Governance

BOFesee
Beiersdorf

Annual R

Passion for Brands,
Passion for People

Group sales
(in € million)
4,776

4,546
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(in € million)
335

302

2004 2005
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Our Goal: Close to Consumers — Everywhere

Consumer wishes and needs are the focus of our work. Since 2005, our “Passion for
Success” strategy has enabled us to concentrate our activities more than ever

on optimally meeting consumers’ skin and beauty care needs. In this Annual Report,
we will show you how we have begun executing this strategy worldwide.

Beiersdorf at a Glance

in € million (unless otherwise stated) 2004 2005
Sales 4,546 4,776
Change in % (nominal) 2.5 5.1
Changein % (adjusted for currency translation effects) 4.5 3.9
Consumer 3,840 4,041
tesa 706 735
EBITDA 656 693
Operating result (EBIT) 483 531
Profit after tax 302 335
Return on sales (after tax) in % 6.6 7.0
Earnings per sharein € 3.88 4.36
Total dividend 121 129
Dividend per share in € 1.60 1.70
Gross cash flow 493 435
Capital expenditure (incl. financial assets) 165 128
Research and development expenses 101 109
Employees (as of Dec. 31) 16,492 16,769
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JANUARY—FEBRUARY—MARCH

Q1

The Year in Review

NIVEA: First place in “Reader’s Digest Most
Trusted Brands 2005”

No other skin care
brand enjoys such great
N IVEA trustamong European
consumers as NIVEA. For
the first time, NIVEA was voted the most trusted
brand in all 14 participating countries -
making it number one in Germany for the fifth
consecutive year.

atrix and Florena turn 50

Tins of atrix were availablein a
limited edition chamomile flower
design to mark the 50th birthday
of this popular and highly effective
hand care product. atrix is the

market leader in Portugal, Spain, and
Sweden, and is number two in Germany and the United
Kingdom.

uElx.
=

Fusas K ‘ Florena also celebrated
T its 50th birthday with a
= = g virtual online journey
L - il
- E— through time, featuring
ald w
L= - an entertaining look back
iy = on the various decades.
NIVEA SUN offers

immediate protection

The new NIVEA SUN products
launched in 2005 guarantee a
balanced UVA and UVB protec-
tion. They start working without
delay, straight after application.
The range was very well received
by consumers.

APRIE—MAY—JUNE

Q2

New warehouse in Hamburg

Beiersdorf’s new fully automated warehouse in
Hamburg successfully began operating on May 9, 2005
— after less than a year of construction and extensive
testing. The warehouse enlarges the logistics center by
15,500 pallet spaces and is equipped with state-of-
the-art safety technology.

NIVEA Care Center opened in South Africa

In May 2005, the Beiersdorf
affiliate in South Africa
launched a new NIVEA Care
Centerin one of the biggest
department stores nationwide.
The concept offers consumers
a pleasant shopping experi-
ence and allows them to
rapidly find their way around.

Eucerin Anti-Redness

In June 2005, Eucerin launched
luscyrie a care system for sensitive facial
- skin that visibly and sustainably

reduces redness. Turning red, for

example as a result of happiness,
= excitement, or heat, is a completely

natural phenomenon. With some
people, though, this redness persists and this is where
Eucerin’s Anti-Redness products come in. They are
fragrance-free and their effectiveness and skin tolerance
have been confirmed in clinical studies.

Beiersdorf Annual Report 2005
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Germany: NIVEA cooperates with
SOS Children’s Villages

NIVEA and SOS Children’s Villages are cooperating on
“NIVEA Moments of Bliss”: an adventure village in which
children and adults alike can experience unforgettable
moments of joy. This exhibit is visiting ten German cities
between August 2005 and July 2006.

Inauguration: new headquarters
for Andean Group

In August 2005, the Beiersdorf Andean Group inaugu-
rated their new headquarters in Bogota, the capital
city of Colombia. In addition to the management, the
new office also houses the marketing and controlling
departments, and is used to manage national sales
for Colombia. Itis the strategic center of the Andean
Group, which comprises Colombia, Venezuela, and
Ecuador.

Asia: NIVEA FOR MEN launches
whitening range

NIVEA FOR MEN is the first brand in
Asia to launch a complete whitening
range for men, thus strengthening

. its market lead. The new products
are tailored specially to the needs
of men’s skin. Up to now, Asian

men have had to use women’s prod-
ucts. The first launch took place in
Thailand - and the range is performing extremely well after
only a few months. More countries will follow.

Beiersdorf Annual Report 2005

OCTOBER—NOVEMBER—DECEMBER

Q4

la prairie enters Chinese market

Exclusive la prairie shop-in-shop systems
opened in November 2005 in department
stores in Beijing, Guangzhou, and Shang-
hai. la prairie’s entry on the Chinese
market was accompanied by extensive
public relations activities and met with a considerable response
from the press. Beiersdorf plans to open more shops in 2006.

Passion for Success

Beiersdorf presented its new “Passion for
Success” Consumer Business Strategy at its
financial analyst meeting on November 10,
2005. You can find details on this strategy on
pages 31 and 32 of the Annual Report and in a media-friendly
format on our corporate website at www.Beiersdorf.com/strategy.

Realigning the Consumer Supply Chain

Beiersdorf is planning to realign its Consumer Supply Chain as

a result of changing market requirements and as part of its

new corporate strategy. The main goal of the realignment is to
develop a regionally optimized and therefore more efficient
production and logistics network. Beiersdorf currently expects
potential savings of around €100 million per year and predicts
additional expenses of around €220 million from 2006 to 2008.
The realignment of the supply chain is designed to help improve
the Company’s competitiveness and further increase growth
through investment in its brands.

Sale of BSN medical

Together with its partner Smith & Nephew plc, Beiersdorf AG
announced the sale of its joint venture BSN medical to Montagu
Private Equity for €1.030 billion. A sale and purchase agreement
to this effect has been signed, subject to the usual antitrust
approvals. BSN medicalis a global company offering professional
medical products that was established as a joint venture in April
2001 by merging the professional wound care, orthopedics, and
phlebology activities of Beiersdorf AG and Smith & Nephew plc.

<< 2005 in Review
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Letter from the Chairman

-yﬁ"-’ﬁqiﬁ Ii?at‘(/ .fjﬁhﬁ:ifft-fm

2005 was an exciting and eventful year for Beiersdorf - one that was dominated by
changes in the Executive Board, the development of a new corporate strategy, and new
dynamic processes in a fiercely competitive environment.

We recorded a positive developmentin our key figures despite extremely mixed trends

in consumption worldwide and a particularly tough economic environment in Western
Europe. Group sales grew by 3.9 % worldwide adjusted for currency translation effects —
enabling us to again substantially increase our profit after tax to €335 million. The Exe-
cutive Board and Supervisory Board will be proposing a dividend of €1.70 for each share
entitled to dividend to our shareholders at the Annual General Meeting. Another key figure
that is particularly important to us relates to the significance of our brands: we are proud
to be leaders with NIVEA in even more markets worldwide. Another extremely successful
year for tesa AG and the positive conclusion of negotiations on the future of BSN medical
round off the picture.

Thomas-B. Quaas
Chairman of the Executive Board

New Executive Board: for us the changes in the Executive Board were both a commitment
and an opportunity. Together, we laid the foundations in 2005 for our Company’s new
strategy. We were able to build upon the achievements of our departing Executive Board
members Dr. Rolf Kunisch and Uwe Wolfer. Many thanks to both of them.

New strategy: our global activities will focus even more strongly on consumers’ skin and
beauty care needs. Our “Passion for Success” Consumer Business Strategy is based on four
cornerstones: superior brands, a superior supply chain, a clear geographical focus, and
superior talentin lean organization. We will implement innovations and the necessary
changes in all areas of our Company even more systematically than before.

New processes: Beiersdorfis a modern, successful, and international company, with a
tradition that offers an excellent basis for the future. However, we do not intend to rest
on our laurels — we want to be better, faster, and more innovative than our competitors.
The process-oriented global organization of our Consumer Supply Chain and the related
realignment in Europe that we have already announced are major initiatives for solidly
securing our growth.

Lastly, in my first letter as Chairman, I would like to sincerely thank all our employees
as well as our customers, shareholders, and business partners for our positive, trusting,
and successful working relationship on behalf of the Executive Board.

Sincerely,

et <. @‘f‘:

Thomas-B. Quaas

Chairman of the Executive Board

Beiersdorf Annual Report 2005



The Executive Board of Beiersdorf AG

Rolf-Dieter Schwalb Markus Pinger Thomas-B. Quaas Peter Kleinschmidt




Pieter Nota

Executive Board

Thomas-B. Quaas

bornin 1952 in Glauchau (Germany)
Member of the Executive Board since 1999
Chairman of the Executive Board since 2005

responsible for Strategic Corporate Development/Corporate Communication/
Corporate Auditing

Peter Kleinschmidt
bornin 1950 in Rostock (Germany)
Member of the Executive Board since 2003

responsible for Human Resources: HR/Administration/Environmental Protection

Pieter Nota
bornin 1964 in Wageningen (The Netherlands)
Member of the Executive Board since 2005

responsible for Brands: Marketing/Research & Development/Sales

Markus Pinger
bornin 1963 in Leverkusen (Germany)
Member of the Executive Board since 2005

responsible for Supply Chain: Procurement/Production/Logistics/
Quality Management

Rolf-Dieter Schwalb
bornin 1952 in Giessen (Germany)
Member of the Executive Board since 2000

responsible for Finance: Finance/Controlling/IT

>

Teamwork: with a number of new members, Beiersdorf’s Executive Board worked together
constructively and closely in 2005 to redefine the Group’s corporate strategy. The new strategy
focuses even more strongly than before on the consumer, and prepares Beiersdorf for the
challenges of the future.

Beiersdorf Annual Report 2005

13



Eucerin
T

atrix
-

pHS
LTI M

Our consumers are at home all over
the world. And so are our brands.
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Close to Consumers - Everywhere

Close to Consumers with Strong Brands - Everywhere

We have a clear goal: to meet consumers’ skin and beauty care needs. Every day. Through-
out the world.

We are devoting all our efforts to this goal. The basis for this is our “Passion for Success”strat-
egy. We represent passion for success by rapid change and innovation at all levels of our
Company. This claim expresses what matters more than ever to us in the future: speed, flexi-
bility and new ideas. We provide an overview of our Consumer Business Strategy on pages
31and 32.

We target the current and future needs of consumers and offer them products of high qual-
ity tailored to their needs. We intensively analyze the behavior of our consumers and ask
them what their habits, views, motives, and expectations are. These consumer insights are
a key decision-making tool in the development of new products and marketing concepts.

With our innovations we fulfill consumer wishes and are extremely well positioned to
compete internationally. On this foundation we will increase our market share and earnings
in the future through continuous growth.

In this Annual Report we will show you more than the positive business developments
in 2005. We will also show you how we put our strategy into practice by implementing
our passion for consumers’ needs and wishes — and therefore for brands and people -
worldwide.

>

With international brands such as NIVEA, Eucerin, and la prairie, we meet consumers’ skin

and beauty care wishes and needs worldwide. In addition, tesa develops and markets adhesive

applications for consumers and industrial customers.

Beiersdorf Annual Report 2005
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<« | want to feel good. So | am happy
to know that | can rely on NIVEA. >>




Close to Consumers - Everywhere

Knowing Markets and People - to be Faster

We are active throughout the world. We have defined clear geographical priorities to
accelerate our growth: in addition to Western Europe, our focus will be on China, Russia,
Brazil, and India where we expect to achieve above average growth rates.

We work systematically to understand our consumers in every region and country. What
do they want? How can we convince and delight them? We will only be successful if we
address people’s needs.

In Asia, for example, we generate a major proportion of our sales from whitening products.
Paleness has been a beauty ideal in Asian countries for centuries. NIVEA FOR MEN was

the first brand to launch a complete whitening range for men in Thailand, and its products
have performed extremely well. More countries will follow.

In 2005, we set up a dedicated Asia laboratory at our research center to focus even more
strongly on serving the Asian growth markets. The laboratory works closely with the
relevant affiliates to develop products that are specially tailored to local consumer needs.
Our employees in Asia have extensive knowledge of the local business, which means they
arein tune with market developments. As a result, in China alone we achieved high double-
digit growth each year from 2000 to 2005. Thanks to increasing consumption and a
growing willingness to embrace a market economy, China offers major potential and will
be a focus of our activities.

We will continue to systematically exploit the momentum of fast-growing markets to our
advantage and further expand our business. Each member of Beiersdorf’s Executive Board
has a clearly defined regional responsibility and works closely with our local companies

to optimally exploit synergies.

Our global presence and efficient organization enable us to transfer successful concepts
and trends to other countries faster than others — provided the products suit the relevant
market and meet the needs of local consumers. We aim to use our brands to continually
increase this advantage.

>

Chinais an important growth market for us. We convince our consumers with products tailored

to their individual needs - such as the new 18+ and 30+ whitening skin care ranges from
NIVEA VISAGE, which are optimally geared to the needs of women in different age groups.
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Close to Consumers - Everywhere

F g mmuinnt

Managing and Developing Brands with Innovations
and Expertise

Our scope of business is skin and beauty care. With our international brands we will expand
our leading market positions in both segments.

Innovation is our growth driver in this process, which is why we continuously investin
research and development - the foundation of our success. In the future, we will focus on
fewer but more significant innovations by establishing improved innovation processes.
This will set us apartin particular from the private label brands, whose increasing compe-
tition we are actively countering.

We consistently set new standards in our research and development. For example, the
UVA measuring method developed by us has now been recognized as a German Industry
Standard (DIN 67502). This method can be used to accurately prove whether sun care

products have sufficient UVA filters and therefore protect against sunburn and premature
skin aging.

The key property that all our products must offer is effectiveness. We conduct scientific
research and extensive tests to ensure that the effects of our products are completely
reliable — as with “Eucerin Anti-Redness”. Clinical studies show that skin redness or corre-
sponding diseases improve substantially after four weeks of application.

In addition to intensive research and development, brand management requires the right
marketing strategy. Optimally coordinating both areas with each other, enhancing the
quality of our advertising in the long term and making marketing and sales investments
even more efficient - these are the focuses we intend to use to differentiate ourselves
more strongly and compellingly in the market.

Our Brands function enables us to better deploy and allocate our resources in the areas
of research and development, marketing, and sales. We define a strategic role for each
brand in our portfolio, thus systematically implementing our goal of optimally serving the
skin and beauty care needs of consumers throughout the world.

>>

Our products must meet the highest tolerance requirements and provide a scientifically
proven benefit. For example, the Eucerin sun range offers products for sun sensitive

and allergy prone skin based on the latest research findings providing safe and dermato-
logically proven UV-protection. Excellent quality and maximum benefits for the consumer
are the benchmarks for our research and development work.
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Close to Consumers — Everywhere

Convincing our Consumers at the Point-of-Sale

We are present where our consumers are: in the shops, at the point-of-sale (POS). We
are strengthening our presence and visibility at the POS so as to succeed together with
our retail partnersin anincreasingly difficult, competitive environment. We create an
impressive sales atmosphere and present our products innovatively, dynamically, and
in a consumer-friendly manner.

The best examples are NIVEA's POS concepts, which we are implementing both in Germany
and abroad - for example, in Austria, Sweden, and South Africa. We cooperate closely with
our retail partners on planning and execution. The individual concepts are designed for
various location sizes. For example, the NIVEA Blue Wallis designed for self-service block
placement of the range, while NIVEA shop-in-shops present all 500 NIVEA products in
one place, complete with professional support and eye-catching activities.

In addition to the shopping experience, the permanent availability of our products is of core
significance. This is the task of our Consumer Supply Chain which is crucial for us. All our
supply chain activities - from planning through procurement to production quality manage-
ment and delivery — need to be centrally managed and continuously optimized. All manufac-
turing and production centers will be globally networked, the product range standardized in
a rational manner, and synergies leveraged.

An optimally aligned, process-oriented supply chain provides us with high product and
service quality, ties up as little capital as possible, and supports the rapid retail launch of
innovative products. Above all, however, it enables us to offer our high-quality products at
a fair price - another factor that convinces the consumer to consciously choose our pro-
ducts at the POS.

SUPPLIER PRODUCTION CENTER DISTRIBUTION CENTER MARKET/CUSTOMER ~ Many participants,
one goal: our global

. " A \arket information rocess-oriented
Planning C— /e P ! ,
& Retail campaigns supply chain organi-
'EQJ zation will ensure
% seamless processes
=X from consumer needs
o through to sale.

>

Every retail concept that we implement is designed to make purchasing as simple and as
pleasant as possible for our consumers. This enables us to step up our initial purchase
rate, facilitate cross-selling, and increase the emotional relationship to the brand. These
are decisive advantages - particularly compared with private label brands.
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Close to Consumers - Everywhere

Driving Forward Corporate Success with Dedicated Employees

Our employees are proud of the Company’s successes in their country. Their know-how
helps us achieve our goal of reaching consumers everywhere. In summer 2005, for example,
a survey of our employees in Germany confirmed their above-average commitment.

We use our global presence with about 100 Consumer affiliates worldwide to drive forward
the exchange of experiences between countries and regions. International infodays are
held for our product categories every year. For example, the 2005 “International Infoday
Lipcare” took the slogan “Changes”. Product managers from around the world discussed
brand and price strategy, marketing activities, and growth targets. This global exchange
of knowledge provides regional strength.

We compete successfully because we emphasize the will to change and to innovate at all
levels of our Company even more strongly than in the past: we are active and we motivate
others to be so, too. We demonstrate courage and are open to discovering and promoting
talent. We resolve conflicts constructively. And we promote leadership skills. This is why we
launched a new global process entitled “Leading for Success”, which systematically iden-
tifies, develops, and challenges high potential employees with strong leadership skills.

However, we don’t just demand expertise and high performance from each individual, but
we also act responsibly as a company. Social commitmentis very important to us, which is
why we place a high value on corporate citizenship. We support almost 400 projects world-
wide in this area.

Our activities are marked by responsibility for people. We have a duty to our employees.
Beiersdorf stands for a fair and open corporate culture - a characteristic feature of our
Company. And we have a duty to our consumers: we want to offer them products of high
quality. We remain successful because we focus all our efforts on consumers and their skin
and beauty care needs.

>>

Our employees - like the ones here at our Spanish affiliate in Argentona - identify with our
Company and our brands. They are committed to continuous professional development.

This opens up career prospects and is the basis for putting our challenging goal of consumer
orientation optimally into practice.

Beiersdorf Annual Report 2005
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The Beiersdorf Share

The year 2005 got off to a weaker start on the stock markets than had been expected:

the majority of international stock indices only picked up in the course of the first quarter.
This rise was due to soaring energy and commodities prices, despite weak economic data
in some cases. Market indices moved sideways for much of the spring, with individual markets
drifting apart: Europe and Japan marked time, while the US markets edged downwards.
This was a surprise to many observers given the difference in economic momentum between
Europe and the USA. As a result, stock market trends were not always in line with macro-
economic fundamentals in the first half of the year. For example, the international stock mar-
kets clearly recovered from May through the summer, although most economic indicators
deteriorated at the same time and oil prices in excess of US $60 also had a dampening effect.

Consumer sector indices recorded a similar development over the year, showing clear signs
of recovery towards the end of the first quarter of 2005. The HPC (Household and Personal
Care) sector to which Beiersdorf belongs was still trending upwards overall towards the
end of the second quarter. The reaction of the German stock markets to the outcome of the
German elections in September was good; prices continued to rise and the DAX broke
through the key 5,000-point barrier. In the fall, fears of interest rate hikes and inflation
temporarily depressed the international stock markets, however, markets stabilized
quickly and followed a constant positive trend until the end of the year. Equally, the upwards
trend in the consumer sector continued through the third quarter, and after a short dip,
kept rising until the end of 2005.

Share Information

2004 2005
Number of shares in millions 84 84
Market capitalization as of Dec. 31 in € million 7,190 8,736
Share price as of Dec. 31in € 85.60 104.00
(Relative index 2004 = 100) (100) (121)
Highin € 99.65 105.55
Lowin€ 70.28 82.91
Earnings per share in € 3.88 4.36
(Relative index 2004 = 100) (100) (112)
Dividend per share in € 1.60 1.70
(Relative index 2004 = 100) (100) (106)
DAX 4,256 5,408
(Relative index 2004 = 100) (100) (127)
MDAX 5,376 7,312
(Relative index 2004 = 100) (100) (136)

Management Report
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The stock markets rewarded Beiersdorf’s business developments and the publication of the
annual results for 2004 in March. The Company’s strong corporate data also boosted its
shares in May. The share price outperformed the DAX more or less consistently throughout
the second quarter. In the second half of the year, it developed its own momentum: the
announcement of the sale of BSN medical (professional woundcare, orthopedics, and phle-
bology) and the associated increased focus on the Consumer business were received
positively, although the negative trend in the third quarter was not reversed. Not until the
fourth quarter did the stock pick up again - due among other things to the publication

of Beiersdorf’s new corporate strategy. The news of Beiersdorf realigning its Consumer Supply
Chain boosted the development of the stock and helped close the year on a friendly note.

Quarterly growth rates for Beiersdorf’s business accelerated in 2005. The strong annual
results for 2005 therefore enable us to propose the distribution of a dividend of €1.70
for each share entitled to dividend. Thanks to the high level of profit after tax, earnings
per share increased to €4.36 (2004: €3.88).

Beiersdorf’s Share Price Performance in 2005

@ Beiersdorf @ MDAX @ DAX
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Beiersdorf Investor Relations

Two events in particular dominated the work of Beiersdorf’s Investor Relations department
in 2005: the Annual General Meeting in May with the changes in the Executive Board, and
the introduction of the new corporate strategy in November. Both events can be characterized
by the phrase “Strong Basis and New Opportunities” which was the theme of the first Finan-
cial Analyst Meeting for the year held in March. This motto expresses both the continuation
of our Company’s tried and trusted philosophy and the chance of leveraging new opportu-
nities and potential, both on the market and within our Company.

Dr. Rolf Kunisch handed over the Chairmanship of the Executive Board to Thomas-B. Quaas
at the Annual General Meeting in May 2005. This transfer, together with the changesin
responsibility at Executive Board level for the Brands and Supply Chain functions, attracted
considerable interest from the press, financial analysts, and investors. The new Executive
Board Chairman held in-depth discussions with investors as early as June, during a confer-
encein Paris.

Thomas-B. Quaas had already introduced himself to the financial community at the first
Financial Analyst Meeting in 2005, which was held in Beiersdorf AG’s new Research Center.
The second Financial Analyst Meeting in November offered an excellent opportunity to
publish Beiersdorf’s new corporate strategy outside the Company, and to explain the reasons
for the new focus. The analysts attending were pleased by the joint presentation and ex-
planation of the new strategy by the new Executive Board members and the CFO. Also in
November, the realigning of the Consumer Supply Chain was announced and was taken

by the financial community as the first step towards the implementation of Beiersdorf’s
new strategy.

Since December, communication of the changes at Beiersdorf has been strengthened by the
optimized Investor Relations section of our Group website. A central download center and
improved information on www.Beiersdorf.com enable anyone interested to find the informa-
tion they are looking for even more rapidly. Our website will continue to be a central dialog
toolin the future.

Basic Share Data

Company Name Beiersdorf AG
SCN 520000
ISIN DE 0005200000
Stock Trading Places Official Market in Frankfurt and Hamburg;

Open Market in Berlin-Bremen, Diisseldorf,
Hanover, Munich and Stuttgart

Number of Shares 84,000,000
Share Capitalin € 215,040,000
Class Bearer shares without par value
Market Segment/Index Prime Standard/MDAX
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Additional Information

Report by the Supervisory Board

The Executive Board kept us informed in fiscal year 2005 in a timely and comprehensive
manner in our meetings and via written reports. We advised the Executive Board and
supervised the management of the Company in accordance with the duties assigned to us by
law, the Articles of Association, and the bylaws, and in compliance with the recommen-
dations of the German Corporate Governance Code. The full Supervisory Board and the
relevant committees of the Supervisory Board discussed major business transactions in
detail on the basis of the reports by the Executive Board. The Chairman of the Supervisory
Board was kept informed about all important matters. He also held reqular discussions
with the Chairman of the Executive Board regarding the Group’s strategy, business develop-
ment, and risk management.

Six Supervisory Board meetings were held in 2005. At these meetings, we discussed current
business developments, important business transactions, and Executive Board measures
requiring Supervisory Board approval; all necessary approvals were granted. For example,
we approved the framework for the realignment of Beiersdorf’s Consumer Supply Chain in
the Supervisory Board meeting in November. Equally, we dealt in detail in several meetings
with the sale of Beiersdorf AG’s 50 % interest in the BSN medical joint venture, reviewed and
approved the sale. In November, we reviewed in detail the Company’s medium-term plan-
ning, including its financial, investment, and human resources planning, and approved the
plans for fiscal year 2006 submitted by the Executive Board.

The Supervisory Board discussed in detail with the Executive Board the new Consumer Busi-
ness Strategy and considers it a sound foundation for the Company’s future development.
In our September meeting, we resolved a new remuneration system for the Executive Board,
which will come into effect as of fiscal year 2006. The basic principles underlying this new
system have been published on the Company’s website. To be able to perform our advisory
and supervisory activities more efficiently, we resolved changes to the bylaws for the Super-
visory Board in March 2005.

We issued the declaration of compliance with the German Corporate Governance Code for
fiscal year 2005 at the end of December 2005 and made it accessible to shareholders on the
Company’s website. Additional information on corporate governance at Beiersdorf, including
our response to the Code’s new recommendations that were resolved on June 2, 2005, can

be found in the joint report by the Executive and Supervisory Boards on the following pages.

The Executive Committee of the Supervisory Board met six times; in addition, two reso-
lutions were adopted. The Executive Committee produced recommendations to the Supervi-
sory Board regarding succession within the Executive Board and the revisions to Executive
Board remuneration. In addition, the Executive Committee examined the Executive Board's
new Consumer Business Strategy in detail and prepared an efficiency review of the Super-
visory Board. It was not necessary for the Mediation Committee, set up in accordance with
§ 27 (3) Mitbestimmungsgesetz (German Co-Determination Act), to meet. The Audit and
Finance Committee met three times, in March, September, and December 2005. It focused
in particular on the annual and consolidated financial statements and risk management
issues, as well as preparing the agreement with the auditors. In addition, for reasons of good
corporate governance, the Audit and Finance Committee issued an international invitation
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to tender for the audit of the annual and consolidated financial statements for fiscal year
2006. The chairmen of the various committees reported regularly in detail to the full Super-
visory Board about the work performed in the committees.

BDO Deutsche Warentreuhand Aktiengesellschaft Wirtschaftspriifungsgesellschaft, which
was appointed as the Company’s auditors by the Annual General Meeting on May 18,
2005 and engaged by the Supervisory Board, audited the annual financial statements of
Beiersdorf AG and the consolidated financial statements as of December 31, 2005, as

well as the management report for Beiersdorf AG and the Group, and issued an unqualified
audit opinion on them. In addition, they audited the report regarding dealings among
Group companies drawn up by the Executive Board in connection with the majority interest
held by Tchibo Holding AG, Hamburg, as required by § 312 Aktiengesetz (German Stock
Corporation Act) for fiscal year 2005, and issued the following unqualified audit opinion:

“Following the completion of our audit, which was carried out in accordance with pro-
fessional standards, we confirm: 1. that the information contained in this reportis correct;
2. that the Company’s compensation with respect to the transactions listed in the report
was notinappropriately high; and 3. that there are no circumstances which would justify,
in relation to the measures specified in the report, a materially different opinion than

that held by the Executive Board.”

The annual and consolidated financial statements, the management report for Beiersdorf AG
and the Group, the report regarding dealings among Group companies, and the auditors’
report were distributed to all members of the Supervisory Board immediately after their
preparation. The Audit and Finance Committee of the Supervisory Board performed a pre-
liminary review of the financial statements, the reports, and the proposal on the utilization
of the net retained profits. In the meeting convened to adopt the annual financial state-
ments on February 24, 2006, the above-mentioned financial statements and reports were
discussed at length in the presence of the auditors, who reported on the key results of
their audit, and reviewed by us. Our review of the above-mentioned financial statements,
the management report for Beiersdorf AG and the Group, the report regarding dealings
among Group companies including the concluding declaration by the Executive Board and
the auditors’ report did not raise any objections. Therefore, we concur with the auditors’
findings and approve the annual financial statements of Beiersdorf AG and the consolidated
financial statements as prepared by the Executive Board for the year ending December 31,
2005; the annual financial statements of Beiersdorf AG are thus adopted. We endorse the
Executive Board’s proposal on the utilization of the net retained profits.

Two long-standing members of the Executive Board resigned in the past fiscal year: Dr. Rolf
Kunisch, Chairman of Beiersdorf’s Executive Board, retired at the end of the Annual General
Meeting on May 18, 2005. Mr. Uwe Wolfer, most recently responsible within the Executive
Board for Brands, retired from the Company with the effect from May 31, 2005. We would
like to thank both of them for their dedication to Beiersdorf and their outstanding achieve-
ments. They have decisively shaped the Company’s development in the last decade. Inits
meeting in January 2005, the Supervisory Board appointed Mr. Thomas-B. Quaas to replace
Dr. Kunisch as Chairman of the Executive Board. The Supervisory Board appointed

Mr. Markus Pinger to the Executive Board with effect from April 1, 2005; he is Mr. Quaas’s
successor with responsibility for the Supply Chain function. The Supervisory Board
appointed Mr. Pieter Nota as Mr. Wolfer’s successor with effect from May 1, 2005.
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The composition of the Supervisory Board also changed: Dr. Diethart Breipohland

Mr. Jiirgen Krause resigned with effect from the end of the Annual General Meeting on
May 18, 2005. We would like to thank Dr. Breipohland Mr. Krause for their close and
constructive collaboration over many years.

The Annual General Meeting on May 18, 2005, elected Dr. Kunisch to the Supervisory Board
as a shareholders’ representative. Mr. Thorsten Irtz joined the Supervisory Board as the
elected replacement for Mr. Krause and was elected as the Deputy Chairman of the Super-
visory Board.

We would like to thank the Executive Board and all employees for their hard work and achieve-
ments, which contributed to a successful fiscal year for Beiersdorf. We are confident about
the future development of the Company on the basis of the Executive Board’s new Consumer
Business Strategy “Passion for Success”.

Hamburg, February 24, 2006

On behalf of the Supervisory Board

A

Dieter Ammer

Chairman
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Corporate Governance at Beiersdorf

Good Management has a Name: Corporate Governance

Beiersdorf welcomes the German Corporate Governance Code presented by the Government
Commission and last updated in June 2005. The Code not only creates transparency with
regard to the legal framework for corporate management and supervision in Germany, but
also establishes generally accepted standards for good and responsible company manage-
ment.

Good corporate governance was a high priority at Beiersdorf even before the publication
of the Code. Close, efficient cooperation between the Executive and Supervisory Boards, a
focus on shareholder interests, open corporate communication, proper accounting and
auditing, and responsible risk management have always been the basis of the Company’s
success. As a result, compliance with the Code and its amendments did not necessitate
any fundamental changes at Beiersdorf.

We consider corporate governance to be an ongoing process and will continue to track
future developments carefully.

Declaration of Compliance

At the end of December 2005, the Executive Board and Supervisory Board of the Company
issued the declaration of compliance with the recommendations of the Code for fiscal year
2005 in accordance with § 161 Aktiengesetz (German Stock Corporation Act) and made it per-
manently available to the shareholders on the Company’s website at www.Beiersdorf.com:

“In fiscal year 2005, Beiersdorf Aktiengesellschaft complied with, and continues to comply
with, the recommendations of the ‘Government Commission on the German Corporate
Governance Code” in the versions dated May 21, 2003 and June 2, 2005 respectively, with
the following exceptions:

Anindividualized breakdown of the compensation paid to our Executive and Supervisory
Boards is not provided (sections 4.2.4 sentence 2 and 5.4.7 (3) sentence 1 of the Code).”

The New Recommendations of the Code

We regard the new recommendations adopted by the Government Commission on June 2, 2005
as a meaningful further development of the Code and a further contribution to responsible
corporate management and supervision in Germany. As indicated in the declaration of com-
pliance issued by the Executive Board and Supervisory Board for fiscal year 2005, Beiersdorf
also complied and continues to comply with these new recommendations:

For example, the declarations of compliance on the recommendations of the Code are made
available on our website for five years. Dr. Mahlert, Chairman of the Supervisory Board’s
Audit and Finance Committee, has substantial knowledge of and experience with the appli-
cation of accounting principles and internal control processes. Elections to the Super-
visory Board are held on an individual basis; this procedure was already in place for the
election of the current Supervisory Board at the 2004 Annual General Meeting. Appli-
cations for judicial appointment of Supervisory Board members are limited in time until the
next Annual General Meeting to allow shareholders to make their own decision. Proposed

Management Report
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candidates for the Chairman of the Supervisory Board are notified to shareholders before
the Supervisory Board’s resolution. Neither the Chairman of the Supervisory Board nor
the Chairmen of the Supervisory Board’s committees are former members of Beiersdorf’s
Executive Board.

Remuneration of the Executive and Supervisory Boards

The remuneration of the Executive Board members for fiscal year 2005 consists of a fixed
and a variable dividend-based component. In addition, all Executive Board members have
been granted pension commitments. Each Executive Board member is also provided with
a company car. Detailed information on the remuneration of Executive Board membersin
fiscal year 2005 is published in the notes to the consolidated financial statements on
page 77.

The Executive Committee of the Supervisory Board, which is responsible for issues relating
to the Executive Board, developed a new remuneration system for the Executive Board

in the fall of 2005, effective beginning fiscal year 2006. This system was also discussed and
approved by the Supervisory Board. The new remuneration system mainly reflects the
respective Executive Board member’s tasks and his personal performance, as well as the
entire Executive Board’s performance and the Company’s economic situation, success,
and future prospects, including in comparison with its peer group. As before, the fixed com-
ponent will be paid in twelve equalinstallments as the basic remuneration. There is also

a new performance-related variable remuneration that replaces the dividend-based bonus.
The new variable remuneration is tied to the sustained increase in the value of the Com-
pany and depends on the achievement of specific corporate and personal objectives; it con-
tains both a long-term and a short-term remuneration component. The remuneration of
the Executive Board does not contain any stock option programs or comparable securities-
based incentives. Further information on the new Executive Board remuneration can be
found on our website at www.Beiersdorf.com.

According to Article 15 of the Articles of Association, the remuneration paid to the
Supervisory Board members consists of a fixed and a variable dividend-based component.
In addition, Supervisory Board members are reimbursed for cash expenses. The 2004
Annual General Meeting resolved to reduce the remuneration of the Supervisory Board:
The fixed component was increased slightly, and the variable component was reduced
substantially because the latter had risen significantly in recent years due to the dividend
increases; the result was a more balanced mix of fixed and variable remuneration
components. In line with the recommendation of the Code that the remuneration should
reflect the responsibility assumed and scope of the duties performed by the respective
member of the Supervisory Board, and that the Chairmanship of the Supervisory Board
should be given special consideration, the Chairman of the Supervisory Board receives
two-and-a-half times the standard Supervisory Board remuneration, and his two deputies
receive one-and-a-half times the standard Supervisory Board remuneration. Members

of the Executive Committee and the Audit and Finance Committee receive additional
compensation for their work in these committees. More information on the remuneration
of our Supervisory Board members can be found on page 77 of the notes to the consol-
idated financial statements, as well as on our website at www.Beiersdorf.com.

Beiersdorf Annual Report 2005
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The German Corporate Governance Code recommends individualized breakdowns of Executive
Board and Supervisory Board remuneration. In accordance with the Gesetz iiber die Offen-
legung der Vorstandsvergiitungen (German Act on the Disclosure of Executive Board Remu-
neration), Beiersdorf will disclose the remuneration of both Executive Board and Supervisory
Board members on an individualized basis for fiscal year 2006. For fiscal year 2005, we intend
to retain disclosure of the total amount of Executive Board remuneration - broken down
into fixed and variable components - in accordance with the current statutory provisions,
because the remuneration system for the Executive Board was revised at the beginning of
fiscal year 2006.

Directors’ Dealings and Shareholdings of the Executive
and Supervisory Boards

In accordance with § 15a Wertpapierhandelsgesetz (German Securities Trading Act), the
members of the Company’s Executive Board and Supervisory Board are legally obliged to
promptly disclose the acquisition or disposal of shares in Beiersdorf AG to the Company. No
such transactions were reported to Beiersdorf AG in the past fiscal year.

The members of the Executive Board of Beiersdorf AG hold no shares in the Company.
Michael Herz, a member of the Supervisory Board of Beiersdorf AG, notified the Company
in accordance with § 21 (1) Wertpapierhandelsgesetz that his share of voting rights in

our Company has amounted to 50.46 % since March 30, 2004, and that these are fully at-
tributable to him in accordance with § 22 (1) sentence 1 no. 1in conjunction with sentence 3
Wertpapierhandelsgesetz (indirect ownership of shares). The other members of the Super-
visory Board hold no shares in the Company.

Further Information on Corporate Governance at Beiersdorf

More detailed information on the duties of the Supervisory Board and its committees,
as well as on the cooperation between the Executive Board and Supervisory Board, can be
found in the Report by the Supervisory Board on the previous pages.

Transparency and our goal of informing our shareholders and the public quickly, com-
prehensively, and simultaneously are top priorities for us. That is why current developments
and key Company information are announced on our website (www.Beiersdorf.com) as
soon as possible. In addition to detailed disclosures on corporate governance at Beiersdorf,
additionalinformation on the Executive Board, Supervisory Board, and the Annual General
Meeting, the Company’s reports (annual and interim reports), as well as a financial calendar
with all key events and publications, ad hoc disclosures, and directors’ dealings, are pub-
lished there.

Hamburg, February 24, 2006

Beiersdorf Aktiengesellschaft

The Supervisory Board The Executive Board
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Auditors’ Report

We have audited the consolidated financial statements of Beiersdorf Aktiengesellschaft -
comprising the balance sheet, income statement, statement of changes in shareholders’
equity, cash flow statement, and notes to the financial statements — and the management
report of the Company and the Group for the fiscal year from January 1, 2005 to Decem-
ber 31, 2005. The preparation of the consolidated financial statements and the management
report of the Company and the Group in accordance with IFRS as adopted in the EU and
the supplementary provisions of the HGB (German Commercial Code) to be applied under
§ 315a (1) of the HGB is the responsibility of the Company’s management. Our task is to
express an opinion on the consolidated financial statements and the management report
of the Company and the Group based on our audit.

We conducted our auditin accordance with § 317 of the HGB and the German generally
accepted standards for the audit of financial statements promulgated by the Institut der
Wirtschaftspriifer (IDW, German Institute of Auditors), as well as in accordance with the
International Standards on Auditing (ISA). Those standards require that we plan and per-
form the audit such that misstatements materially affecting the presentation of the net
assets, financial position, and results of operations in the consolidated financial statements
in accordance with the accounting standards to be applied and in the management report
of the Company and the Group are detected with reasonable assurance. Knowledge of the
business activities and the economic and legal environment of the Group and evaluations
of possible misstatements are taken into account in the determination of audit procedures.
The effectiveness of the accounting-related internal control system and the evidence
supporting the amounts and disclosures in the consolidated financial statements and the
management report of the Company and the Group are examined on a test basis within
the framework of the audit. The audit includes assessing the annual financial statements of
the companies included in consolidation, the determination of the companies to be included
in consolidation, the accounting and consolidation principles used and significant estimates
made by management, as well as evaluating the overall presentation of the consolidated
financial statements and the management report of the Company and the Group. We believe
that our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the consolidated financial statements
comply with IFRS as adopted in the EU and the supplementary provisions of the HGB to be
applied under § 315a (1) and give a true and fair view of the net assets, financial position
and results of operations of the Group in accordance with these requirements. The manage-
ment report of the Company and the Group is consistent with the consolidated financial
statements. On the whole, it provides a suitable understanding of the Group’s position and
suitably presents the risks of future development.

Hamburg, February 9, 2006

BDO Deutsche Warentreuhand Aktiengesellschaft

Wirtschaftspriifungsgesellschaft

Rohardt zu Inn- u. Knyphausen
Wirtschaftspriifer Wirtschaftspriifer
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Additional Information

Business and Strategy

Consumer Business Strategy

As a leading international company of branded consumer products for skin and beauty care,
Beiersdorf focuses on fulfilling consumer wishes. The basis of our success are our leading
international brands like NIVEA, Eucerin, and la prairie, more than 100 years of experience
in research and development, and our strong international presence.

Our goalis to increase our market share through qualitative growth. At the same time we
want to further improve our sound earnings performance so that we can fulfill our consumers’
wishes and needs with innovations today and in the future. This will give us a strong position
within the global competitive environment.

Our “Passion for Success” strategy comprises four cornerstones:

Superior Brands Superior

Supply Chain

Continuous

Increase of Our
World Market Share

Superior Talent
in Lean Clear
Organization Geographical Focus

e Superior Brands: We will develop superior consumer insights and find out how we can
delight consumers and offer them superior-quality products. We will focus our innovation
program on fewer but more significant innovations and deliver them to the market
faster. We will show excellence at the point-of-sale by optimally exploiting the power
of our brands and increasing the efficiency of marketing and sales investments. We
will raise the barin advertising to achieve stronger differentiation from competition.

Beiersdorf Annual Report 2005
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* Superior Supply Chain: We will balance world-class product quality and competitive ser-
vice levels on one side and efficiency on the other side. We will have one global, process-
oriented, and best-in-class supply chain organization which will be managed centrally
and tailored to our business model, as well as to our markets and business partners. We
will establish an efficient global supply chain network of our production and logistics
centers. We will yield economies of scale by standardizing our product assortment and
processes.

* (Clear Geographical Focus: We compete globally. To accelerate growth, we will focus on
clearly defined geographical priorities. Western Europe will remain in focus. China,
Russia, Brazil, and India will be geographical priorities delivering superior growth. We
will put more emphasis on regions: for sizeable regions, like Latin America and Asia,
we will have dedicated solutions for some product categories to better address local con-
sumer needs. For most of our other product categories we will have one global standard.

 Superior Talent in Lean Organization: We will compete more successfully because we
will put more emphasis on performance orientation, promotion of change, and inno-
vation at all levels of the organization. We will develop talent and leadership in lean and
efficient structures. We will have clear central decision-making and direction with local
top and bottom line responsibility.

We want to continuously increase our world market share. We will achieve this by con-
sistent growth from within and by targeted acquisitions in line with our strategy.

tesa Strategy

tesa is one of the world’s leading manufacturers of technical adhesive tapes. Reliable
quality, a strong track record for innovation, and the use of superior technology are core
elements of our brand philosophy and our success.

Our activities are focused on our customers, for whom we develop effective solutions.
These serve to optimize and increase the efficiency of industrial production processes, as
well as improving the home and office environment.
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The development of superior, market-driven product systems under the tesa brand name
is focused on the following aspects:

 extensive understanding of customer needs, production processes, market require-
ments, and industry trends,

* extensive understanding of the needs and requirements of our consumers and the
demands of our retail partners, enabling us to realize these efficiently and ensure high
shelf productivity, and

e sustainable qualification of our employees and continuous improvement of our business
processes to ensure efficient, appropriate, and rapid execution.

Management of our business activities on an international level focuses on the following
factors:

* expanding global structures in our industrial business with the aim of offering our
customers across the world homogenous solutions of consistently high quality,

* expanding international structures in the consumer business with a focus on Europe,
in particular Eastern Europe, to offer our retail partners internationally effective and
market-driven assortments, and

* ensuring uniform global quality standards while also incorporating environmentally
friendly technology components.
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Economic Environment

General Economic Situation

Growth in real gross domestic product The global economy continued to be dominated by the effect of rising energy prices in
in 2005 compared to previous year 2005. Global economic output grew by approximately 3 % - almost at the same level as
+3.6% the previous year despite the rise in oil prices — and continued displaying a stable upward

trend. Once again, the emerging markets were the main growth driver, with aggregate
growth over the last three years totaling 15 %.

Of the industrialized nations, the USA in particular exceeded expectations, recording
growth of approximately 3.6 %. However, negative factors impacting the US economy also
increased. Productivity gains slowed, while the oil price rise led to a massive drop in
market purchasing power.

D EU* USA Japan In Latin America, the strong growth of the previous year continued at only a slightly more
moderate pace.

The Japanese economy was in stable shape, recording moderate growth. The emerging

Growth in private consumer spending economies in Asia maintained their strong growth rates, with China in particular recording
in 2005 compared to previous year extraordinarily high growth.
+3.4%

Trends in the euro zone were mixed. Overall, economic development was slightly positive
due to restructuring and the tangible appreciation of the US dollar. Exports were the main
beneficiary of this improvement, whereas domestic demand in the euro zone remained weak.

+2.0%
3% Economic developments in Central and Eastern Europe were characterized by robust growth
in domestic demand.
Sales Market Developments
0.1% The cosmetics market recorded average global growth last year of around 3 to 4 %. How-
D  EU* USA Japan ever, developments differed greatly from region to region. Demand increased only slowly
or stagnated in Western Europe and the USA, but showed above-average growth in Eastern
Europe, Latin America, and Asia.
Inflation in 2005 Growth in the adhesive tape sector was muted at under 2 %. Good growth rates in the elec-
compared to previous year tronics sector, especially in Asia, were countered by a difficult automobile sector in the
+3.5% USA. Our consumer business was impacted by stagnating office supplies markets and for

the first time, growth in the do-it-yourself markets could not be achieved in all countries.

2.0% " Procurement Market Developments
The dramatic development on the crude oil market and record high crude oil prices, coupled
with the continued dynamic demand and in some cases even raw material shortages in
Asia, led to increased pricing pressure on individual procurement markets. In addition, the
relatively strong euro made imports from eurozone producers more expensive for our affili-
-0.2% ates worldwide. Integrated supply chain activities, along with our proactive procurement
D EU* USA Japan strategy, helped us counter these increasing costs.

*EU 12 euro zone
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Group sales
(in € million)

4,776

4,546
4,435*

2003 2004 2005

*restated to reflect
the new structure

Group sales
by region

Americas

Europe 14.4%

73.2%

Africa,
Asia,
Australia
12.4%

Operating result (EBIT)
(in € million)

531

483
455

2003 2004 2005

Additional Information

Business Developments — Group

Group Income Statement

Jan. 1 - Dec. 31 (in € million) 2004 2005 | % change
Sales 4,546 4,776 5.1%
Cost of goods sold -1,613 -1,658 2.8%
Gross profit 2,933 3,118 6.3%
Marketing and selling expenses -2,087 -2,200 5.4%
Research and development expenses -101 -109 8.1%
General and administrative expenses -233 -235 0.9%
Other operating result -29 -43 46.7%
Operating result (EBIT) 483 531 10.0%
Financial result 9 4 -53.6%
Profit before tax 492 585 8.8%
Taxes on income -190 -200 5.3%
Profit after tax 302 335 11.0%
Sales

Our sales grew by 3.9 % after adjustment for currency translation effects. The Consumer
business segment grew by 4.0 % while tesa grew by 3.0 %. At current exchange rates, we
achieved growth of 5.1% to reach €4,776 million.

Group sales in Europe, which were dominated by the continued muted development on
the consumer markets, grew by 2.7 % (adjusted for currency translation effects). At current
exchange rates, we achieved growth of 3.3 % to €3,498 million. Developments in the
Americas were dominated by the strong growth achieved in Latin America and by la prairie
in the USA. In contrast, overall sales in North America declined due to the weak market
environment and a rationalization of the Consumer product range. Growth in the Americas
amounted to 3.4 % (adjusted for currency translation effects). At current exchange rates,
this amounts to 8.2 %. Sales in the Americas totaled €687 million. Sales growth in Africa/
Asia/Australia was highly satisfactory at 11.8 % (adjusted for currency translation effects).
At current exchange rates, sales rose by 12.9 % to €591 million.

Operating Result (EBIT)

EBITincreased to €531 million (previous year: €483 million). The EBIT margin rose to 11.1%
(previous year: 10.6 %). The Consumer business segment generated EBIT of €470 million
(previous year: €433 million). The EBIT margin was 11.6 % (previous year: 11.3 %). EBIT for
the tesa business segment improved to €61 million (previous year: €50 million), and the
return on sales to 8.4 % (previous year: 7.1%).

In Europe we generated an operating result of €465 million (previous year: €426 million).
The return on sales rose to 13.3 % (previous year: 12.6 %). The operating result in the Ameri-
cas climbed to €21 million (previous year: €10 million). The return on sales amounted
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Group profit after tax
(in € million)

335

301 302

2003 2004 2005
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t0 3.0% (previous year: 1.5%). EBIT in Africa/Asia/Australia totaled €45 million (previous
year: €47 million). The return on sales amounted to 7.7 % (previous year: 9.1%).

Expenses/Other Operating Result

At 2.8%, the cost of goods sold increased more slowly than sales. Increases in production
efficiency, reduced purchase prices for raw materials and packaging, as well as an improved
product range mix, all had a positive effect on costs.

The overproportional 5.4 % rise in marketing and selling expenses enabled us to further
expand our market position. The expenditure on advertising, retail marketing, and similar
items included in this line increased by 6.2 % to €1,417 million (previous year: €1,334 mil-
lion).

We increased research and development expenses by 8.1 % to €109 million, in line with
ourincreased level of activity. At 0.9 %, general and administrative expenses rose dispro-
portionately slowly, thus reducing their share of sales.

Other operating result amounted to €-43 million (previous year: €-29 million). Other ope-
rating expenses decreased as a result of lower amortization of trademarks and similar
intangible assets. Otherincome declined due to a reduction in the release of provisions.

Financial Result

The financial result decreased to €4 million (previous year: €9 million). Lower interest
expenses on financial liabilities were offset by a higher interest component of pension
expense. Income from BSN medical was reduced to €20 million (previous year: €22 million)
as a result of effects in connection with the sale.

Taxes on Income

Reductions in tax rates in several European countries caused income taxes to increase
slower than earnings. As a result, the effective tax rate declined to 37.4% (previous year:
38.7%).

Profit after Tax

Despite the lower financial result, Group profit after tax rose to €335 million (previous
year: €302 million). The return on sales after tax therefore increased to 7.0 % (previous
year: 6.6 %).

Earnings per Share/Dividends

Earnings per shareincreased to €4.36 (previous year: €3.88). This figure was calculated
on the basis of 75,606,328 shares outstanding.

The Executive Board and Supervisory Board will be proposing a dividend of €1.70 for each
dividend-bearing share to shareholders at the Annual General Meeting.
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Consumer sales
by region

Americas
Europe 14.9 %

73.1%

Africa,
Asia,
Australia
12.0%

Consumer operating result (EBIT)
by region

Americas
3.8%

Europe
88.7%

Africa,
Asia,
Australia
7.5%
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Business Developments —
Business Segments

Consumer
(in € million) Europe Americas Africa/ Total
Asia/

Australia
Sales 2005 2,953 602 486 4,041
Change (adjusted for
currency translation effects) 3.0% 3.2% 11.6% 4.0%
Change (nominal) 3.6% 8.0% 12.6% 5.2%
EBIT 2005 417 18 35 470
EBIT margin 2005 14.1% 2.9% 7.3% 11.6%
EBIT 2004 384 11 38 433
EBIT margin 2004 13.5% 1.9% 8.9% 11.3%

The Consumer division managed to increase sales, adjusted for currency translation effects,
by 4.0 % despite the difficult market environment. At current exchange rates, sales rose by
5.2 % to €4,041 million.

EBIT increased to €470 million (previous year: €433 million). The EBIT margin was 11.6 %
(previous year: 11.3%).

Many large European markets continued to be characterized by subdued consumer spending.
Competitive pressure increased on all fronts. Nevertheless NIVEA sales could be increased

in all regions. Worldwide we achieved sales growth of 4.8 % adjusted for currency translation
effects. In particular, the subbrands NIVEA FOR MEN, NIVEA Deo, and NIVEA Hair Care Styling
performed very well.

Along with sales growth, the success of the brand is determined by the number of markets
where NIVEA is the market leader. Once again, we were able to increase the number of
market leadership positions in our target markets.

Eucerin again achieved strong growth, increasing sales by 10.1%, adjusted for currency
translation effects. The products in the dry skin segment were particularly successful.
The relaunch of Eucerin Sensitive Skin in the fourth quarter of 2005 introduced a new look
for the brand, and will provide further momentum in 2006.

In the area of high-end cosmetics, the La Prairie Group recorded an increase of 11.2 %
(adjusted for currency translation effects). Particulary successful were products from the
Skin Caviar range and the launch of the exclusive fragrance Silver Rain.
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Despite a stagnant market, the plaster brands Hansaplast/Elastoplast achieved sales
growth with new products such as liquid bandages, our silver plaster and the new Hansaplast
Heat Pad. In contrast, sales of the base business declined. Allin all, total sales were slightly
below previous year’s level.

Consumer Sales in Europe

(in € million) Germany Western Europe Eastern Europe Total
(excluding
Germany)
Sales in 2005 1,008 1,591 354 2,953
Change (adjusted for
currency translation effects) 0.9% 2.6% 12.3% 3.0%
Change (nominal) 0.9% 2.5% 17.7% 3.6%

In Europe, sales in the Consumer business segment grew by 3.0 %, adjusted for currency
translation effects. At current exchange rates, sales increased by 3.6 % to €2,953 million
(previous year: €2,852 million).

In Germany, we increased sales by 0.9 %. Sa