Disclaimer

This PDF is a section of the Unilever Annual Report and Accounts 2008 provided to
Unilever’s shareholders. It does not contain sufficient information to allow a full understanding
of the results of the Unilever Group and the state of affairs of Unilever N.V., Unilever PLC or
the Unilever Group. For further information the Unilever Annual Report and Accounts 2008
should be consulted.

Certain sections of the Unilever Annual Report and Accounts 2008 have been audited.
Sections that have been audited are set out on pages 81 to 136, 140 to 141, 143 to 145
and 148 to 150. The auditable part of the Directors’ Remuneration report as set out on

page 60 has also been audited.

The maintenance and integrity of the Unilever website is the responsibility of the Directors;
the work carried out by the auditors does not involve consideration of these matters.
Accordingly, the auditors accept no responsibility for any changes that may have

occurred to the financial statements since they were initially placed on the website.

Legislation in the United Kingdom and the Netherlands governing the preparation and
dissemination of financial statements may differ from legislation in other jurisdictions.

Disclaimer Except where you are a shareholder, this material is provided for information
purposes only and is not, in particular, intended to confer any legal rights on you.

The Annual Report and Accounts does not constitute an invitation to invest in Unilever shares.
Any decisions you make in reliance on this information are solely your responsibility.

The information is given as of the dates specified, is not updated, and any forward-looking
statements are made subject to the reservations specified on the final page of the Report.

Unilever accepts no responsibility for any information on other websites that may be
accessed from this site by hyperlinks.



Report of the Directors

About Unilever

Our business and our strategy

Unilever is one of the world’s leading suppliers of fast moving
consumer goods. We aim to add Vitality to Life through meeting
everyday consumer needs for nutrition, hygiene and personal care
with products that help people to feel good, look good and get
more out of life. Unilever is a global business which achieves close
to half of its turnover in developing and emerging markets in
Asia, Africa, Central & Eastern Europe and Latin America.
Unilever’s portfolio includes such well-known brands as Knorr,
Lipton, Hellmann’s, Magnum, Omo, Dove, Lux and Axe/Lynx.

In 2008 we continued to focus on investing resources in markets
that are attractive and where we have competitive advantage,
notably Vitality (which we discuss in more detail on pages 9 to
17), Developing and Emerging (D&E) markets and personal care.
These higher growth areas have offered excellent opportunities
for us to develop our business performance and deliver more
shareholder value. At the same time, we continue to seek to
enhance our profitability and productivity through our
transformation agenda, the key features of which are the
simplification of our structure under the ‘One Unilever’
programme, the strengthening of our brand portfolio through
acquisitions and disposals, and the rationalisation of our supply
chain.

Our long-term ambition is to be in the top third of a group of
21 fast moving consumer goods companies in terms of total
shareholder return on a three-year basis. A list of companies
included in our peer group is set out on page 43.

Key indicators — performance and portfolio
We have defined the following five key financial performance
indicators for our business:

2008 2007 2006
Underlying sales growth (%) 7.4 5.5 3.8
Operating margin (%) 17.7 13.1 13.6
Ungeared free cash flow (€ billion) 3.2 3.8 4.2
Return on invested capital (%) 15.7 12.7 14.6
Total shareholder return (ranking) 9 8 13

Underlying sales growth (USG) is defined as the percentage
increase in turnover, adjusted for the impact of acquisitions and
disposals and exchange rate fluctuations. In 2008, underlying
sales growth increased from 5.5% to 7.4%, driven by pricing
action in response to unprecedented increases in commodity
costs.

Operating margin for 2008 improved from 13.1% to 17.7%,
boosted by the net impact of profits on disposals, restructuring
charges and other one-off items. Before these items the
underlying improvement in operating margin in 2008 was 0.1
percentage points.

Ungeared free cash flow (UFCF) is defined as the cash flow from
operating activities less net capital expenditure, pension charges,
share-based compensation costs and tax. A more comprehensive
definition is given on page 41. In 2008, UFCF was €3.2 billion,
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which was €0.6 billion lower than a year earlier, with the
underlying growth in operating profit being offset by business
disposals and adverse currency movements. It also reflected
higher restructuring costs, additional investment in capital
expenditure and higher tax rates. It included a working capital
increase of only €0.2 billion, which we see as a good achievement
in the light of the unprecedented commodity cost increases and
related pricing actions.

Return on invested capital (ROIC) is defined as profit after tax
(excluding finance and net impairment charges) divided by the
average invested capital. A more comprehensive definition is
given on page 42. In 2008, ROIC was 15.7%, boosted from
12.7% in 2007 by profits on business disposals. Excluding profits
on disposals, ROIC was 11.2%, broadly in line with 2007 on a
comparable basis.

Within our peer group of 21 companies, our relative Total
Shareholder Return over a three-year period was 9th in 2008. This
measure forms part of the basis for the long-term remuneration
of top management.

Underlying sales growth, ungeared free cash flow and return on
invested capital are not recognised measures under IFRS. The IFRS
measure most comparable with USG is turnover. In our Financial
Review on page 43 we reconcile USG with changes in turnover.
There is no IFRS measure directly comparable with either UFCF or
ROIC. In our Financial Review on pages 41 and 42 we reconcile
ROIC to net profit, and UFCF to both net profit and cash flow
from operations. The values of turnover, net profit and cash flow
from operating activities for the last three reporting years are as
follows:

€ million € million € million

2008 2007 2006

Turnover 40 523 40187 39642
Net profit 5285 4136 5015
Cash flow from operating activities 5326 5188 5574

Further information about these measures, including definitions
and, where appropriate, reconciliation to GAAP measures, can be
found in our Financial Review starting on page 40.

In addition to these financial indicators, we track other measures
in support of our strategic goals. We believe that the share of our
business that is generated in Developing and Emerging (D&E)
markets, and the proportion of our turnover that is generated by
our top 25 brands are particularly relevant. For the latter measure
we group together brands that have common consumer profiles
and are supported by common innovation programmes, although
in some cases the brand names may vary between countries.

The results for these measures for the last three reporting years
are as follows:

2008 2007 2006
Share of turnover in D&E markets (%) 47 44 42
Share of turnover in top 25 brands (%) 73 73 73
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Our definition of D&E markets includes all countries in Latin
America, Central & Eastern Europe, Africa and Asia, except Japan,
Korea, Australia and New Zealand. In 2008, the turnover in these
markets represented 47% of the turnover of the Group.

Our D&E strategy aims to increase the penetration and
consumption of our categories with D&E consumers at all income
levels and to trade consumers up to higher added value products
as needs change with rising incomes. We have an outstanding
geographic footprint in D&E markets. Our focus is to maintain
and develop our leading category and brand positions in our D&E
strongholds, such as Brazil, India, South Africa and Indonesia,
whilst simultaneously investing aggressively for growth to build up
new brand and category positions in countries that present
important new growth opportunities, notably China and Russia.

In the last decade we have strengthened our brand portfolio, with
the top 25 brands now collectively contributing 73% of our
global turnover. We now have 13 brands with a turnover of

€1 billion or more, as the Axe/Lynx men’s care brand surpassed
this milestone in 2008.

We also monitor the development of our brands through
independent market information that gives us insights into our
leading positions versus our direct competitors. In our section on
Operating environment on page 22 we indicate the product areas
in which we have leading or key strategic positions.

Key indicators - people and sustainability

Unilever has for many years recognised the significance of social
and environmental issues as a critical dimension of its operations,
and has established many indicators to track its performance in
these areas.

We regard safety as an essential element of a successful and
sustainable business and take seriously our responsibility to
provide a safe workplace. We aim to improve continuously the
health, safety and well-being of everyone working for or on
behalf of Unilever. A key measure of our progress in this area is
our total recordable accident frequency rate, which counts all
workplace accidents except those requiring only simple first aid
treatment. For details please refer to page 13.

We are committed to meeting the needs of customers and
consumers in an environmentally sound and sustainable manner,
through continuous improvement in environmental performance
in all our activities. We exercise the same concern for the
environment wherever we operate and aim to reduce the
environmental footprint of our business and brands.

The environmental measures that we regard as the most
significant in relation to our business are those relating to the
amounts of CO, from energy that we produce, the water that we
consume as part of our production processes, and the amount of
waste that we generate. For further details please refer to

page 16.

The table below shows the results for the last three years.

2008 2007 2006
Total recordable accident frequency rate
per 100 000 hours 0.21 0.26 0.33
CO, from energy per tonne of
production (kg) 146.77 149.18 164.59
Water per tonne of production (m3) 2.96 3.05 3.29
Total waste per tonne of production (kg) 7.89 7.56 7.46

Data for 2008 is preliminary. It will be independently assured and
reported in our online Sustainable Development Report 2008 at
www.unilever.com/sustainability For previous years, the data has
been assured. The type of assurance undertaken has been limited
to enquiries of company personnel and analytical procedures
together with review on a sample basis of the operation of
processes relating to performance data noted in the table above.
Assurance of this nature is substantially less in scope than a
financial audit and does not include detailed sample testing of
source data, processes or internal controls. None of the assurance
services in this area is provided by Unilever's external financial
auditors.

On pages 9 to 11 of this report we give examples of the ways in
which our brands are addressing consumers’ social and
environmental concerns. A comprehensive review of Unilever’s
social and environmental performance can be found in our annual
Sustainable Development Report, available online at
www.unilever.com/sustainability Our online Report will contain
updated and independently assured results for 2008 for the
measures above, as well as trend information that demonstrates
our performance over the longer term.

Ten-year trends in many of the measures described above,
together with a range of other indicators, are included in the
document entitled ‘Unilever Charts’ which can be found on our
website at

www.unilever.com/investorrelations/annual_reports

Organisation
Unilever's organisation comprises regions, categories and
functions.

During 2008, we reorganised the management of our regions so
that our operations in Central & Eastern Europe were managed
together with those in Asia and Africa, whereas they had
previously been managed with those in Western Europe. This
change reflects our strategic focus on the developing world and
the fact that these markets share many common characteristics.
Our regions have profit responsibility for the local go-to-market
operations in their geographic territory. The focus is primarily to
build and develop relationships with customers, to develop the
regional supply chain to deliver customer service and asset
productivity, and to deploy brands and innovations effectively,
focused on excellent execution in the market place. The
performance of the regions is measured in terms of in-year
financial results, customer service levels and market positions.
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In 2008, we combined all global categories and brands across
nutrition, hygiene and personal care into one global category
organisation. The global category team aims to develop winning
category and brand strategies, to create exciting new brand
communication, product innovation and renovation, and to
provide strategic direction for the supply chain. The category team
is responsible for medium-term value creation, considering items
such as market share, category growth, brand health and
innovation.

Our functional teams, notably Finance and Human Resources, are
responsible for providing business partnering, strategic support
and competitive services across the global business. These
functions are organised around the same principles of business
partners, shared services and expertise teams.

The top management team, called the Unilever Executive (UEX),
consists of the CEO with seven direct reports, including three
regional Presidents for Western Europe, the Americas and Asia
Africa CEE, one global President for the global categories, and
three functional heads namely the CFO, Chief HR Officer and
Chief R&D Officer.

During 2008, Paul Polman was appointed CEO, replacing Patrick
Cescau with effect from 1 January 2009, and Geneviéve Berger
joined the UEx team as Chief R&D Officer, having previously been a
Non-Executive Director.

Operating environment

In our markets, we are competing with a diverse set of
competitors. Some of these competitors operate on an
international scale like ourselves, while others have a more
regional or local focus.

We aim to focus on providing consumers with added-value
products that bring Vitality to Life, in several important ways:

e creating and nurturing attractive brands that are trusted and
preferred by consumers and which seek to address consumer
needs and aspirations better than other brands;

¢ developing and rolling out new and better products and
concepts across our regions and product categories, supported
by innovative communication campaigns; and

e optimising and improving the productivity and efficiency of our
cost and asset base whilst ensuring a consistent high quality of
our products.

Around 70% of our turnover is in countries and categories where
we have a leadership position, as measured by the value of
turnover. We hold the global number 1 position in savoury,
spreads, dressings, tea, ice cream, deodorants and mass skin care.
We hold the global number 2 position in laundry detergents and
daily hair care. We have strong local positions in household care
and oral care.
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Unilever’s products are generally sold through our own sales force
as well as through independent brokers, agents and distributors
to chain, wholesale, co-operative and independent grocery
accounts, food service distributors and institutions. Products are
physically distributed through a network of distribution centres,
satellite warehouses, company-operated and public storage
facilities, depots and other facilities.

Our products are sold in over 150 countries around the world. In
many countries we manufacture the products that we sell, while
we also export products to countries where we do not have
manufacturing operations. The manufacturing network is
generally determined by an optimised regional sourcing strategy
which takes account of requirements for innovation, quality,
service, cost and flexibility. Certain of our businesses, such as ice
cream, are subject to significant seasonal fluctuations in sales.
However, Unilever operates globally in many different markets
and product categories, and no individual element of seasonality
is likely to be material to the results of the Group as a whole.

Our products use a wide variety of raw and packaging materials
which we source internationally, and which may be subject to
price volatility. In 2008 we saw unprecedented price increases in
many of our materials, notably in edible oils, which are used in
many food products as well as some personal care products, and
of crude oil, which is relevant to our transport costs but also used
as an input for certain petrochemicals and packaging materials.

Transactions with related parties are conducted in accordance
with agreed transfer pricing policies and include sales to joint
ventures and associates. Other than those disclosed in this report,
there were no related party transactions that were material to the
Group or to the related parties concerned that are required to be
reported in 2008 or the two preceding years.

For more information about related party transactions please refer
also to note 30 on page 135.

Resources

Our brands

We have a strong and well differentiated portfolio of global and
local brands, which are positioned to meet the needs and
aspirations of our consumers across a variety of price points,
segments and channels, allowing us to compete effectively in our
key categories and countries.

In 2008 thirteen of our brands had global turnover of €1 billion
or more. These were Knorr, Hellmann’s, Lipton, Becel/Flora
(Healthy Heart), Rama/Blue Band (Family Goodness), Wall's/Algida
(Heartbrand), Omo, Surf, Dove, Lux, Rexona (including Sure and
Degree), Axe/Lynx and Sunsilk (including Seda and Sedal).

We manage our brands under the following four category
headings: savoury, dressings and spreads; ice cream and
beverages; personal care; and home care.
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Savoury, dressings and spreads includes soups, bouillons, sauces,
snacks, mayonnaise, salad dressings, margarines, spreads and
cooking products such as liquid margarines, and some frozen
foods. Our key brands here are Knorr, Hellmann’s, Becel/Flora
(Healthy Heart), Rama/Blue Band (Family Goodness), Calvé, Wish-
Bone, Amora, Ragu and Bertolli.

Ice cream and beverages includes ice cream sold under the
international Heartbrand, including Cornetto, Magnum, Carte
d’Or and Solero, Wall’s, Kibon, Algida and Ola. Our portfolio also
includes Ben & Jerry’s, Breyers, Klondike and Popsicle. This
category also includes tea-based beverages, where our principal
brands are Lipton, Brooke Bond and PG tips, as well as weight
management products, principally Slim-Fast, and nutritionally
enhanced products sold in developing markets, including
Annapurna and AdeS.

Within these groups, we also include sales of Unilever
Foodsolutions, which is a global food service business providing
solutions for professional chefs and caterers.

In personal care, six global brands are the core of our business in
the mass skin care, daily hair care and deodorants product areas —
Dove, Lux, Rexona (including Sure and Degree), Sunsilk (including
Seda/Sedal), Axe/Lynx and Pond’s. Other important brands include
Suave, Clear, Lifebuoy and Vaseline, together with Signal and
Close Up in oral care.

Our home care ranges include laundry products, such as tablets,
traditional powders and liquids for washing clothing by hand or
machine. Tailored products including soap bars are available for
lower-income consumers. Our brands include Omo (‘Dirt is Good’
platform), Surf, Comfort, Radiant and Skip. Our household care
products include surface cleaners and bleach, sold under the Cif,
Domestos and Sun/Sunlight brands.

Please refer also to pages 9 to 11 where we give many examples
of the ways in which our brand portfolio is being actively
managed in support of our Vitality agenda.

Our employees

We believe in providing an environment where individuals can
achieve their goals, both professionally and personally. In order to
attract and retain the best people, we recognise the need to offer
them ways to take advantage of opportunities, room to succeed
and grow, and more directions in which to pursue their careers.

Our success depends on innovation, so we do everything we can
to ensure that the enterprising people we employ have the
freedom to act. We give them all the support and encouragement
they need. At the same time, we empower them to make tough
decisions, implement new ideas and use their initiative. As a result
our people have a passion for achievement, strive for outstanding
results and are determined to get things done.

We believe in everyone’s ability to develop and grow and that life
at work should be a continuous learning journey and that we all
have an equal right to take advantage of the opportunity to
develop ourselves. In our view seizing the opportunity to make a
difference is more important than simply progressing up the
ladder.

Personal vitality is also something we feel strongly about and we
have programmes and activities in place which are designed to
help everyone in the business take care of themselves and
encourage a better quality of life. By creating a vitalising work
experience and environment for our people we help them feel
energised and able to perform to the very best of their ability.

We have created an inclusive environment where people can
bring their whole self to work; they do not have to change to fit
in. We want people to be themselves. This drives a higher level of
engagement and, as a direct result, improves all-round
performance.

The fact that everyone is unique and has different interests

outside of the office has a positive impact on the way we work
and on our culture. Understanding other people's perspectives
and learning from them adds variety and enriches what we do.

On page 13 we have given some examples of the ways in which
we promote vitality in our people and in our ways of working.

Our total employee numbers over the last five years were as
follows:

Year end in thousands 2008 2007 2006 2005 2004
Western Europe 30 34 36 41 44
The Americas 42 43 45 47 47
Asia Africa CEE 102 97 98 18 132
Total 174 174 179 206 223

Numbers for prior years have been restated following the change
in our regional organisation during 2008.

Diversity

Diversity in Unilever is about inclusion, embracing differences,
creating possibilities and growing together for better business
performance. We embrace diversity in our workforce: this means
giving full and fair consideration to all applicants and continuing
development to all employees regardless of gender, nationality,
race, creed, disability, style or sexuality. Diversity plays a vital role
in ensuring we understand consumers’ needs.

The commitment to diversity is set right at the top of our
business. It is driven by the Global Diversity Board, chaired
throughout 2008 by former Group Chief Executive Patrick
Cescau, who has emphasised that ‘diversity is critical to our
business competitiveness and long-term sustainability’.
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Unilever is a very culturally diverse business, with 20 different
nationalities represented among our top-level group of 100
managers worldwide.

We have worked to embed diversity firmly into our day-to-day
business decisions, via our talent management and people
processes, from appointments to development. As part of the
Human Resources planning process our business units are
required to develop specific diversity plans that are aligned to the
priorities and needs of their regions and categories. Progress on
implementation of these plans is monitored closely.

We continue to carry out quarterly measurement and tracking of
diversity against our objectives, using the HR Strategy in Action
tool. Gender diversity remains an important priority.

Information Technology

Unilever IT is a global function headed by a Chief Information
Officer, reporting to the Chief Financial Officer, with a strategy
to deliver simple and competitive IT solutions in a cost-effective
way to support the business agenda.

A common technology framework and common standards for
architecture, key technologies, process, information and service
allow Unilever to simplify its IT operations to better exploit
global scale in IT. For example, this common approach facilitates
the move towards regional supply chain organisations and

the development of regional shared service centres, notably

in Finance and Human Resources, which in some cases

are outsourced.

The IT function is a key enabler for the One Unilever
transformation towards a globally aligned business through:

e strategic alliances and partnerships with global suppliers;
e improving IT infrastructure and service levels, whilst
reducing costs;
e building consistent IT capabilities, processes and databases; and
e strategic outsourcing in selected key areas

The implementation of an integrated enterprise-wide information
system in each region in support of the One Unilever
transformation is firmly on track. The Western Europe region
completed its phased implementation, with the last group of
countries going live at the end of 2008. The Asia Africa CEE
region made good progress as a number of countries were added
in a phased implementation towards 2010. The Americas is
already fully operational across the region.

Unilever partners with a selected group of leading suppliers to
develop and maintain a limited number of complementary IT
systems that collectively cover our business needs. This promotes
radical simplification, increased flexibility and agility, faster
implementation and reduced costs.
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Intellectual property

We have a large portfolio of patents and trademarks, and we
conduct some of our operations under licences that are based on
patents or trademarks owned or controlled by others. We are not
dependent on any one patent or group of patents. We use all
appropriate efforts to protect our brands and technology.

Property, plant and equipment

We have interests in properties in most of the countries where
there are Unilever operations. However, none is material in the
context of the Group as a whole. The properties are used
predominantly to house production and distribution activities

and as offices. There is a mixture of leased and owned property
throughout the Group. There are no environmental issues
affecting the properties which would have a material impact
upon the Group, and there are no material encumbrances on our
properties. Any difference between the market value of properties
held by the Group and the amount at which they are included in
the balance sheet is not significant. Please refer also to the
schedule of principal group companies and non-current
investments on page 140 and to details of property, plant and
equipment in note 10 on page 99. We believe our existing
facilities are satisfactory for our current business and we currently
have no plans to construct new facilities or expand or improve our
current facilities in a manner that is material to the Group.

Laws and regulation

Unilever businesses are governed by laws and regulations
designed to ensure that products may be safely used for their
intended purpose and that labelling and advertising are truthful
and not misleading. Unilever businesses are further regulated by
data protection and anti-trust legislation. Important regulatory
bodies in respect of our businesses include the European
Commission and the US Food and Drug Administration.

We have processes in place to ensure that products, ingredients,
manufacturing processes, marketing materials and activities
comply with the above-mentioned laws and regulations.

Legal proceedings

We are involved from time to time in legal and arbitration
proceedings arising in the ordinary course of business. However,
although the outcome of legal proceedings are inherently difficult
to predict, we are not currently involved in any legal or arbitration
proceedings which may be expected to lead to material loss or
expenditure in the context of the Group results. Similarly we do
not have any material obligations under environmental legislation.
None of our Directors or Officers is involved in any legal
proceedings which are material as aforesaid. For further
information on certain legal proceedings please refer to ‘legal
proceedings’ within note 25 on page 126.
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