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betterbusiness
Net Revenue

Reported Earnings Per Share (diluted)

Like-for-like (LFL) growth1 Flat
Total reported growth +21%

867.9p

Health and Hygiene

+238%

of RB base business Net Revenue1

Reported Gross Margin

59.7%

Adjusted1 Earnings Per Share (diluted)

DvM

-150bps
Adjusted1 Gross Margin 61.1%
(-10bps)

+7%

of RB base business Net Revenue1

Adjusted1 Operating Margin

Total dividend for the year

-70bps
Reported Operating Margin 23.8%
(-10bps)

+7%

£11.5bn

27.1%

324.6p
164.3p

79%
33%
1

Definitions of non-IFRS measures and their
reconciliation to IFRS measures are shown on
page 39.

bettersociety
Net Revenue from more
sustainable products

19%

People reached with Health and
Hygiene messaging

568m

betterenvironment
Greenhouse gas emissions per
unit of production

31%

Reduction since 2012

Continued transformation of RB

The acquisition of Mead Johnson Nutrition
(MJN), disposal of RB Food and reorganisation
into two new, focused business units
continues RB’s transformation into
a consumer health and hygiene company.

% Net Revenue from consumer health
at end of 2011 versus end of 2017
Water usage per unit of
production

37%

Reduction since 2012

50%

29 percentage points increase since 2011
(pro-forma2)
2

Assuming ownership of MJN from 1 January 2017.
This is based on the 2017 definition of Health as
per Note 2 to the Financial Statements.
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Our
business model

We’re using
our strengths

To power
our business

Strategic inputs

Our operating segments

Our people and culture
We employ outstanding people, who work in a
unique culture that harnesses their passion and
allows them to make a real difference

Our brands
We have 20 Powerbrands, which are leaders in
their markets and offer faster growth and
higher margins

Our knowledge and skills
We have deep consumer understanding, proven
R&D capabilities and an agile organisation, which
gets products to market fast

Our relationships
We develop strong, value-creating relationships
with customers, consumers, suppliers and
communities

Our infrastructure
Our business is underpinned by well-invested
manufacturing sites, R&D laboratories and
logistics centres

Our financial strength
Shareholders’ equity, debt and retained profit
give us the financial resources to implement
our strategy

In 2017, RB was organised into three operating segments –
Europe and North America (ENA), Developing Markets (DvM)
and Infant and Child Nutrition (IFCN).

ENA

DvM

Europe (including Russia/CIS
and Israel), North America and
Australia/New Zealand

Africa, Middle East (excluding
Israel), Turkey, Asia (excluding
Russia/CIS) and Latin America

Net Revenue

Net Revenue

£6.7bn £3.3bn
IFCN

IFCN is the acquired MJN business, which includes the world’s leading
franchise in infant and children’s nutrition
Net Revenue (pro-forma1)

£2.9bn
1

Refer to page 39 for basis of preparation.

Our categories
Health
Nourishing the best start to life with the IFCN
business, and treatments for everyday issues such as
pain and flu, wellness products covering sexual
wellbeing, footcare, vitamins and supplements

Hygiene
Personal and home hygiene products which provide
the foundation for healthy living

Home
Brands that make the home environment more
harmonious and less stressful, so families are happier
every day

Reorganising for growth
From Q1 2018, RB is developing a platform for future growth and
outperformance by creating two focused, fully accountable and
more agile business units – Health and Hygiene Home.
See page 9

Our purpose is to make a difference
by giving people innovative solutions
for healthier lives and happier homes

RB 2.0 reorganising
for long-term growth
and outperformance
Now we are starting a new chapter of
sustainable outperformance with the
creation of two focused, fully accountable
and more agile business units – Health and
Hygiene Home.

Two companies, both rich in history
and expertise, joined forces.
Thomas and
Isaac Reckitt
build the Maud
Foster mill
1819

Reckitt & Sons
founded in Hull
1840

Benckiser
founded in
Germany
1823

Mead Johnson
founded
1905

Reckitt
launched on
London Stock
Exchange
1888

Gaviscon
Acquisition
1970

Reckitt & Sons
merges with J
& J Colman to
become Reckitt
& Colman
1938

Ecolab
Acquisition
1987

Air Wick
Acquisition
1985

Lehn & Fink
Acquisition
1994

Boyle Midway
Acquisition
1990

Reckitt and
Benckiser
Merged
1999
Sold Colman's
Food Business
1995

Adams
Respiratory
Therapeutics
Acquisition
2008
Boots
Healthcare
Acquisition
2006

Schiff Nutrition
Acquisition
2012

SSL
International
Acquisition
2010

Hypermarcas
Condom and
Lubricant
Acquisition
2016
K-Y Brand
Acquisition /
Spin off Indivior
– (RB Pharma)
2014

We are driven by:

MJN brings to RB:

Category focus and expertise

Deep understanding of new parents
Mead Johnson
Nutrition
Acquisition/
Sold Food
Business
2017

Ownership & Entrepreneurship

Respected relationships with healthcare
professionals

Ready to disrupt
Radical simplification

Scale and infrastructure in new markets

The future of RB is exciting. The changes
we are making will reignite the potential of
our people and our brands and create value
for years to come.

Together we will find new and exciting
ways to promote health and wellbeing,
from infancy to adulthood around the world

Better
together
2017

1819

Front line obsession

Excellence in infant and child nutrition

RB 2.0

2018

Health
Enfamil has been trusted
by generations of mums,
dads, caregivers and
healthcare professionals
for safe, high-quality,
beneficial products based
on leading-edge nutritional
science.

Mortein
launched
1880

Scholl
launched
1904

Lysol
launched
1912

Veet
launched
1922

Harpic
launched
1923

Durex
launched
1929

Dettol
launched
1932

Nutramigen
launched
1942

Woolite
launched
1951

Air Wick
launched
1943

Finish
launched
1953

Calgon
launched
1956

Strepsils
launched
1958

Enfamil
launched
1959

Clearasil
launched
1959

Gaviscon
launched
1965

Nurofen
launched
1983

Vanish
Mucinex Cillit Bang
launched launched launched
1983
2002
2004

Nutramigen was the first
and is the most extensively
studied formula of its kind.
Seventy-five years after
its launch, it remains the
world’s #1 brand for the
dietary management of
Cow’s Milk Allergy (CMA) in
infants and young children.

We will change the world by making people
healthier and live better by nourishing the best
start in life and empowering people to take
health into their own hands

Hygiene Home
We will create a cleaner world by bringing our
innovative solutions to a billion homes

On 17 August 2017, the Group sold the RB Food
business to McCormick & Company, Inc. for
US$4.2 billion (£3.2 billion) in cash.

Reckitt Benckiser Group plc (RB)
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And pursue
our purpose

So we drive
outperformance

Our purpose is to make a difference, by giving people
innovative solutions for healthier lives and happier homes.

Our strategy and operating model
create value for all our stakeholders.

Megatrends

See pages 30 to 31.

Powerful long-term trends are influencing our markets
and driving demand for our products, from longer lives
and increasing incomes to the relentless rise of
technology and e-commerce.

Our strategy
We have designed our strategy to respond to these
trends and deliver long-term success.
betterbusiness
How we outperform,
through our focus on
our brands, markets,
people and creating
a digitally connected
company

bettersociety
How we support our
communities and
drive quality and
safety in all we do

betterenvironment
How we reduce our
environmental impact
and ensure we source
materials responsibly

Our operating model
Our three-part model enables us to rapidly scale up our
ideas and offer them to consumers worldwide.
Create
Create innovative
products that meet
consumers’
under-served
demands

Scale
Scale our
innovations, to make
them as global as
possible

Our values

Activate
Activate our ideas
through our customer
relationships, while
driving consumer
demand through
offline and digital
channels

Our values help us to realise our vision and purpose
and are key to our distinct culture.
Achievement

Hungry for
outperformance

Ownership

Responsibility

Doing the
right thing

‘It’s my business,
I own it, I drive it’

Partnership

Entrepreneurship

Courage to disrupt
the status quo

See pages 16 to 17.

Building trusted
relationships to
create value

40,000+
challenging careers

20

market-leading Powerbrands

160%

Total Shareholder Return
since adoption of our
strategy in 2012

568m

people reached with health and
hygiene messaging

Bricks and
mortar and
e-commerce

People
RB provides exciting and
challenging careers, with
excellent rewards for
outstanding performance

Consumers
Consumers receive
innovative, safe and
high-quality products, which
give them healthier lives and
happier homes

Shareholders
Shareholders benefit from
strong operational and
financial performance,
resulting in attractive returns
via dividends and long-term
share price appreciation

Communities
Our products and social
programmes lead to
improved health and
hygiene standards

Customers
Customers gain from selling
our leading brands, which
grow each category and
drive customer value in
relevant channels

04

Reckitt Benckiser Group plc (RB)

Annual Report and Financial Statements 2017

Chairman’s
Statement

RB made substantial
progress with its strategy
during 2017.
This is my final report to you as Chairman of
RB and as I pass on the Chairmanship I am
immensely proud to have been a part of this
exceptional company. The transformation
of the Group from a household cleaning
business to a world leader in consumer
health has been an ongoing journey; one
that took a significant step forward in 2017,
leaving RB even better placed to achieve its
purpose of healthier lives and happier homes
in the years ahead.

A significant year for RB
The acquisition of Mead Johnson
Nutrition (MJN) represented
a step change in the scale
and geographic spread of our
consumer health business, while
the disposal of the non-core
Food business continued RB’s
transformation into a global leader
in consumer health and hygiene.
Food has exceptional brands and
people, and was an excellent
investment during RB’s ownership.
Against a backdrop of a changing
global business environment,
these important changes to the
Group, and in particular the
acquisition of MJN, have given
us the opportunity to consider
where we want RB to be in the
medium to longer term. We have
therefore created two end-toend, fully accountable business
units – Health and Hygiene
Home – to position RB to deliver
superior Shareholder returns for
years to come. More information
on all these strategic moves can
be found in Rakesh’s statement
on the following pages.

Adrian Bellamy
Chairman

Business performance
RB’s top line performance was
affected by a number of issues in
2017, notably a sophisticated cyber
attack, which originated in the
Ukraine, in June, which had a
significant impact on our supply
availability in the third quarter. We
also saw the residual effects of the
Humidifier Sanitizer (HS) issue in
Korea and the underperformance
of the Scholl/Amopé Wet &
Dry Express Pedi, which we
launched in 2016. The HS issue
was tragic and we continue to
make both public and personal
apologies to victims, as we
continue to work to resolve it.
Conditions were also challenging
in some markets with, for example,
more difficult trading conditions in
Europe and India and geopolitical
uncertainties affecting the Middle
East. Consumer behaviour is
changing rapidly and products
are being purchased through a
broader range of channels, such
as e-commerce and value-oriented
niche retail formats. Retailers are
responding and we are seeing
the impact in a number of ways,
including payment terms, inventory
management and pricing. The Board
believes that in these conditions,
RB has demonstrated resilience
and commitment, although we
did not outperform our markets.
Net Revenue from continuing
operations rose by 21% in 2017,
including the initial contribution
from MJN and the benefit
of positive foreign exchange
movements. Net Revenue for the
RB base business (see page 39 for
definition) was flat, while MJN
delivered pro-forma revenues
which were up 2% during the
period of our ownership, in line
with our expectations. Reported
Operating Profit from continuing
operations was up 21% in actual
currency and 14% in constant
currency. Adjusted Operating
Profit from continuing operations
rose by 18% in actual currency
and 12% in constant currency,
resulting in a 70bps decrease in
our Adjusted Operating Margin.
As described on page 140, RB
recorded a provision of £296
million within discontinued
operations, relating to
ongoing discussions with the
US Department of Justice
about Indivior PLC, formerly
RB Pharmaceuticals, which
we demerged in 2014. This

Reckitt Benckiser Group plc (RB)
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contributed to reported Diluted
Earnings Per Share of 867.9
pence, up 238%. Adjusted
Diluted Earnings Per Share
increased by 7% to 324.6 pence.
The growth in adjusted earnings
enables us to reward Shareholders
through rising dividends. The
Directors have proposed a final
dividend of 97.7 pence per share,
up 3%. When added to the interim
dividend of 66.6 pence per share,
this gives a total dividend per share
of 164.3 pence, an increase of 7%.
Subject to Shareholder approval,
the final dividend will be paid on
24 May 2018 to Shareholders on
the register at 13 April 2018.
RB continues to be highly cash
generative, with free cash flow as
a percentage of continuing
Adjusted Net Income of 94% in
2017. The Group has a robust
financial position, following the
acquisition of MJN and the receipt
of the $US4.2 billion of proceeds
from the sale of Food. Immediately
following the completion of the
MJN purchase, we raised $US7.75
billion in bonds, with the level of
investor interest and good timing
enabling us to achieve very
attractive rates.
Strategy
Every year, the Board formally
reviews RB’s strategy. The
Board remains convinced that
the strategy is working well
and that this year’s significant
strategic moves will position
RB well in this changing market
for future outperformance.
Innovation and investment in
brand equity remain at the
heart of the Group strategy.
Differentiated products with
strong brands are essential
for expanding our categories,
driving top line growth and
supporting our pricing power.
Governance
In September 2017, we announced
my decision to retire as Chairman
and as a member of the Board,
from the 2018 Annual General
Meeting (AGM). I am delighted
that Chris Sinclair will take on the
role of Non-Executive Chairman
at that time. Chris has served
on the Board since 2015 and
is an exceptionally strong and
experienced business leader, with
a deep knowledge of consumer
goods and international markets.
Ken Hydon and Judy Sprieser will
also be retiring as Non-Executive
Directors at the AGM in May.
They have been outstanding
members of the Board and great
Chairpersons for two of our
committees. On behalf of the
Board, I thank them for their many
years of exceptional service to RB.

Moving forward, as part of the
reorganisation of RB’s business,
Rakesh Kapoor has become
President of the Health business
unit, in addition to his role as
Chief Executive Officer of the
Group. The Board believes that
Rakesh is the right person to
lead Health as it establishes
itself in the new structure of the
Group. We are also pleased that
Rob de Groot, who has nearly
three decades of experience
in our business, will lead the
Hygiene Home business unit.
In addition, during the year, we
completed a number of changes to
Board Committee responsibilities,
with André Lacroix becoming
Chair of the Audit Committee and
Mary Harris becoming Chair of the
Remuneration Committee. More
information on these changes is set
out in my statement on Corporate
Governance, starting on page 58.
The Board completed an internal
evaluation of its effectiveness
in 2017. This showed that
the Board and its committees
are successfully guiding and
overseeing the business. Further
details can be found on page 64.
Risk remains a key focus for
the Board and we have taken
a number of steps to further
enhance the Group’s risk
management, as described
on page 42. The Corporate
Responsibility, Sustainability,
Ethics and Compliance (CRSEC)
Committee supports the Board’s
oversight of risk and is well
integrated with management.
The Committee, with Pam Kirby
as its Chair, was established in
2016 and has made an important
contribution this year.
AGM resolutions
The AGM is on 3 May 2018. The
resolutions that Shareholders will
vote on are fully explained in the
Notice of Meeting.
Conclusion
I would like to thank my fellow
Board members, Rakesh Kapoor
and his executive team and
everyone in RB for their significant
efforts this year, and throughout
my time on the Board. It has been
a privilege to be Chairman of RB,
and never more so than during this
recent period when the Group has
been transformed. I am confident
that RB has the right strategy,
people and culture to deliver
outperformance in the years
to come.
Adrian Bellamy
Chairman
19 March 2018

Financial Statements

Message from
Chris Sinclair

I would like to thank Adrian for his extraordinary
contribution as Chairman and to add my thanks to Ken
Hydon and Judy Sprieser for their wise counsel during
their time on the Board. RB is an outstanding company
and it is an honour to follow Adrian as Chairman.
As I take on the mantle of Chairman of the Board,
I see a number of priorities for RB as I look forward.
Our main priority is to reignite our Powerbrands. The
competitive landscape and transformation of retail put
a premium on companies who can innovate and build
out their brand franchises. The reorganisation is
central to achieving this.
We need to ensure that MJN is extremely well
integrated, so we capture the true value in the
business while combining its capabilities within RB’s.
We will consider further inorganic opportunities to
add to the portfolio in line with our strategic goals,
particularly in Health, but we will exercise discipline
and only make acquisitions where we believe they will
create value for Shareholders.
When it comes to the people elements of the strategy,
we will continue to build the talent and depth of RB’s
management team, while sustaining RB’s culture.
The Board and management are keenly focused on
effective governance and risk management and this
will be increasingly important as we move further into
health-related sectors. Board renewal will continue.
In summary, RB is well positioned in growing,
high-margin sectors, with a powerful arsenal of
brands, excellent management and a culture built on
high performance. RB’s clear vision and commitment
to its purpose are also crucial. These factors combine
to guide every action we take and give everyone
in RB a strong sense of who we are and what we
can achieve, by working together towards a common
goal. They are the strengths that make RB a global
powerhouse and I am excited about its future.
Chris Sinclair
Chairman-elect
19 March 2018
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Our strategic moves during 2017
position the Group extremely well
for the future.

A transformational year
This was a hugely important
year for RB, as we made real
progress towards our purpose
of healthier lives and happier
homes. Our strategic moves
during 2017 enable us to meet an
even broader range of consumer
needs and position the Group
extremely well for the future.
First, we completed the acquisition
of MJN in June 2017. MJN is a
unique opportunity for RB to do
more in pursuit of healthier lives,
supporting infant nutrition in the
crucial first 1,000 days of life,
which are the most important
for determining long-term health
outcomes. The purchase brings
into sharp focus the progress we
have made over the last five years,
in transforming the portfolio from
one centred on household cleaning
to one which is predominantly
based on health and hygiene.
MJN is an excellent fit with our
base business. RB already reaches
millions of people through our
hygiene education programmes
and provides parents with relief
when their children are unwell,
through world-class brands such

Rakesh Kapoor
Chief Executive Officer

Reckitt Benckiser Group plc (RB)
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as Nurofen and Mucinex. MJN
brings a deep understanding of
a new mother’s journey and the
leading global brand in infant
nutrition, Enfamil. As well as
giving us entry to this structurally
advantaged, fast-growing and
high-margin category, the
acquisition also achieved an
important goal for RB, by giving
us a strong platform in important
developing markets. These include
China, the Philippines, Vietnam
and many parts of Latin America.
We completed the acquisition
ahead of schedule and have
already made good progress with
our acquisition objectives, both
financially and operationally.
Our second key strategic move was
the sale of our Food business. This
was a very strong operation, with
fantastic people and brands, which
generated considerable value for
Shareholders over a long period.
However, it was not core to RB’s
purpose and given the acquisition
of MJN, it was the right moment
to find the best owner for this
business. We exited at about the
time we completed the MJN deal,
for a very good price, benefiting
Shareholders and enabling us to
reduce our debt and interest costs.
Acquiring MJN means that for
the first time, consumer health
accounts for more than 50% of
Group revenues on a pro-forma
basis. Achieving this critical mass
in consumer health has given us
the opportunity to determine
where we want to be in the
future. Under RB 2.0, we have
created two focused, agile and
fully accountable business units
– Health, incorporating MJN, and
Hygiene Home – which together
form one RB. This new structure
was put in place effective Q1
2018. More information about the
reorganisation can be found on
page 9, with details of Health and
Hygiene Home on pages 32 to 35.

Performance
In a year that transformed RB
strategically, we continued to
face challenging conditions in
key markets. We also suffered
from both known and unforeseen
issues, as a result of which our
performance in 2017 was not
good enough and we did not
outperform our markets.
The known issues included
the impact of the South Korea
Humidifier Sanitizer (HS) issue
and the Scholl/Amopé innovation
in 2016. We continue to engage
with all stakeholders, including
other companies, to resolve the
tragedy in Korea and remain
committed to putting victims first.
The issue we did not foresee was
a serious cyber attack, which
hit RB and a number of other
companies on 27 June 2017. This
had a significant impact, disrupting
key operations including our
manufacturing capacity, logistics,
and our go-to-market operations,
with a corresponding effect on
our performance, particularly in
the third quarter of the year.
While we had always invested
in our cyber security, we have
learned many lessons about
how to improve. Our aim is to
prevent further attacks, but their
increasing sophistication means we
cannot rely on prevention alone.
We are therefore enhancing our
programmes for rapid detection
of, and response to, attacks,
enabling us to quickly mitigate
the impact, and improving our
ability to efficiently restore
our systems, so we are up and
running again as fast as possible.
The year also brought some
notable successes, not least
the improving performance
in infant nutrition. Since the
acquisition, we have worked hard
to accelerate MJN’s innovation
pipeline in the key markets of
China and the US. Similarly we
are bringing our expertise in
digital and e-commerce to drive
transformational growth. We
have also targeted investment
into other significant growth
channels, notably mom-andbaby stores in China. In addition,
we have injected the RB culture,
with its passion, discipline
and focus on performance.

Mead Johnson
Nutrition integration
Completing the acquisition of MJN one
quarter earlier than we planned has given us
a head start on delivering the back office
and procurement synergies we had identified.
As a result, we achieved synergies of around
US$25 million in 2017, helping to offset margins
in MJN that were lower at the completion of
the acquisition than we expected. We now
expect to achieve in the region of US$300
million in annual cost savings by the end of
the third year of ownership, an increase over
our original target of US$250 million (£200
million).
The next phase of integration will see MJN
become an integral part of the new Health
business unit, with the opportunity to bring the
best of both companies to benefit consumers
and drive growth.
See more on page 26
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Chief Executive’s Statement
continued

United Nations (UN) Sustainable
Development Goals
The UN has 17 Sustainable Development Goals, which together
form an agenda for radical improvements for people, the planet
and prosperity. The goals are underpinned by detailed targets,
to be achieved by 2030. RB’s products already contribute to
the achievement of a number of these goals and targets, in
particular those relating to good health and wellbeing and
clean water and sanitation. The acquisition of MJN means we
now also contribute to ending stunted growth in children, which
has life-long health and developmental impacts and is a key
target under the Zero Hunger goal.

The RB base business (defined
on page 39) is driving growth in
digital and e-commerce, especially
in China. We delivered further
strong growth in this channel in
2017, with e-commerce generating
more than 50% of China’s Net
Revenue, up from more than
30% in 2016. This puts us ahead
of schedule to reach our target
of 50% of China’s Net Revenue
coming from e-commerce by
2020. More information about
our e-commerce growth initiatives
can be found on page 19.
Innovation is the lifeblood of
RB and we continued to launch
new and exciting products in
2017. Examples include the SiTi
Shield range, which creates a new
category by protecting people
from the pressing global health
issue of air pollution (see page 33).
Other notable health innovations
were a Scholl Express Pedi for the
value end of the market, especially
to drive penetration in emerging
markets; Durex Naturals Intimate
Gel, which is the first in a line
of Durex natural products; and
Digestive Advantage Chocolate
Bites, a delicious way to get your
daily probiotics to promote longterm digestive and immune health.
We also continued to innovate in
the Hygiene and Home categories.
New Hygiene products included
a completely new formulation
of Finish, to suit the table-top
dishwashers which are driving
penetration in China. Lysol
Disinfecting Wipes now use a
new material designed to pick
up dirt and germs better, and we
have overhauled the entire Veja
brand in Brazil, with the biggest
update to the range in the last
five years. In the Home category,
key innovations include Vanish
White and Air Wick’s VIPoo.

See more in our
Sustainability Report
at RB.com

RB depends on its talented people
to drive its success. We have a real
depth of talent and the creation of
our new business units allows us to
deploy this strength, by providing
new opportunities for them to
flourish. We have put together
strong leadership teams for each
business unit, which meet the
specific needs of those businesses
and support our growth ambitions.

RB has always prioritised being
a responsible company and
we must continue to do so if
we are to achieve our goals.
During 2017, we therefore added
a new value of responsibility,
formalising the message that
we must always do the right
thing, even when it is hard. More
information about our values can
be found on pages 16 to 17.
RB 2.0 Reorganising for growth
The world is changing rapidly.
Long-term trends in consumer
health remain strong, with ageing
populations in developed markets
and rising incomes in emerging
markets both driving spending
on health and wellbeing. The
Health category is competitively
advantaged, with consumers
wanting brands they know and
trust in their moment of need,
and channel transformation is
less pervasive than in personal
care and home care, in part due
to regulation. The Hygiene and
Home categories have substantial
penetration opportunities,
particularly in emerging markets,
and the chance to reap the full
potential of our excellent brands.
RB aims to be the global leader in
consumer health, with a strong
presence in major categories
and a broad geographic spread.
It will have the expertise and
focus to build on its dedicated
health platform, in a structurally
advantaged category.
The higher focus and resource
allocation to consumer health
has delivered strong results for
RB in recent years, but it means
we have not done full justice
to Hygiene Home’s portfolio of
global Powerbrands. The new
business unit will unleash the
potential of those brands, by
speeding up innovation, creating
more opportunity to invest in
our brands, and sharpening
its go-to-market focus.

Reckitt Benckiser Group plc (RB)
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The reorganisation also aims
to position RB to succeed in
the new world of channel
fragmentation. New channels
such as e-commerce, discounters
and mom-and-baby stores give
us the opportunity to provide
more tailored solutions, to
meet the specific shopping
needs of these consumers.
For 2018, we are targeting total
revenue growth of 13-14% at
constant rates, which implies
like-for-like growth in the range of
2-3%, in line with overall market
growth. We also reiterate our
medium-term target of moderate
operating margin expansion. The
operating margin for 2018 will
reflect a number of specific factors,
including the arithmetical impact
of a full year of consolidating
MJN, increased synergies
relating to the integration of
MJN and the operating costs
of the new organisation.
Finally, I would like to thank
Adrian Bellamy, Ken Hydon and
Judy Sprieser for the enormous
difference they have made to RB,
during their many years on the
Board. I look forward to working
with Chris Sinclair, the Board,
and all our people to help deliver
the next phase of RB’s success,
as we make further progress
towards achieving our purpose.
Rakesh Kapoor
Chief Executive Officer
19 March 2018

RB 2.0 Reorganising
for growth
RB has transformed its portfolio during the past five
years, delivering strong returns to Shareholders.
The acquisition of MJN and the disposal of RB Food have
given us the opportunity to start a new chapter of
sustainable outperformance. From 1 January 2018,
RB has two business units – Health and Hygiene Home.
Each business unit is fully end-to-end accountable, from
innovation, through brand development and supply,
ensuring healthier lives and happier homes
for our consumers.

Five guiding principles
• Frontline obsession: devolving responsibility to in-country teams,
to serve our consumers and customers better
• Category focus and expertise: building out differentiated models to
suit the needs of each category
• Entrepreneurship and ownership: encouraging initiative and new ideas
• Ready to disrupt: creating new categories, exploiting technology and
new channels, and developing new models
• Radical simplification: creating a more focused and agile organisation
Benefits
• Closer to our customers and consumers
• Faster decision making and speed to market
• Increased resources to invest for growth
• More focused innovations
• Opportunities for our teams to learn and leverage their expertise
See more on pages 32 to 35
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Strategic objectives, targets
and key performance indicators
betterbusiness
The betterbusiness
element of our strategy
has four pillars, which
focus us on faster‑growing
markets and categories
and enable us to
outperform.
See more on pages 14 to 19

Organisation and culture

Powerbrands

Our people are what make us outperform.
Respecting them, keeping them safe and
developing their skills and careers is essential
if we are to be successful.

We invest heavily in our portfolio of
20 market-leading Powerbrands. They
provide over 80% of our revenue and
offer higher growth and margins.

We recognise and embrace the value that a
diverse, engaged and motivated workforce
can bring.

Powermarkets

Virtuous earnings model

We have 16 Powermarkets. These are the
markets which have the highest absolute
growth potential for us and where we see
the greatest ability to win. They are weighted
towards developing markets which have greater
economic growth, rising middle classes and more
opportunities to increase market penetration.

We focus on higher-margin initiatives and
rigorous control of our costs. Through our
virtuous earnings model, this funds our
investment in our brands, capabilities and
development, and enables us to expand
our revenue and our Operating Margin.

Our policies

KPIs and goals

Anti-bribery and anti-corruption
Our policy is that all RB companies,
employees and contractors must comply
with the anti-bribery, anti-corruption
and competition laws of the UK and all
countries in which they conduct business.
Directors, managers and others with
supervisory responsibility must ensure
that the employees and contractors they
supervise are aware of and comply with
this policy. All employees and contractors
must also certify annually that they have
complied with our Code of Conduct and
the Audit Committee periodically reviews
Internal Audit findings in relation to this.

Powermarkets

Organisation and culture

Definition: Net Revenue generated in our DvM
area, as a percentage of total Net Revenue

Definition: Our performance against our targets
for organisation and culture can be found on
page 14

Employee policies
RB’s Code of Conduct governs standards
of conduct in relation to our employees,
as well as all our other key stakeholders.
In addition, RB has policies setting out our
commitment to equal opportunities at work
and to providing a safe and healthy working
environment. We relaunched the Code of
Conduct and the associated policies in 2018.
Health and safety performance is monitored
through our Group Occupational Health
and Safety Management System, enabling
us to investigate any incidents, accidents
or occupational ill-health, and take any
necessary action. We also have a ‘Speak Up’
policy and process, allowing any employee
or contractor to confidentially report any
violation of the Code of Conduct, local
law or regulation, or unethical behaviour.

Target to 2020: 40%
2014
2015
2016
20171

30%
31%
31%
33%

Females in Top 400

33%

2016
2017

20%
24%

24%

Health and Hygiene (pre-RB 2.0)

Lost Work Day Accident Rate (LWDAR)

Definition: Net Revenue generated by our
Health and Hygiene categories, as a percentage
of total Net Revenue

Definition: Number of incidents resulting in at
least one lost day of work per 100,000 hours
worked

Target to 2020: 80%

Target: Continued decrease of rate

2014
2015
2016
20171

1

72%
74%
75%
79%

As a percentage of RB base business

79%

0.093
0.080
0.071
0.121

2014
2015
2016
2017

See more on page 14

0.121
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bettersociety
bettersociety is about how we
meet our responsibilities in
relation to our communities
and our products. We are
known for outperforming in
business and our aim is to also
outperform expectations with
our social impact investment.
See more on pages 20 to 21

Purpose-led brands

Stewardship

Improving health and hygiene through our
products, brand educational programmes
and corporate social investment.

Ensuring our products are safe,
compliant and effective, and reducing
their impacts on the environment.

Human rights

Product innovation

Positively enhancing Human Rights and
Responsible Business practices across our
value chain.

Designing and launching more sustainable
products.

Social impact investment
We recognise the role we must play in
making a positive impact and transforming
the health and lives of communities around
the world. Our social impact investment
strategy focuses on three areas that have a
direct connection with our business: sexual
health and rights, malnutrition and stunting,
and health and hygiene.

Our policies

KPIs and goals

Human rights
Our policy on human rights and responsible
business sets out our commitment to
upholding the rights expressed in the
International Bill of Human Rights and
the International Labour Organisation’s
Declaration on Fundamental Principles
and Rights at Work. RB is also committed
to following the UN Guiding Principles
on Business and Human Rights and the
Organisation for Economic Co-operation
and Development (OECD) Guidelines
for Multinational Enterprises. We have
established a proactive compliance
monitoring programme to enable us to
identify and remediate any violations
within our operations and supply chain.

Purpose-led brands

Product innovation

Definition: Total number of people reached with
health and hygiene messaging and campaigns

Definition: Total Net Revenue from more
sustainable products

Target to 2020: 400 million

Target to 2020: 33% of Net Revenue

Consumer safety policy
RB’s consumer safety policy covers our
commitment to producing products which
are safe for consumers to use. Among
other things, it requires us to comply
with all relevant laws and regulations; to
continually assess our products, packaging,
labelling and ingredients, and potential
consumer safety issues; to apply consistent
global standards; and to freely disclose
consumer safety information. We check
our products comply with our Restricted
Substances List (RSL) and take action
where necessary to ensure compliance.

2014
2015
2016
2017

142m
237m
365m
568m

568m

Social impact investment

1

Definition: Direct contributions made as social
impact investment
Target: Continual increase in social impact
investment
2014
2015
2016
2017

2014
2015
2016
20171

£6.5m
£6.5m
£8.0m
£10.5m

£10.5m

Note: 2014-15 values are Save The Children only; 2016-17
includes broader social impact investment; 2017 also
includes brand contributions.

4.7%
6.0%
13.2%
19.4%

19.4%

As a percentage of RB base business

See our Sustainability Report at RB.com
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CASE STUDY

Hackathon
A live 28-hour ‘hackathon’ in June brought together
RB’s R&D and marketing experts with creative and
entrepreneurial minds from other leading organisations
around the world. They formed three teams. Their mission:
to pioneer blockbuster innovations that could protect
children’s health from the devastating effects of air
pollution exposure in China, where levels are among the
highest in the world.
The teams presented their ideas to a judging panel – made
up of esteemed healthcare experts – and a packed
audience at the Cannes Lions festival. The product
solutions proposed were: Dream Cocoon, a dome made of
specially engineered charcoal bamboo fabric, which filters
air while babies sleep peacefully in a cot; GrowAir, a
protective, customisable face shield designed using soft,
transparent plastic to clean the air children breathe in as
they play outside; and the winning solution, StrollAir, a
small, portable and convenient connected air filtering
device that repels polluted air and provides babies in
prams with a clean air ‘bubble’. This product idea is now
being investigated by RB’s global R&D team.

Reckitt Benckiser Group plc (RB)
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betterenvironment
The betterenvironment
element of our strategy
sets out how we minimise
our emissions, water use
and waste, ensure we
source responsibly and
innovate to produce more
sustainable products.

Greenhouse gas (GHG) emissions

Waste

Reducing our GHG emissions in our operations
and across our product lifecycle, through energy
efficiency programmes, investing in renewable
technologies and procuring electricity from
renewable sources, and product innovation.

Reducing our manufacturing waste and ensuring
zero manufacturing waste is sent to landfill.

Water

Responsible sourcing

Reducing the water impacts of our products
throughout their lifecycle, including reducing
water use in our manufacturing operations,
especially in water-scarce regions.

Responsibly sourcing our natural raw materials,
including setting minimum standards for the
materials we use and risk-based compliance
programmes.

See more on pages 22 to 23

Our policies

KPIs and goals

Responsible sourcing policy
RB’s responsible sourcing policy details
our commitment to ensuring the natural
raw materials we use in our products are
produced in a manner that meets or goes
beyond applicable laws and regulations,
respects human rights, safeguards health
and safety, protects the environment and
generally supports sustainable development.

GHG emissions per unit of production

Water impact per dose of product

Definition: The percentage reduction in GHG
emissions per unit of production, against our
2012 baseline

Definition: Total water used during the
product’s life cycle, from material sourcing to
disposal or recycling, adjusted to reflect water
scarcity at each stage, and divided by the number
of product doses manufactured

We have risk-based compliance programmes
in place, including for palm oil where
we are working with our suppliers to
trace our palm oil supply chain and
address the social and environmental
issues associated with the industry.
Environmental policy
Our environmental policy sets out our
objectives for identifying, reducing or
eliminating our environmental impacts. We
ensure compliance with this policy through
our Group Environmental Management
System and rigorous monitoring of
our key environmental impacts, such
as our energy and water use, water
discharge quality and GHG emissions.

Target to 2020: 40% reduction
2014
2015
2016
2017

(7)%
(14)%
(22)%
(31)%

(31)%

Carbon footprint per dose of product
Definition: The percentage reduction in our
total carbon footprint per dose of product
manufactured, against our 2012 baseline
Target to 2020: 33% reduction
2014
2015
2016
2017

(3)%
1%
0%
(2)%

(2)%

Water use per unit of production
Definition: The percentage reduction in total
water consumption per unit of production,
against our 2012 baseline
Target to 2020: 35% reduction
2014
2015
2016
2017

(26)%
(30)%
(32)%
(37)%

(37)%

Target to 2020: 33% reduction
2014
2015
2016
2017

(2)%
(9)%
(6)%
(8)%

(8)%

Factories sending waste to landfill
Definition: The percentage of our factories
achieving zero waste to landfill, including both
hazardous and non-hazardous waste
Target to 2020: 100%
2014
2015
2016
2017

74%
89%
97%
100%

100%

Manufacturing waste per unit of production
Definition: The percentage reduction in
manufacturing waste per unit of production,
against our 2012 baseline
Target to 2020: 30% reduction
2014
2015
2016
2017

(10)%
(15)%
(20)%
(21)%

(21)%
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betterbusiness
in action
01

02

We said...

We delivered...

Organisation and culture
In 2017, we said we would:

In 2017, we:

Focus on diversity, talent, succession and
performance

Announced our new organisational
structure, effective Q1 2018

Advance our safety, quality and compliance
processes and practices, with the aim of
moving from good to great performance

Continued our DARE programme, to
Develop, Attract, Retain and Engage
talented women, and our mentoring
programme for female talent

Launch global standards for health and safety
to set minimum expectations for the highest
risk areas across all our sites

Provided leadership development
programmes to more than 1,500
managers, including unconscious
bias and inclusive leadership training
Continued to focus on making
performance reviews meaningful and
relevant, and rolled out the process
to MJN
Refreshed our core values and
strengthened our committment to our
people and our consumers with the new
value of ‘Responsibility’
Invested significantly in Safety, Quality
and Compliance functions, adding
high-calibre people as we continue to
move from good to great

Achieved a further reduction in the Lost
Work Day Accident Rate (LWDAR) on a
like-for-like basis but recorded a 13%
increase following reclassification* and
began to focus on reducing accidents
when employees are travelling to work
Created a new quality compliance
team, which completed 80 quality
audits in 2017
Introduced six new global policies under
our Quality Management System (QMS)
and completed an external audit of
the QMS
Published our tax strategy setting
out our tax principles and approach to
tax risk management, tax transparency,
tax planning and working with tax
authorities. Our tax strategy can be
found on our website www.rb.com
Substantially strengthened our cyber
security, as described in the Chief
Executive’s Statement (see page 6)

Created a team to provide health and
safety audits, training and advice (see
case study)
Introduced 11 new health and safety
standards, coupled with training
and advice
Implemented a single health and safety
function across RB and MJN, adopting
best practice from both organisations

Our goals
Like-for-like Net Revenue growth
Definition: Growth in Net Revenue, excluding the
impact of changes in exchange rates, acquisitions
and disposals

Category growth rate
Ambition

Health

Hygiene Home

3-5%

2-3%

Upper end

In line to
upper end

Adjusted Operating Margin expansion
Medium-term target:
Moderate Adjusted Operating Margin
expansion

Gender diversity
Definition: The percentage of women in
our global workforce
Target: Expand our focus on diversity and
talent by improving the retention rates of
women from managers to senior managers.
This is in line with our goal of doubling the
number of women in senior management
roles from a 2016 base line.
At the year end, RB’s gender diversity was as
follows:
Board
Directors:

Senior
managers:

Other
employees

8 male
3 female

392 male
127 female

19,910 male
15,427 female

Lost Work Day Accident Rate (LWDAR)
Definition: The number of workplace
accidents at manufacturing, warehouse,
R&D and commercial locations resulting in at
least one day of lost time per 100,000 hours
worked.
Target to 2020: Continued reduction in
the injury rate.
Increase in our LWDAR since 2012:

13%*

* We have revised the classification of our Lost Work
Day Accident Rate (LWDAR) from 2017 to include
accidents associated with organised travel and
commercial offices. Excluding accidents from
organised travel and commercial offices, there has
been a 36% reduction in LWDAR since 2012.
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Powering performance in China

Greater China is MJN’s largest market but
significant shifts in channels and the products
consumers demand had hit revenues in
recent years. Since the acquisition, we
have reinvigorated the business in China,
focusing on new channels such as momand-baby stores, applying RB’s e-commerce
expertise, improving marketing for MJN’s
exciting innovations and empowering the
team to take fast decisions. The result was
a return to strong revenue growth by Q4.

Advancing health and safety

In 2017, we put a new team in place to assure
ourselves that we have the right health and
safety practices across the business. The
team acts as auditors, trainers and advisors
to all our operations. By the end of the
year, it had completed 163 audits, covering
every location in RB. These audits produced
clear recommendations and documented
actions to drive further health and safety
improvements in the coming year.

We will...
Our priorities for 2018 are to:
Complete the reorganisation into two new
business units, including the full integration of
MJN into Health, ensuring we deliver the revenue
growth, margins and cost synergies we expect
from the acquisition
Continue to strengthen our cyber security
and our safety and compliance capabilities
Continue to drive improvements in health and
safety, including rolling out a health and safety
culture survey to all sites
Pilot a new system to give us a best-practice
process for managing the product life cycle
Continue to focus on embedding DARE
and driving initiatives to improve gender
balance, including running our Accelerate
leadership programme every quarter for
highly talented women
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betterbusiness
in action

Living our values
RB has a distinct culture, which comes to
life through our values. These values are
interlinked and together define how we make
decisions, how our people behave, how
we reward people and how our people
grow. Underpinning our culture is our
desire to always act responsibly.

Entrepreneurship

Courage to disrupt
the status quo
Acting like entrepreneurs means having the
courage to disrupt the status quo, by
pursuing big ideas using less money. We
champion new ideas, no matter where they
come from, and are passionate about turning
them into effective business solutions.

Reckitt Benckiser Group plc (RB)
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Achievement

Hungry for
outperformance
RB is hungry for outperformance. We never
rest on our laurels, so when we climb a
mountain we look for the next peak. We
have a bias for action at speed and reward
our people for outperformance.

Ownership

Responsibility
‘It’s my business,
I own it, I drive it’
Doing the right thing
Being responsible means always doing the right
thing, even when it is hard. We always put the
safety of our people and consumers first and
lead and act with integrity.

Partnership

Building trusted relationships
to create value
We build trusted relationships to create value.
We say what we mean and do what we say,
both in the room and outside it. We value
constructive conflict, as it enables us to
reach the best answer. No one has all
the solutions, so we partner with
others to find them.

Taking ownership means that we treat the
business like it is our own. Our people take
the initiative, without waiting to be asked or
told, and have the freedom to make a
difference.
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betterbusiness
in action
01

We said...

02

We delivered...

Powermarkets
In 2017, we said we would:
Continue to invest heavily behind our
Powermarkets, to increase penetration
and distribution
Stay at the forefront of e-commerce, as China
and other developing countries go through a
transformation in this channel

In 2017, we:
Continued to invest in penetration
programmes, for example by visiting
2.8 million new mothers in 13 emerging
markets, to help them understand and
adopt good hygienic practices for when
they bring their babies home

Substantially increased our footprint
in developing markets to 40% on a
pro-forma basis through the acquisition
of MJN
Grew e-commerce to more than 50%
of Net Revenue in China, up from more
than 30% in 2016
Established multi-channel capabilities,
including Offline to Online (O2O) and
Direct to Consumer (D2C) in China and
other markets

Powerbrands
In 2017, we said we would:

In 2017, we:

Continue to invest heavily behind our
Powerbrands, particularly in Health and Hygiene,
to increase penetration and distribution

Invested 13.4% (base business) of
Net Revenue in brand equity-building
initiatives

Continue to develop innovative solutions,
which target under-served consumer needs

Continued to work on penetration
improvement programmes. For example,
we worked with seven dishwasher
manufacturers globally to drive further
dishwasher penetration in this
underdeveloped category
Launched many consumer-centric
innovations aimed at making our
consumers’ lives healthier and happier

For example, we developed a protective
ecosystem against air pollution,
including masks, under the new brand
name, SiTi Shield
Achieved a flat like-for-like (LFL) Net
Revenue performance with broadbased, mid-single digit growth rates
in health, offset by the impact of a
cyber attack and continued impact
from Scholl/Amopé. The underlying
performance of our consumer health
business remains strong

Virtuous earnings model
In 2017, we said we would:
Target LFL Net Revenue growth of 3% and
moderate Operating Margin expansion in the
medium term
Maintain a high Gross Margin by focusing on
higher-margin brands and optimising our cost
of goods sold, an ongoing process we call
Project Fuel
Focus our Brand Equity Investment (BEI) on
consumer education and penetration
programmes, to build long-term brand equity
Invest appropriately in fixed costs (our people
capabilities and infrastructure) while keeping our
organisation lean

In 2017, we:
Delivered flat LFL Net Revenue growth,
as a result of challenging market
conditions, the effect of the Korea
Humidifier Sanitizer (HS) issue, the
Scholl/Amopé innovation and the cyber
attack
Achieved a stable Adjusted Gross
Margin of 61.1% (-10bps) in a difficult
pricing environment, and with
commodity cost headwinds
Invested 13.4% (base business) of Net
Revenue in BEI

Maintained tight control over fixed costs
in our base business, which reduced by
30bps to 19.5% of Net Revenue. This
was in part helped by reduced annual
bonus incentives following a tough year
Grew Adjusted Operating Margin by
30bps on the base business to 28.1%.
The consolidation of the lower-margin
MJN business for six and a half months
in 2017 caused the Adjusted Group
Operating Margin to decline by -70bps
to 27.1%
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We will...

Accelerating our online growth

RB’s dedicated e-business unit aims to drive
incremental growth for the Group. It had an
excellent year with strong growth. In addition,
the unit successfully developed its cross-border
business into China, supported by an
e-distributor network.

Our priorities for 2018 are to:
Prioritise management and financial resource
towards our Powermarkets, with a particular
focus on China and the US, as these are key
IFCN markets
Expect channel fragmentation to continue, as
technology enables more consumers to access
our products in new ways, and aim to deliver
innovative solutions to our consumers, in
whichever channel they choose to shop

Increasing penetration for Mucinex in
the US

In 2017, our consumer education programme
supporting Mucinex was highly successful,
driving strong demand. Mucinex offers relief
for 12 hours, giving it a real advantage over
competing four-hour products. With only one
dose to take rather than three over 12 hours,
Mucinex is better value for consumers and they
are less likely to forget to take a dose.

Our priorities for 2018 are to:
Continue to develop innovative solutions,
which target under-served consumer needs
Prioritise investment towards the respective
Powerbrands of our new, focused and
accountable business units of Health and
Hygiene Home

Virtuous earnings model

The virtuous earnings model starts at Gross
Margin, which gives us the room to fund
investment in Fixed Costs and BEI, so we
drive Net Revenue and Operating Margin.
Our unique performance-led culture pushes
us to continually do better.

Our priorities for 2018 are to:
Target total Net Revenue growth (at constant
rates) of +13-14%, implying LFL growth of +2-3%
Focus on maintaining a high Gross Margin
through accretive product mix, Project Fuel
and Gross Margin accretive innovation

Gross
Margin

Continue to invest heavily behind the long-term
strength of our brands, at an appropriate return
on investment, whilst seeking to drive efficiencies

Net
Revenue

UNIQUE
CULTURE

BEI

Fixed Cost

Operating
Margin

Maintain tight fixed cost discipline, and invest
behind our new platform for growth and
outperformance – RB 2.0
Target moderate margin expansion in the medium
term, while recognising that specific in-year
factors may enhance or dilute margins
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bettersociety
in action
01

We said...

02

We delivered...

Delivering our purpose
In 2017, we said we would:
Continue our brands’ existing educational
programmes, to improve health and hygiene
behaviour
Develop our networks, to scale our health and
hygiene programmes globally

In 2017, we:
Exceeded our 2020 target of reaching
400 million people with health and
hygiene messaging, by reaching a total
of 568 million, through programmes
linked to brands such as Durex, Mortein
and Dettol

Expanded our Dettol Banega Swachh
health and hygiene programme from
India into Sri Lanka and Bangladesh

Partnered with Save the Children for
the 14 th consecutive year, bringing RB's
overall investment total to £35 million

Piloted a methodology to measure
the impact of our health and hygiene
programmes, as well as their reach

Expanded our Mortein anti-mosquito
programme from Brazil into other
countries

Launched the Hoga Saaf Pakistan
initiative

Human rights
In 2017, we said we would:
Deliver further improvements to our human
rights due diligence and remediation processes

In 2017, we:
Increased the scale of our audit
programme, conducting 139 audits.
Particular focus was given to 3rd party
manufacturers in South & North Asia,
Africa and the Middle East

Held supplier capability building
workshops in India and Dubai, to build
supplier awareness and understanding
of our expectations and how to address
specific regional challenges
Launched interactive human rights
training for all management employees,
reaching 11,873 people so far
Published our first Modern Slavery
statement, which can be found on our
website, www.rb.com

Product stewardship
In 2017, we said we would:
Complete our review of our Restricted Substances
List (RSL), which is a list of ingredients that
RB has banned or restricted from our global
product portfolio
Continue to increase ingredient transparency

In 2017, we:
Recruited specialists in the UK and India,
adding significantly to our consumer
safety talent and capability
Completed reviews on over 70% of the
circa 8,900 formulations used across RB,
by the year end
Remediated various RSL compliance
issues that included the cessation of
some formulations, agreement of dates
to phase out formulations, adjustment
of formulations and revision of
packaging labelling

Introduced new processes and
associated training, to ensure safety
reviews are performed for all new or
changed products
Performed an external audit of our
consumer safety systems and processes
with action plans in place to address
areas to strengthen further
Continued to reduce, refine and replace
testing in order to improve animal
welfare in line with our global policy
Sponsored a GC3 Preservative Challenge
Competition to find novel, safe and
effective preservatives

Product innovation
In 2017, we said we would:
Continue to increase revenue from more
sustainable products

In 2017, we:
Increased revenue from more
sustainable products from 13.2% of
Net Revenue in 2016 to 19.4% in 2017

Introduced more sustainable products,
such as Durex's packaging now being
made solely from the Forest Stewardship
Council (FSC) or the Programme for the
Endorsement of Forest Certification
(PEFC) certified cartonboard
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Hoga Saaf Pakistan

Consistent with RB’s vision of a world where
people are healthier and live better, RB Pakistan
launched the ‘Hoga Saaf Pakistan’ or Clean
Pakistan initiative in 2017.
The programme aims to create a healthier,
cleaner Pakistan and addresses the loss of life
caused there by diarrhoea. Every year 53,000
children in Pakistan die because of diarrhoea.
Together with our local partners in Pakistan,
RB is improving the unclean and unhygienic
conditions that cause diarrhoea.
Our programme focuses on improving health
education, basic hygiene practices and hygiene/
sanitation infrastructure in Pakistan.

We will...
Our priorities for 2018 are to:
Continue our health and hygiene programmes
and extend them to nutrition, following the
acquisition of MJN
Develop a new target for brand programme reach
having achieved our 400 million goal two years
early
Look to scale our methodology for measuring the
impact of our programmes

Dubai

RB co-sponsored an AIM-Progress supplier
workshop in Dubai focused on the challenges
associated with recruiting and managing migrant
labour. Speakers from FSI Worldwide and Vérité
provided our suppliers with an overview of the
complexity of the challenges faced within the
region, the systemic issues associated with
implementing anti-forced labour standards and
examples of best management practices
supported by local supplier testimonials.

Our priorities for 2018 are to:
Increase the scope and scale of our audit
programme to include raw and packaging
material suppliers
Enhance supplier grievance mechanisms
Identify a strategic human rights partnership to
enhance the effectiveness and strategic direction
of our human rights programme

Jontex

RB acquired three new sexual wellbeing brands
in Brazil: Jontex, Olla and Lovetex. A decision
was taken to replace ingredients relating to
fragrance and lubrication that were not
compliant with our global RSL, with safer
alternatives, demonstrating ongoing
commitment to continually improving
our product portfolio.

Our priorities for 2018 are to:
Complete the review of the remaining
formulations in our product portfolio
Advance our ingredient management strategy
through an updated RSL and how we roll out
ingredient transparency across our global product
portfolio
Make progress towards our goal of having 100%
ingredient transparency
Continue working towards publication of the RSL
by 2020

Our priorities for 2018 are to:
Continue to make our products more sustainable
and drive further increases in revenue from more
sustainable products
Review ways to increase the sustainability of
packaging, as a key area of focus
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betterenvironment
in action
01

02

We said...

We delivered...

Greenhouse gas
(GHG) emissions

In 2017, we:

In 2017, we said we would:
Look for further opportunities to reduce GHG
emissions across our manufacturing sites

Since 2012 we have reduced our GHG
emissions by 31% in pursuit of our 2020
goal of a 40% reduction
Reduced our carbon footprint per dose,
currently 2% lower than the 2012
baseline

Increased our on-site renewable energy
generation, for example by investing in
thermal solar energy to heat water at
our Mira site in Italy
Continued to focus on energy efficiency
in our operations

Signed first Power Purchase Agreement
(PPA) for Mysore plant in India, where
100% renewable electricity is now
supplied

Water
In 2017, we said we would:

In 2017, we:

Work across our value chain to further explore
opportunities to reduce the water impact of
our products

Further reduced our water use per unit of
production, by investing in water efficiency
in our operations

Identify ways to reduce, reuse and recycle water
in our manufacturing sites, and invest in waste
water treatment facilities and monitoring systems

Achieved zero water discharge at three
sites, meaning all the water they use is
recycled or put back into the production
process
Upgraded waste water discharge facilities
at our Indonesia, India and Bahrain plants,
with improvements and modifications
made at other facilities

Further reduced our water impact per dose:
8% decrease since 2012. This remains a
challenge as the biggest impact is at the
point of consumer use. To tackle this, we
are making products with a lower footprint
at point of use, such as foam or liquid
soaps, and working with third parties to
produce more water-efficient appliances
Assessed water scarcity across our locations
and invested to increase water
replenishment

Waste
In 2017, we said we would:
Continue to drive towards zero waste to landfill,
with an emphasis on finding new ways to reuse
and recycle waste

In 2017, we:
Achieved zero waste to landfill for all
RB sites
Further reduced our manufacturing
waste per unit of production, putting
us on track for our 2020 target of a
30% reduction

Improved recycling and reuse of waste,
for example at our Shangma plant in
China, where installation of more
efficient waste processing machinery
has led to significant waste reductions

Responsible sourcing
In 2017, we said we would:
Further develop our palm oil programme, focusing
on increasing traceability within our supply chain
and the implementation of transformation
programmes
Increased human rights due diligence in our palm
oil supply chains

In 2017, we:
Increased palm oil traceability back
to the mill (excluding India) to 88%
excluding surfactants
For India: Increased palm oil traceability
back to the port of origin from 55%
in 2016 to 90% in 2017, excluding
surfactants.

Worked with The Forest Trust (TFT)
to map our palm oil supply chain
Completed a labour risks mapping
project in our Indonesian supply chain
and carried out focused human rights
training and engagement with selected
processors
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In 2017, our GHG emissions from
our entire operations, including
manufacturing, R&D, offices and
distribution centres, were made up of:
• Scope 1: 63,726 tCO2e (2016:
66,247) – emissions from
combustion of fuel in our facilities
• Scope 2: 164,040 tCO2e (2016:
202,798) – emissions from energy
supplied to us, such as electricity,
heat, steam or cooling

Total GHG emissions from Scope 1
and Scope 2 emissions in 2017 were
227,766 tCO2e (2016: 269,045).
We calculate our emissions intensity
per unit of production, which equated
to 0.00278 tCO2e in 2017 (2016:
0.00313 tCO2e).
See our Detailed Sustainability Report
2017 at RB.com

Note: Our GHG data includes all emissions from operations covered by the Group Financial
Statements for which we have operational control. We include emissions for businesses we acquire
in the first full calendar year of our ownership. We calculated CO2e emissions using internationally
recognised methodologies, for example, the Greenhouse Gas Protocol (as outlined in our Reporting
Criteria) and follow dual reporting requirements in line with the GHG Protocol Scope 2 Guidance.
Our GHG emissions reported above follow the market based methodology. Following a location
based approach, our Scope 2 emissions for 2017 are 213,966 t of CO2e.

We will...
Our priorities for 2018 are to:
Look for further opportunities to reduce
GHG emissions across our sites, in particular
by increasing our use of renewable energy
and through further energy efficiency
Sign up to RE100, a global initiative bringing
together companies who are committed to
using 100% renewable energy
Evaluate and revise new GHG emissions targets,
including MJN

Our priorities for 2018 are to:

Reuse of treated water in processes

RB’s plant in Hosur, India set itself the goal
of becoming a Zero Discharge Plant. Doing
so not only decreases the levels of waste
water generated, it also reduces the amount
of water being withdrawn – an important
consideration in a water-scarce region.

Further enhance the water efficiency of
our operations
Review where we have material water impacts,
in light of the MJN acquisition, and determine
the actions we can take to significantly influence
water impacts across the product life cycle

Following engineering and infrastructure
modifications, treated waste water can now be
mixed with raw water within the manufacturing
process. This has led to water savings
averaging over 600,000 litres each month.

Waste reduction through
machinery investment

RB’s Shangma plant in China identified an
opportunity to reduce their waste volumes
by installing more efficient plant machinery.
A new sludge pressing machine meant that
approximately 60% of the water content
could be pressed from their waste water

Human rights monitoring
and partnership

We supported a programme with TFT to
build a constructive working relationship
with a large palm oil mill. Consultations with
employees and subcontracted workers led
to an action plan being agreed to remedy
issues arising – most of which had been
closed out by the end of the year.

treatment plant’s sludge residues – a 10%
improvement over the previous equipment.
This has led to a reduction of over 100
tonnes of sludge being disposed of each
year and a 6% reduction in the site's
today waste.

As part of a broader study, a survey of all
our palm oil suppliers was initiated with
Impact Consulting, providing a better
insight into the systems in place across our
upstream supply chains to manage human
rights risks. The research will support further
engagement with suppliers, refineries and
mills around human rights.

Our priorities for 2018 are to:
Achieve zero waste to landfill for sites acquired
through MJN
Further reduce waste and increase the reuse and
recycling of waste
Mobilise RB's Plastics Task Force to define
programmes, targets and goals to reduce,
reuse and recycle plastic across our portfolio

Our priorities for 2018 are to:
Further increase the scope and effectiveness of
our responsible sourcing programme, in areas
such as palm oil and latex
Integrate MJN into our responsible raw materials
sourcing programme and ensure compliance
programmes are in place for high risk materials.
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ENA
Net Revenue

£6,691m
2016:
LFL growth:
Actual growth:

£6,410m
-2%
+4%

Adjusted Operating Profit

£2,040m
% of Net Revenue

58%

Total Net Revenue was £6,691
million, with like-for-life (LFL)
decline of -2%. North America had
a flat LFL performance. Mucinex
delivered a strong performance,
driven by recent innovations of Fast
Max Clear and Cool and targeted
consumer education surrounding
the benefits of 12-hour relief. Lysol
saw robust growth, following
a very strong Q4, driven by
the launch of our new laundry
sanitizer and Wave ITB (in toilet
bowl) innovations. Finish also
had a strong year, aided by the
launch of our latest generation
Finish Quantum tablets. Air Wick
was negatively impacted by both
challenging category growth and
competitive market conditions.
Scholl/Amopé was also weak due
to the Wet & Dry Pedi innovation.

Russia had a strong finish to the
year with double-digit LFL growth.
Durex delivered an excellent
performance following improved
distribution and launch of our
new emoji campaign, aimed at
turning the awkward moments
of introducing condoms to fun
moments. Nurofen and Strepsils
had strong performance, and
Finish benefited from penetration
improvement programmes.
Russia remains a volatile market
and current growth rates
may not be sustainable.

2016 (restated)1:
Total growth:
1

£1,962m
-2% at constant
+4% at actual

Restated for the reallocation of
centrally incurred costs following the
disposal of RB Food.

The rest of ENA had a tough
year, with a LFL decline of -3%,
impacted by the combination
of weakness in Scholl, supply
challenges associated with the
cyber attack in June and pricing
pressures. Despite these issues, a
number of brands displayed good,
innovation-led, growth – including
Strepsils, Veet (with the new
precision trimmer), Finish and Air
Wick (with the launch of VIPoo).
Adjusted Operating Profit was
£2,040 million, a decline of
-2% (constant), and in line with
the decline in Net Revenue; the
Adjusted Operating Margin
decreased -10bps to 30.5%, due
to pricing pressures, negative
product mix and unfavourable
operational leverage.

Q4 total Net Revenue was £1,809
million, a LFL increase of +1%.
Within North America (+2% LFL)
Mucinex and Lysol delivered a
strong performance, as did Finish
behind the launch of the new
generation of Quantum tablets.
Russia was very strong, both
lapping a weak comparative and
delivering a strong in-market
performance, helping the rest
of ENA return to growth.
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DvM
Net Revenue

£3,266m
2016:
LFL growth:
Actual growth:

£3,070m
+3%
+6%

Adjusted Operating Profit

£753m
% of Net Revenue

28%

Total Net Revenue was £3,266
million, with LFL growth of +3%.
This was a soft result, well below
our medium-term expectations
of these markets as a whole,
which exhibit rising middle class
incomes and the increasing ability
of consumers to afford products
in the categories in which we
operate. Growth was negatively
impacted in the first half by
known issues in South Korea
and had an annual impact on
the area’s growth rate of around
-1.5%. In addition, geopolitical
issues in the Middle East saw
this region decline substantially
during the year, and particularly
in H2. Brazil experienced
challenging market conditions.

There were also successes. China
delivered strong double-digit
growth. This was led by our
Powerbrand, Durex, and supported
well by Dettol, Veet, Move Free
and the recent launch of our
new Finish dishwashing tablets,
specifically designed for compact
(table-top) dishwashers. Online
sales in China now represent
50% of total turnover. India saw
a strong underlying performance,
having been disrupted during
the year by the introduction of
Goods and Services Tax (GST),
exacerbated by cyber attack issues.

2016 (restated)1:
Total growth:
1

£674m
+6% at constant
+12% at actual

Restated for the reallocation of
centrally incurred costs following the
disposal of RB Food.

These disruptions are now
behind us and the Q4 growth
rate – both in terms of Net
Revenue growth and underlying
in-market sales – was strong.
South Africa and Turkey also had
strong performances in 2017.
Adjusted Operating Profit was
£753 million, an increase of +6%
constant. The Adjusted Operating
Margin was +110bps higher at
23.1%, with some Gross Margin
decline more than offset by
reductions in Selling, General and
Administrative (SG&A) costs.

Q4 total Net Revenue was £771
million, with LFL growth of +3%.
Trends seen throughout the year
continued in the final quarter.
Strong growth in India and
China was offset by weakness
in the Middle East and Brazil.
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IFCN
Net Revenue

£1,555m
Adjusted Operating Profit

% of Net Revenue

14%

Highlights 2017
Reported Net Revenue was
£1,555 million, relating to the
period from the acquisition date
of 15 June 2017 through to
year end. In Q4, reported Net
Revenue was £709 million.
Adjusted Gross Profit for the
period, which excludes the
cost of sales adjusting items
as per Note 3 to the Financial
Statements, was £959 million.
Adjusted Operating Profit for
the period was £329 million,
resulting in a reported Adjusted
Operating Margin of 21.2%.
On 15 June 2017, RB completed
the acquisition of Mead Johnson
Nutrition (MJN) and it has been
consolidated into RB’s Group
results since that date. In order to
facilitate an understanding of the
trends in the MJN business, we
have included Net Revenue and
Adjusted Operating Profit of MJN
on a pro-forma basis (see page

39 for definition), consistent with
the presentation of the Group’s
other operating segments.
MJN Net Revenue declined by
-1% in 2017, with a weak start to
the year more than offsetting the
return to growth in H2 (+2%) and a
strong finish to the year (Q4: +3%).
Asia saw Net Revenue growth
in H2 at +4% with a strong
performance in Greater China,
offset by declines in South Asian
markets. The macro trends in
China, which we saw during H1,
continued as expected. Specialist
retail and e-commerce channels
saw strong growth, together with
premiumisation into imported
brands. Offline cross-border
sales between Hong Kong and
China declined, as did locally
manufactured products within
the Enfa range. Market growth
in China is buoyant, benefiting
from both premiumisation and
modest volume growth from the
relaxation of the one-child policy.

£329m

ENA, which predominantly
covers the US, declined by
-3% in 2017. We have taken
steps to address market share
loss, through improved focus
on innovation, on consumer
education and strengthening the
new mums programme. We saw
early progress with a flat market
share performance, sequentially,
over the last three months.

Advertising and promotion costs
increased due to additional
investment behind brands,
especially in China and the US.
Fixed costs also increased as a
proportion of Net Revenue, largely
as a result of negative operational
leverage. Cost synergies of US$25
million were achieved in H2,
helping to drive the improving
trend in operating margin.

LATAM grew +2% for the year,
including a stronger finish to the
year with +6% in Q4. Growth
was led by Mexico, following the
launch of a new Enfamil product
containing DHA and MFGM.

Basis of preparation of MJN’s
pro-forma results
The summary pro-forma financial
information for MJN is presented,
using RB Group accounting
policies, to show the Net Revenue
and Adjusted Operating Profit as
if the acquisition had completed
on 1 January 2016. This allows
a comparison between the
full-year 2016 and 2017 results.
Constant exchange rates are
calculated and presented in
accordance with the methodology
used for the rest of the Group,
as described on page 39.

Adjusted Operating Profit margin
for MJN (at actual rates) fell by
-390bps to 20.7% (H1: -500bps,
H2: -270bps). The decline was
driven by a decrease in Adjusted
Gross Margin due to increased
commodity input costs, especially
for full fat milk powder, pricing
corrections taken in a number
of markets and adverse mix.
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Health
Net Revenue

£5,090m
2016:
LFL growth:
Actual growth:

£3,332m
Flat
+53%

Market position
Gaviscon is the leading
gastro-intestinal brand
in Europe
Durex is No.1 worldwide in
condoms for both safe and
more pleasurable sex
Strepsils is No.1 worldwide in
medicated sore throat
Mucinex is the No.1 cough
brand in North America
Scholl/Amopé is No.1
worldwide in footcare
Nurofen is No.2 worldwide
in analgesics

Image TBC

Highlights 2017

2017 total Net Revenue was £5,090 million,
with a flat LFL performance for the year. The
performance of this category was significantly
impacted in 2017 by both the failure of the
Scholl/Amopé Wet & Dry Pedi innovation
following an extremely successful initial
product offering (the Velvet Smooth Express
Pedi), and the cyber attack in June. The
underlying Health performance however was
robust with growth excluding Scholl/Amopé, in
the middle of the +4-6% long-term category
growth rates.

Growth was broad-based across
the portfolio, with Mucinex and
Durex as the top performers,
driven by successful innovations of
Durex Air and Mucinex Clear and
Cool. In addition, the local sexual
wellbeing brands acquired in
Brazil of Jontex, Olla and Lovetex
benefited from improved in-market
execution. Our first full year of
ownership of the acquired BristolMyers Squibb (BMS) brands in Latin
America enabled us to leverage the
innovation pipeline of our global
Nurofen brand, with the launch
of Tempra Fen (equivalent to
Nurofen for Children) and Tempra
Forte in Mexico during the year.
Q4 total Net Revenue was £1,704
million, with LFL growth of +5%.
We saw strong innovation-led
growth in Durex, Nurofen,
Mucinex and Strepsils. Scholl/
Amopé remained weak.

We believe we are well positioned
to outperform long-term category
growth within consumer health,
led by our market-leading,
trusted brands, strong consumercentric innovation pipeline and
significant investment behind
medical professional and consumer
education programmes. The
acquisition of MJN during 2017
has enabled us to enter a new
category of Infant and Child
Nutrition (IFCN) giving us critical
mass in consumer health. The
creation of a new Health business
unit from Q1 2018 will enable
even greater focus as we continue
our journey as a global leader
in consumer health. IFCN forms
part of the Health category.
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Hygiene
Market position
RB is leading worldwide
in lavatory care with Lysol
in North America and
Harpic across Europe and
Developing Markets
Dettol is No.1 worldwide in
antiseptic personal care
Finish is No.1 worldwide in
automatic dishwashing
No.2 worldwide in pest
control with the Powerbrand
Mortein, the Group's
international brand

Net Revenue

£4,313m
2016:
LFL growth:
Actual growth:

£4,066m
+1%
+6%

Veet is No.1 worldwide in
depilatory products

Highlights 2017
Total Net Revenue was £4,313
million, with LFL growth of
+1%. Growth was broad-based,
although at more subdued
rates in 2017. Dettol growth
was negatively impacted by the
slowdown in the Middle East,
and disruption in India during the
year. We saw strong growth in a
number of other emerging markets
as we continue to innovate (for
example, the launch of SiTi Shield
– powered by Dettol – a protective
ecosystem against pollution), and
undertake penetration-building

initiatives. Finish had a strong
year, particularly in the US with
the (launch of latest generation
Quantum tablets) and China the
(launch of All-in-1 compact tablets,
specifically designed for table-top
dishwashers). Harpic performed
well as we continue to innovate
and build penetration in emerging
markets, and Veet saw continued
success with its precision trimmer
rolling out in more markets. Our
pest care brands had a weak
year, including Brazil with tough,
Zika-related comparatives.

Q4 delivered a slight improvement
in growth with +2% LFL. Strong
performances from Lysol (the
launch of our best-ever disinfecting
wipes), Finish and Harpic were
offset by weakness in pest care
and a slowdown in Veet as we lap
the successful launch of the
precision trimmer.
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Home
Market position
Vanish is No.1 worldwide in
fabric treatment
Calgon is No.1 worldwide in
water softeners
Air Wick is No.2 worldwide in
air care

Net Revenue

£1,860m
2016:
LFL growth:
Actual growth:

£1,828m
-3%
+2%

Highlights 2017
Total Net Revenue was £1,860
million with a LFL decline of -3%.
Air Wick remained challenging
primarily in the US, where we
continued to see increased
competitive pressure. Our Essential
Mist test launch in France has
proven successful and we are now
rolling this out to all markets in Q1
2018. VIPoo is doing well across
several markets and in the US
retailers are now expanding
distribution after the early success.
Vanish had a tough year, partially
impacted by retailer de-listings in
South Korea, impacting H1. We
saw increased competitive pressure
in Brazil.
Q4 saw a decline of -3% on a LFL
basis. Air Wick delivered strong
growth in the UK and a number
of European markets behind the
roll-out of Essential Mist and VIPoo
following a successful test launch
in Belgium. Vanish remained
challenging, particularly in Brazil.

Portfolio (excluding Food)
Net Revenue

£249m
2016 (restated)
LFL growth:
Actual growth:

£254m
-9%
-2%

Highlights 2017
2017 total Net Revenue was £249
million, with a LFL decline of -9%
versus the prior year. Performance
was negatively impacted by
South Korea earlier in the year.
With the disposal of the Food
business, Portfolio brands is a
small part of our business (<2%
on a pro-forma basis) and consists
mainly of laundry detergents,
fabric softeners and ironing aids.

Q4 declined by 15% with a
stable performance from laundry
detergents but weakness in fabric
softeners and ironing aids.
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Megatrends

Powerful trends are shaping our
strategy, as consumers, society
and other stakeholders demand
different things from us.

The consumer landscape is
changing
We are living longer
Life expectancy is rising around
the world and the population
aged 60 or over is growing faster
than all younger age groups, at
about 3% per annum. This means
the number of people aged over
60 is expected to increase from
900 million in 2015 to 1.4 billion
in 2030 and 2.1 billion by 2050.
Ageing populations put evergreater demands on healthcare
services and motivate people
to find new ways to promote
wellbeing and wellness.

Our incomes are rising
The global middle class currently
numbers around 3.2 billion people.
By 2022, this could surpass 4.2
billion – more than half the world’s
population – with the growth
coming from developing markets.
This means people will have
more money after meeting their
essential needs, spurring demand
for health and hygiene products.
Infrastructure improvements,
such as new sanitation systems,
will further increase demand.
We are more proactive about
health
Living longer does not
automatically mean we will live
better. Longer lives and rising
incomes are therefore encouraging
more of us to look after ourselves
and prevent health issues
before they occur, for example,
through better hygiene and
healthier home environments.
We believe that self-care is the
new frontier of healthcare.

Our lives are busier
The pace of modern life means
many people feel busier than ever.
This encourages consumers to use
easily accessible over-the-counter
health products, rather than wait
for a doctor’s appointment, to
seek out the most effective
hygiene product, and to look for
personal grooming and beauty
treatments they can use at home.
We are always connected
Consumers are making evergreater use of online resources and
e-commerce to manage lifestyles
and healthcare. Sites such as
WebMD and Facebook allow us to
learn about health and wellbeing,
interact with brands and exchange
information. Consumers around
the world are increasingly
buying online, giving companies
data about their preferences
that drive tailored offerings
and increase engagement.

RB’s response to the changing
consumer landscape
We create innovative products,
which help consumers to protect
and improve their health and
wellbeing, as they enjoy longer
and more prosperous lives. Our
Powerbrands strategy gives
consumers brands they can
trust to meet these needs.
Our Powermarkets strategy
addresses the countries with the
fastest-growing demand for our
products, while our organisation
strategy helps us to scale our
innovations and get them quickly
to the consumers who need them.
We continue to invest in our
e-business and data capabilities,
to respond to the shift to buying
online. We are also developing
more connected products, such
as our new SiTi Shield pollution
monitor (see page 33).
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Our environment is changing
Healthcare costs are rising
Access to healthcare is a basic
human right. Current systems are
straining due to rising populations,
longer lives and shortages of
healthcare professionals. Scientific
advances offer more solutions for
health needs but at a higher cost.
Society therefore needs more
cost-effective ways to help
consumers protect and manage
their health.
New health risks are emerging
As populations urbanise, pollution
is becoming an increasing risk to
peoples' health. We are also seeing
diseases emerging, such as the
Zika virus, which is spread by
mosquitoes and other pests.
Regulation is changing
Governments are demanding
responsibility and accountability
from all stakeholders, as the
evolving consumer landscape
exposes gaps in regulations
covering areas such as

environmental stewardship,
patient safety and data protection.
Companies must innovate to meet
changing laws and regulations,
adapting their products to exclude
ingredients that may affect
safety or the environment and
reducing their environmental
footprint. This favours forwardthinking companies that
strive for transparency and
continuous improvement.
RB’s response to the changing
environment
Our consumer health products
provide a cost-effective way for
consumers to treat a range of
ailments, relieving pressure on
health services. We continue to
develop innovative responses to
new health threats, such as our
SiTi Shield air pollution range and
our pest control products.

A key part of our organisation
strategy is working to comply with
all laws and regulations, through
our Safety, Quality, Regulatory and
Compliance (SQRC) function.
Stakeholder expectations are
changing
Companies’ licence to operate
now encompasses stakeholder
expectations that go beyond the
letter of the law and regulations.
To be truly sustainable, companies
must continuously improve their
environmental and social
performance.
RB’s response to changing
stakeholder expectations
Our betterRB strategy ensures
we work in the way expected of
us by our stakeholders and society
as a whole.

Companies such as RB can also
help to tackle easily preventable
deaths and illness. For example,
each year around the world there
are more than 1.2 million deaths
caused by germs and pests, such
as the 0.5 million deaths resulting
from malaria. All these deaths can
be prevented.
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Health
The business
Health has a unique and compelling portfolio,
spanning nutrition, health hygiene, health
wellness and health relief.

With this portfolio, Health can improve
people’s health throughout life’s journey, from
a child’s crucial first 1,000 days, through to
advanced old age. The portfolio underpins the
business unit’s mission: to nourish the best start
in life and to empower people to take health
into their own hands.
On a pro-forma basis, Health had
2017 Net Revenue of £6.4 billion,
equating to 60% of Group Net
Revenue. This makes Health a
global leader in consumer health.
The business unit has a strong
position in developed markets,
which provided around half of
its 2017 Net Revenue.

It also has scale and local expertise
in rapidly growing developing
markets across Asia, Africa and
Latin America, and in particular
China. Together, developing
markets provided around half of
Health’s 2017 Net Revenue.
The opportunity
Growth for Health will be shaped
by several powerful trends. First,
consumers are becoming more
proactive about their health.
They are more health literate and
wanting to self-medicate, with a
focus on prevention rather than
cure. The rising cost of healthcare
is also putting health systems
under strain, pushing governments
to encourage consumers to
protect and manage their health
themselves. Health’s consumercentricity and speed to market
are key advantages in this world.

Unlike some of our competitors,
our innovation process begins
with consumer insights rather
than in the laboratory.
Demographic trends are also
important. In developed markets,
ageing populations need solutions
for common problems such as
mobility, pain and nutrition.
In Asia and Africa, growing
numbers of young families
want the best nutrition, family
planning and personal hygiene.
Coupled with rising incomes in
developing markets, this drives
demand for Health’s solutions.
Rising connectivity is also an
important driver of demand for
health products. Consumers
can instantly communicate
with healthcare professionals
and personal health coaches,
and learn more about health
through platforms such as
Facebook, Google and WebMD.
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Core strengths
Nutrition

Supporting
health by

Nourishing the Promoting
best start in life disease
prevention and
good hygiene

Powerbrands Enfamil,
Nutramigen

Other key
brands

Health hygiene

Dettol,
Clearasil, Veet

Enfagrow

Online activity is creating large
and valuable datasets, allowing
companies to identify, track
and respond to emerging
consumer needs. Technology also
increasingly enables consumers
to track data about their bodies
and other factors relevant to their
health, such as air pollution. Health
will benefit from its capabilities in
connected innovation and data.
Ease of access is another key trend
in Health’s market. The pace of
modern life means many people
feel busier than ever, encouraging
them to use over-the-counter
(OTC) health products rather than
wait for a doctor’s appointment.
The ability to buy online, with
same-day delivery, further
encourages this trend. Health’s
products are ideally suited to
these changing buying habits.

Health wellness

Health relief

Supporting
family
planning,
immune
systems and
mobility

Providing
solutions across
analgesics, sore
throats and
gastrointestinal

Durex, Scholl

Gaviscon,
Mucinex,
Nurofen,
Strepsils

MegaRed,
Airborne, Move
Free, Digestive
Advantage

In addition to these growth
drivers, Health is a highly regulated
sector. This puts the onus on
companies to be responsible
and accountable, and requires
them to have the appropriate
regulatory and pharmacovigilance
frameworks, making it more
difficult for new entrants to
come into the market. MJN's
expertise bolsters our already
strong regulatory capabilities.
Conclusion
The creation of Health comes
at an exciting inflection point
in the history of our consumer
health business. Its unique and
compelling portfolio enables
healthier lives from the very
beginning. As a global leader
in consumer health, Health has
a stronger platform, capability
and footprint than ever before,
positioning it to take advantage
of the robust long-term growth
we expect in this market.

Global leader in consumer health
Unique portfolio of market-leading and trusted
brands, which support health throughout
people’s lives
Excellent geographic spread, with particular
strength in fast-growing emerging markets
Consumer centric, focused on ‘mums, not
molecules’
Speed to market – FMCG background makes
Health more agile than a traditional
pharmaceutical company
Best of both, combining
RB’s consumer focus
and performance culture
with MJN’s scientific
strength and understanding
of new mothers

CASE STUDY

Creating a new Health
category for RB
In 2017, we introduced SiTi Shield – a new brand endorsed by
Dettol. Air pollution is a pressing health issue worldwide, with
existing solutions generally limited to masks. SiTi Shield is
designed to protect consumers against out-of-home pollution.
As pollution is generally invisible, SiTi Shield’s smartphoneconnected monitor measures local pollution and warns users
to take action. To protect health, the range also includes
the most sophisticated mask on the market, containing
a micro-vent for improved breathability, as well as
discreet and effective nasal filters. We launched SiTi
Shield in India and China in a very different way,
using our capabilities in digital and e-commerce.
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Hygiene Home
The business
Hygiene Home has an outstanding portfolio
of leading brands. Its seven top brands –
which account for more than 80% of its 2017
Net Revenue – are number one or number
two in their markets.

These exceptional brands support
Hygiene Home’s vision of creating
a cleaner world. The business is passionate
about eliminating dirt, germs, pests and
odours that affect health and happiness.

Hygiene Home has a substantial
presence in developed markets,
with approximately threequarters of its 2017 Net Revenue
in Europe and North America. It
also has a significant opportunity
to accelerate its growth in
developing markets, which
currently provide around onequarter of Net Revenue, including
a strong position in Brazil with
its Veja surface cleaning brand.
The opportunity
Hygiene Home’s markets are
rapidly changing, with powerful
trends creating opportunities
for growth. Consumers are
increasingly using newer channels
where we are well placed
to win, such as e-commerce
and discount retailers.

RB has particular strengths in
e-commerce and we will build
on existing strong relationships
with major platforms such as
Amazon, as well as continuing
to develop sales across borders
and through e-distributors.
Focusing on specific products,
channels and media also confers
an advantage and this targeted
approach has allowed smaller
players to outperform global
competitors in recent years. Our
new organisational structure,
with its sharp focus on the
frontline, will enable us to respond
quickly and effectively to the
needs of local consumers and
to prioritise investments in the
areas of greatest opportunity,
making us a more powerful
competitor in our markets. A
leaner back office will free up
funds to invest in the frontline.
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Creating a cleaner world

No.1 position

No.2 position

Powerbrands

Finish,
Vanish,
Calgon

Lysol,
Air Wick,
Harpic,
Mortein

Other key brands

Veja
No.1 in Brazil

Other
Powerbrands

Cillit Bang,
Woolite

Core strengths

Strong presence in growing
categories, with the ability to
create and capture inflection
points in the market
Portfolio of exceptional brands,
with untapped potential
Leadership in growth channels
such as digital and e-commerce
Capabilities in consumer-led
innovation and a focused and
accountable team to deliver it
Global presence, with scope for
rapid growth in developing markets

Hygiene Home has leading brands
in its categories but there remains
significant untapped potential. For
example, dishwasher penetration
in Europe and North America is
typically only around 50%, giving
scope for substantial further
growth, while penetration in
markets such as China is as low as
1-2%. Our new dedicated business
units will enable us to prioritise and
focus on opportunities to increase
penetration. We will therefore use
our consumer insights, our ability
to innovate and our investment
in brand equity to create and
capture inflection points in our
categories and drive penetration.
At the same time, we will look
to create new growth platforms
in countries, channels and
categories where we do not
currently have a presence. For
example, subscription and other
e-commerce and mobile models
provide an opportunity to
leapfrog in developing markets.

Demographic and societal trends
are also favourable. The global
population is increasing, urbanising
and becoming wealthier, giving
ever more people the disposable
income to spend on their home
and hygiene needs. Infrastructure
improvements in developing
markets, such as new sanitation
systems, will further spur demand.
Conclusion
Hygiene Home has a great
portfolio of brands and the
opportunity to unleash their
full potential, by driving our
frontline culture. Our earnings
model gives us the capacity to
invest in existing and new growth
areas, to drive outperformance
in the medium to long term.

CASE STUDY

Expanding the
dishwashing category
in China
For the last seven years, Finish has worked with dishwasher
manufacturers in China to grow the category. We believe the
market is nearing an inflection point, as consumer spending
grows. Recognising that many Chinese consumers are buying
compact, table-top dishwashers, we have created a completely
new formulation of Finish to suit their specific needs.
This product is designed to dissolve faster, contains
the right balance of bleach and enzymes and has the
right ingredients to tackle China-specific food soil
challenges. We are now developing a unique
go-to-market proposition, to serve Chinese
consumers using digital and e-commerce.
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The RB base business delivered a solid
end to the year with +2% like-for-like
(LFL) Net Revenue growth in Q4,
with +5% growth in Health.

LFL Net Revenue growth

Flat

Total Net Revenue

Adjusted Operating Margin

£11,512m -70bps

Adrian Hennah
Chief Financial Officer

Total Net Revenue was £11,512
million. This was a flat result on
a LFL basis, and was positively
impacted by a weaker Sterling
and net M&A, resulting in total
reported growth at actual rates of
+21%. The devaluation of Sterling
following the UK referendum
in June 2016 had a significant
positive impact on reported results,
particularly in H1, as the majority
of the Group’s revenue and profits
are earned outside of the UK.
The positive foreign exchange on
translation increased Net Revenue
by +6%. The acquisition of MJN
on 15 June 2017 and disposal of
the Food business on 17 August
2017 had a net positive impact on
reported results, increasing Net
Revenue by approximately +15%.
The base business had a flat
year on a LFL basis, negatively
impacted by a number of issues
during the first three quarters of
2017, including the failure of the
Scholl/Amopé Wet & Dry Pedi
innovation and the unforeseen
cyber attack. Growth returned
in Q4 with our performance for
the base business approximately
in line with underlying market
growth of around +2%. MJN
had a stronger finish to the
year, delivering a relatively flat
revenue growth performance for
the year (on a pro-forma basis)
and +2% constant rate growth
under the ownership of RB.
From a geographic growth
perspective, our developed market
area of ENA delivered a LFL
decline for the year of -2% with
North America delivering a flat
performance and the rest of ENA
-3%, driven to a material extent
by both pricing pressure and
declines in Scholl/Amopé across
many markets. Our emerging
market area (DvM) delivered
+3% LFL growth in mixed market
conditions. India and China
continue to be strong, offset by
challenging market conditions
in the Middle East and Brazil.
On a category basis, consumer
health was flat on a LFL basis.
Broad-based growth across the
majority of our Powerbrands was
offset by a significant decline in
Scholl/Amopé due to our Wet
& Dry Express Pedi innovation,
which failed to deliver against our
expectations. Excluding Scholl/
Amopé, the underlying growth
in consumer health for the year
was in the middle of long-term
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category growth rates of +46%. Hygiene brands grew by
+1% LFL for the year, with good
growth in Finish, Harpic and
Lysol impacted by a slowdown
in a number of Dettol’s major
markets such as India, Goods and
Services Tax (GST), cyber impact
and geopolitical issues in the
Middle East. Home care was weak,
although Air Wick had a strong
finish to the year, driven by the
launch of our new Essential Mist
innovation, and early success of our
recently launched VIPoo product.
Adjusted Gross Margin declined
by 10bps to 61.1% (reported
Gross Margin declined by 150bps
down to 59.7%) with the base
business declining by 20bps. The
consolidation of MJN for half a
year contributed a slightly positive
mix effect. The base business
margin decline was driven by the
combination of a tougher pricing
environment in developed markets,
and input cost headwinds, both
of which we expect to continue
in the near term. MJN Adjusted
Gross Margin declined by -210bps
on a pro-forma basis for 2017.
This was driven by a combination
of channel and product mix issues
in Greater China, and higher
input and logistics costs. We
continue to focus on the drivers
of Gross Margin expansion, such
as positive mix from stronger
consumer health growth, Gross
Margin accretive innovations, and
our cost optimisation programme
(Project Fuel). We expect Gross
Margin accretion to be a key driver
of our medium-term, moderate
operating margin expansion target.
Investment behind our brands
(as defined by our Brand Equity
Investment (BEI) metric), was
14.0% of Net Revenue, a +40bps
increase on a Group basis, and
-20bps decline for the base
business. Investment increased
across the majority of our brands,
with this increase offset by reduced
investment behind the Scholl/
Amopé Wet & Dry Pedi. MJN
BEI increased by approximately
+50bps for the year, driven by
higher investments in key markets.
Our fixed cost base was relatively
stable, as we continue with fixed
cost efficiencies. On a Group
basis, costs were up by +10bps,
impacted by a mix effect from the
consolidation of MJN. We have
made good progress on MJN cost
synergies. Synergies achieved in

2017 were approximately US$25
million and we are now expecting
to achieve in the region of US$300
million in annual cost savings
by the end of the third full year
of ownership, an increase over
our original target of US$250
million (£200 million). For 2018,
we expect MJN cost synergies
to slightly exceed the additional
infrastructure costs associated
with our new business units (BUs),
Health and Hygiene Home.
Operating Profit as reported
was £2,737 million, +21% versus
2016 (+14% constant), reflecting
the margin accretion on the base
business, the acquisition of MJN
and a positive translational FX
impact. Operating Profit adjusting
items were a pre-tax charge of
£385 million (2016: £367 million).
These items relate mainly to the
acquisition of MJN. Further details
of adjusting items are set out in
Note 3 to the Financial Statements.
On an adjusted basis, Operating
Profit was ahead +18% (+12%
constant) to £3,122 million. The
Adjusted Operating Margin for
the Group declined -70bps to
27.1%, due to margin expansion
on the base business of +30bps,
more than offset by a negative mix
impact from the acquisition of MJN
(-100bps). MJN Adjusted Operating
Margin declined on a pro-forma
basis by -390bps to 20.7%, driven
by declining Gross Margin from
mix and input costs, increased
BEI, and higher fixed costs. The
margin decline in H2 was -270bps
(versus -500bps in H1) as progress
was made on cost synergies,
operational improvements and
the lapping of reinvestment
in the business in H2 2016.
Continuing Net Income
attributable to owners of the
parent as reported was £3,376
million, an increase of +95%
(+88% constant) versus 2016.
On an adjusted basis, Net Income
was £2,253 million, +10% (+4%
constant). Diluted Earnings
Per Share from continuing
operations of 474.7 pence was
+96% on a reported basis; on
an adjusted basis, the growth
was +10% to 316.9 pence.
Total Reported Net Income
attributable to owners of the
parent was £6,172 million, an
increase of +237% (+230%
constant) versus 2016. This
included exceptional items in
relation to the profit on sale of

31 December
2017
£m

Free cash flow from continuing
operations

31 December
2016
(restated)1
£m

Cash generated from continuing operations
Less: net interest paid
Less: tax paid
Less: purchase of property, plant and
equipment
Less: purchase of intangible assets
Plus: proceeds from the sale of property, plant
and equipment

3,153
(167)
(543)

2,808
(16)
(490)

(286)
(63)

(176)
(214)
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Free cash flow

2,129

1,919

1
2

2

Restated for the impact of discontinued operations. Refer to Note 28 for further details.
Excludes business combinations.

the Food business of £3,024
million, a tax credit relating to
the effect of the US Tax Reform
of £1,421 million, and a charge
of £296 million in respect of
ongoing investigations by the
US Department of Justice (DoJ).
On an adjusted basis, total Net
Income was £2,308 million, +7%
(+1% constant) versus 2016.
Net finance expense
Net finance expense was
£238 million (2016: £16 million)
reflecting the cost of debt
undertaken to finance the
acquisition of MJN. This includes
adjusting items of £65 million
comprising the accelerated
write-off of certain facility fees
(£35 million) and an adjustment to
reclassify finance expense on tax
balances into income tax expense
(£30 million). Refer to Note 3 to
the Financial Statements for
further details of adjusting items.
Tax
The adjusted tax rate was 23%
and in line with our guidance.
The reported tax rate was
-36%. We continue to expect
our adjusted tax rate to be in
the region of 23%. £30 million
of payments to tax authorities
that would previously have been
included within the tax charge
was included within net finance
expense following an International
Financial Reporting Interpretations
Committee (IFRIC) statement
in 2017. We have included this
within adjusted income tax
and the adjusted tax rate.
US Tax Cuts and Jobs Act
The Tax Cuts and Jobs Act (the
Act) in the US was enacted on
22 December 2017. Our analysis
of the Act is ongoing. We have
estimated the economic impact
of this recently enacted legislation
to be broadly as follows:

‘One-off’ impacts:
• A non-cash credit of £1,595
million, principally relating to a
reduction in deferred tax
liabilities in respect of US-held
intangible assets.
• A transitional tax charge and
related movements in uncertain
tax positions, mainly in respect
of MJN undistributed overseas
earnings, of £174 million,
payable over eight years.
The net positive impact of
these one-off items due to the
change in US tax legislation
has been reflected in our 2017
numbers as exceptional items
and excluded from our adjusted
performance measures.
‘Ongoing’ impacts:
The Group will benefit from
the reduction of the US federal
corporate tax rate under the
Act. It will also be impacted by
other provisions eliminating or
reducing some tax deductions
currently available to the Group.
We are currently working through
the detail of these. We are also
seeing a number of other changes
in tax regulations and practice
across the countries in which we
operate. We currently continue
to expect an ongoing adjusted
tax rate of around 23%.
Adjusting items
In 2017, adjusting items includes
£385 million of expenses
recorded in Operating Profit
(2016: £367 million), £65 million
of expenses recorded in net
finance expense (2016: nil), £1,573
million of income recorded in
income tax expense (2016: £42
million income), and £2,741
million of income recorded as
discontinued operations (2016:
nil). Further details of these
items can be found in Note 3
to the Financial Statements.
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Return on capital employed
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2016

Organic
growth, inc. FX

Tax

Discontinued operations
The results of the Food business
are reported as a discontinued
operation. Food Net Income was
£55 million (2016: £103 million)
and the after-tax gain on disposal
was £3,037 million (2016: nil). The
adjusting item in respect of Indivior
PLC of £296 million (2016: nil) is
also reported within discontinued
operations (refer to Note 28 to
the Financial Statements).
Net working capital (NWC)
During the year, inventories
increased to £1,201 million (2016:
£770 million), trade and other
receivables increased to £2,004
million (2016: £1,623 million),
and trade and other payables
increased to £4,629 million (2016:
£3,495 million). These increases
were principally driven by the
acquisition of MJN. There was an
improvement in NWC to minus
£1,424 million (2016: minus £1,102
million). NWC as a percentage
of Net Revenue is -12% (2016:
-12%, restated to exclude Food).
On a pro-forma basis (including
12 months of Net Revenue for
MJN) 2017 NWC as a percentage
of Net Revenue would be -11%.
Cash flow
Cash generated from continuing
operations (excluding interest and
tax) was £3,153 million (2016:
£2,808 million, restated to exclude
RB Food). Net cash generated
from operating activities was
£2,491 million (2016: £2,422
million, restated to exclude RB
Food) after net interest payments
of £167 million (2016: £16
million) and tax payments of
£543 million (2016: £490 million,
restated to exclude Food).
Free cash flow is the amount of
cash generated from operating
activities after capital expenditure
on property, plant and equipment
and intangible assets and any
related disposals. Free cash flow

RB Base

M&A

2017

reflects cash flows that could be
used for payment of dividends,
repayment of debt or to fund
acquisitions or other strategic
objectives. Free cash flow as a
percentage of continuing Adjusted
Net Income was 94% (2016: 93%,
restated for disposal of RB Food).
Net debt
Net debt at the end of the year
was £10,746 million (2016: £1,391
million). This reflected strong
free cash flow generation and
cash inflow from the disposal of
Food, offset by the payment of
dividends totalling £1,145 million
(2016: £1,036 million), net share
purchases of nil (2016: £723
million), net M&A of £11,817
million (2016: £158 million)
and debt acquired of £2,525
million (2016: nil). The Group
regularly reviews its banking
arrangements and currently has
adequate facilities available to it.
Balance Sheet
At the end of 2017, the Group had
total equity of £13,573 million
(2016: £8,426 million), an increase
of 61%. Net debt was £10,746
million (2016: £1,391 million).
This finances non-current assets
of £31,589 million (2016: £14,569
million), of which £1,754 million
(2016: £878 million) is property,
plant and equipment, the
remainder being goodwill, other
intangible assets, deferred tax,
retirement benefit surplus,
available for sale assets and other
receivables. The Group has NWC
of minus £1,424 million (2016:
minus £1,102 million), current
provisions of £517 million (2016:
£251 million) and long-term
liabilities other than borrowings
of £5,349 million (2016: £3,388
million).
The Group continues to focus on
employing capital appropriately,
to drive long-term value creation

for its Shareholders. We continue
to seek to optimise our brand
portfolio and during the year we
sold our French's Food business
and acquired MJN. As a result,
Group ROCE as at 31 December
2017 was 8% using year-end
capital employed (10% on average
capital employed). The acquisition
of MJN is on track to exceed our
weighted average cost of capital
(WACC) by the end of the fifth
year of ownership, as targeted
in our acquisition model and
communicated to Shareholders.
The Group’s financial ratios
remain strong. Return on
Shareholders’ funds (total Net
Income attributable to owners
of the parent divided by total
Shareholders’ funds) was 45.5%
on a reported basis and 17.0%
on an adjusted basis (2016:
21.7% on a reported basis and
25.6% on an adjusted basis).
Dividends
The Board of Directors
recommends a final dividend of
97.7 pence (2016: 95.0 pence),
to give a full-year dividend of
164.3 pence (2016: 153.2 pence).
The dividend, if approved by
Shareholders at the AGM on
3 May 2018, will be paid on
24 May 2018 to Shareholders on
the register at the record date of
13 April 2018. The ex-dividend
date is 12 April 2018. The final
dividend will be accrued once
approved by Shareholders.
Capital returns policy
RB has consistently communicated
its intention to use its strong
cash flow for the benefit of
Shareholders. Our priority remains
to reinvest our financial resources
back into the business, including
through value-adding acquisitions.
The Group has net debt of £10,746
million. It is not possible to be
definitive on future needs, but
we consider that this provides the
Group with appropriate liquidity.
We intend to continue our current
policy of paying an ordinary
dividend equivalent to around
50% of total Adjusted Net Income.
Legal provisions
The Group is involved in litigation,
disputes and investigations in
multiple jurisdictions around the
world. It has made provisions
for such matters, where
appropriate. Where it is too early
to determine the likely outcome

of these matters, or to make a
reliable estimate, the Directors
have made no provision for
such potential liabilities. Further
details can be found in Note 17
to the Financial Statements.
Contingent liabilities
The Group is involved in a
number of civil and/or criminal
investigations by government
authorities as well as litigation
proceedings and has made
provisions for such matters where
appropriate. Where it is too early
to determine the likely outcome
of these matters, or to make a
reliable estimate, the Directors
have made no provision for
such potential liabilities. Further
details can be found in Note 19
to the Financial Statements.
Return on capital employed
(ROCE)
A return-based approach is
firmly embedded into both
organic operational activities
and M&A transactions
undertaken by the Group.
Organic activities
Operational activities which utilise
capital employed are undertaken
with the same rigorous and
returns-based approach, which we
adopt for Brand Equity Investment
and other ‘P&L’ based investments:
• Capital expenditure (capex) – all
proposed capex must be
supported by a relevant
business case. We do not set
rigid capex budgets each year,
but allow the organisation to
invest where and when the
case is strong. We assign a high
priority to projects addressing
safety and quality
opportunities. Capex levels are
on average approximately 2-3%
of Net Revenue.
• NWC – tight management of
inventories, payables and
receivables is always required.
The leadership in every market
in which RB operates is
targeted on NWC performance.
It is typically one of the three
multiplicative metrics which
determine the annual bonus.
NWC is on average
approximately minus 8-9% of
Net Revenue.
Inorganic activities
Our principal focus is on organic
growth. However, there is
an inorganic element to our
strategy focused around both
value-accreting acquisitions, and

Reckitt Benckiser Group plc (RB)

39

Annual Report and Financial Statements 2017

Strategic Report
Governance
Financial Statements

Reporting our performance
The following terms are used to describe RB’s financial performance. These non-GAAP measures are used for both internal
planning and external reporting purposes and for management remuneration. Certain terms are considered to be non-GAAP
measures because they are adjusted from comparable IFRS measures in order to provide additional clarity about the underlying
performance of the business. Other terms, which are not themselves non-GAAP measures, are also defined below.
Non-GAAP measures:
• Like-for-like (LFL) growth on Net Revenue excludes the impact of changes in exchange rates, acquisitions, disposals and discontinued
operations. A reconciliation of LFL to reported Net Revenue growth by operating segment and category is shown on page 40.
• Constant exchange rate adjusts the actual consolidated results such that the foreign currency conversion applied is made using the same
exchange rates as was applied in the prior year.
• Adjusted measures exclude the impact of adjusting items. As described in Note 3, the Group has made two refinements to its accounting
policy in respect of its adjusted earnings measures. Firstly, as a consequence of the acquisition of MJN, adjusting items now include the
amortisation of acquired, finite-life intangible assets (‘other adjusting items’). Secondly, adjusting items now include a reclassification of
finance expenses on tax balances into income tax expense.
• All 'adjusted' measures exclude the impact of adjusting items.
• The table shown on page 40 provides a reconciliation of the Group's reported statutory earnings measures to its adjusted measures for the
year ended 31 December 2017. Descriptions of the adjusting items are included in Note 3 to the Financial Statements.
• Adjusted Earnings Per Share is defined as Adjusted Net Income attributable to owners of the parent divided by the weighted average
number of ordinary shares (see Note 8 to the Financial Statements).
• The adjusted tax rate is defined as the adjusted continuing income tax expense as a percentage of adjusted profit before tax.
• Free cash flow is defined as net cash generated from continuing operating activities less net capital expenditure excluding business combinations.
Other measures and terms:
• Actual exchange rates show the statutory performance and position of the Group, which consolidates the results of foreign currency
transactions at year-end closing rates (Balance Sheet) or annual average rates (Income Statement).
• BEI represents our Brand Equity Investment and is the marketing support designed to capture the voice, mind and heart of our consumers
and is presented as a component of distribution costs within Net Operating Expenditure.
• Project Fuel is our ongoing cost optimisation programme within cost of goods sold (COGS).
• Return on capital employed (ROCE) is defined as Net Adjusted Operating Profit after tax (Note 3 to the Financial Statements) divided by
capital employed, where capital employed is measured as total assets less non-interest bearing current liabilities.
• Total Shareholder Return (TSR) measures the return received by a Shareholder, capturing both the increase in share price and the value of
dividend income (assuming dividends are reinvested).
• RB base business pertains to Group results (as reported) excluding MJN results since acquisition date.
• Pro-forma information for MJN is presented, using RB Group accounting policies, to show the Net Revenue and Adjusted Operating Profit
as if the acquisition had completed on 1 January 2016, as shown on page 41.

non-core/tail brand divestitures.
Decision making with respect
to inorganic opportunities is
taken at a Group level. Our
frontline operations play the
leadership role in building the
case for an acquisition, the due
diligence prior to a transaction
and delivering value once a
transaction takes place.
A transaction may reduce the
Group’s ROCE during the years
immediately following the
transaction. Of key importance,
however, is the generation
of an appropriate cash return
on invested capital within a
reasonable time frame. The
Group deliberately sets no return
thresholds for an acquisition,
as transactions vary in nature,
strategic importance, risk and
size. The Group does, however,
undertake a significant amount
of analysis and due diligence prior
to any transaction to review the
return expected to be generated,
compared to the Group’s weighted
average cost of capital (WACC).

As management is required to
hold a significant personal stake
of RB shares, there is a strong
alignment of interest between
management and Shareholders
in seeking to ensure that
transactions deliver an appropriate
return within an appropriate
time frame. Post-investment
reviews of all transactions are
undertaken on a regular basis
and discussed at a Board level.
Review of RB ROCE
The Group’s ROCE declined
following the acquisitions of BHI
(2006), Adams (2008), SSL (2010)
and Schiff (2012) and then
improved as good returns were
subsequently generated. It was
also negatively impacted in 2013
with the demerger of RBP, as RBP
earned a high return on capital
employed.
RB performed well in 2014. ROCE
performed less well, however,
as reported profit was reduced
by significant foreign exchange
headwinds (-10% negative

translational impact on Group
profits), while capital employed
was less impacted as a significant
part of the Group’s net assets
are denominated in stronger
currencies. In 2015 the Group
ROCE increased following a
year of excellent organic growth
and minimal increase in capital
employed. In 2016, the Group
ROCE decreased as a result of
the increased Sterling value of
the Group’s net assets due to
the significant depreciation in
Sterling from mid-2016. The
Group’s reported ROCE for 2016
has been restated for the disposal
of the Food business, reducing
reported ROCE by 70bps to
14.6% as Food earned a higher
return on capital employed.
In 2017, Group ROCE, before
the impact of M&A, improved
by 130bps to 15.9%, driven
by underlying organic growth
(170bps) offset by a higher tax
rate (40bps). The acquisition of
MJN in the year resulted in the
recognition of goodwill and

intangible assets totalling £17,192
million and only contributed
earnings from the period postacquisition. Consequently, this had
a negative impact on reported
ROCE, reducing it by 830bps. The
returns generated by MJN since
acquisition are fully in line with
our expectations, and we are
on track to meet our weighted
average cost of capital by the end
of the fifth year of ownership, as
targeted in our business model and
communicated to Shareholders
at the time of acquisition,
exceeding WACC by year five.
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Summary of % Net Revenue growth by operating segment
FY 2017
LFL

North America
Rest of ENA
ENA
DvM
IFCN 3
Group

GST1

Net M&A 2

FY 2016

FX

Reported

LFL

Net M&A

FX

Reported

–
-3%
-2%
+3%
N/A

–
–
–
-1%
N/A

–
–
–
+1%
N/A

+5%
+7%
+6%
+4%
N/A

+5%
+4%
+4%
+6%
N/A

–
+1%
+1%
+8%
N/A

–
-1%
-1%
–
N/A

+12%
+9%
+10%
+6%
N/A

+12%
+8%
+10%
+14%
N/A

–

–

+16%

+6%

+21%

+3%

-1%

+9%

+11%

GST1

Net M&A 2

FX

Reported

LFL

Net M&A

FX

Reported

Summary of % Net Revenue growth by category
FY 2017
LFL

Health
Hygiene
Home
Portfolio
Group
1
2
3

FY 2016

–
+1%
-3%
-9%

–
-1%
–
–

+46%
–
–
–

+7%
+5%
+5%
+7%

+53%
+6%
+2%
-2%

+4%
+4%
-1%
–

–
–
-1%
-5%

+9%
+9%
+8%
+11%

+13%
+13%
+7%
+6%

–

–

+16%

+6%

+21%

+3%

-1%

+9%

+11%

Impact of the Goods and Service Tax (GST) implemented by the Indian Government from 1 July 2017.
Reflects the impact of acquisitions and disposals within continuing operations.
IFCN is the Infant and Child Nutrition operating segment (the acquired MJN business).

Reconciliation of the Group's reported statutory earnings measures to its adjusted measures for the year ended 31 December 2017

Year ended 31 December 2017

Reported
£m

Adjusting:
Exceptional
items
£m

Adjusting:
Other
items
£m

Adjusting:
Finance
expense
reclassification
£m

342
35

43
–

–
30

3,122
(173)

30
(30)

2,949
(679)

Adjusted
£m

Operating profit
Net finance expense

2,737
(238)

Profit before income tax
Income tax expense

2,499
894

377
(1,527)

43
(16)

Net income for the year from continuing operations
Less: Attributable to non-controlling interests

3,393
(17)

(1,150)
–

27
–

–
–

2,270
(17)

Net income for the year attributable to owners of the parent (continuing)
Net income for the year from discontinued operations

3,376
2,796

(1,150)
(2,741)

27
–

–
–

2,253
55

Total net income for the year attributable to owners of the parent

6,172

(3,891)

27

–

2,308

Reconciliation of the Group's reported statutory earnings measures to its adjusted measures for the year ended 31 December 2016

Year ended 31 December 2016

Reported
£m

Adjusting:
Exceptional
items
£m

Adjusted
£m

Operating profit
Net finance expense

2,269
(16)

367
–

2,636
(16)

Profit before income tax
Income tax expense

2,253
(520)

367
(42)

2,620
(562)

Net income for the year from continuing operations
Less: Attributable to non-controlling interests

1,733
(4)

325
–

2,058
(4)

Net income for the year attributable to owners of the parent (continuing)
Net income for the year from discontinued operations

1,729
103

325
–

2,054
103

Total net income for the year attributable to owners of the parent

1,832

325

2,157
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Net Revenue and Adjusted Operating Profit of MJN on a pro-forma basis
Full year ended 31 December
2017
(pro-forma)

2016
(pro-forma)

£m

£m

Actual

Asia
North America/Europe (ENA)
Latin America

1,416
941
500

1,371
916
475

+3
+3
+5

–
-3
+2

Total

2,857

2,762

+3

-1

591
20.7%

679
24.6%

-13
-390bps

-16

Total Net Revenue

Operating profit – adjusted
Operating margin – adjusted
1

Constant growth has been calculated in accordance with the methodology used for the rest of the Group.

% change
exchange rates
Constant1
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Our framework for
risk management

The following table provides a summary
review of the principal strategic risks
and uncertainties that are more likely
to affect the Group, as identified
by management and the Board.

RB operates a major risk assessment process
to periodically identify, assess and mitigate
those risks it considers to be most significant
to the successful execution of our strategy.

The following table sets out
the principal strategic risks and
uncertainties facing the Group at
the date of this report. They do
not comprise all of the risks that
the Group may face. Additional
risks and uncertainties not
presently known to management,
or deemed to be less material at
the date of this report, may also
have an effect on the Group.
The Board retains responsibility
for oversight of principal risks
across RB and it considers the
appropriateness of the risk
exposure to its appetite for
risk as laid out in the annual
strategic planning process. The
Board delegates the day-to-day
monitoring of risk to the Executive
Committee (EC) and each principal
risk has an EC owner. Principal
risks are routinely reviewed not
only at EC meetings but also by
the appropriate Board committee
(Audit or CRSEC) or by the Board
itself. The Audit Committee holds
responsibility for oversight of the
principal risk assessment process,
and considering whether it is
appropriate to the needs of the
business and works effectively;
the Audit Committee performs
an annual review of this process.
The principal risk assessment
process is led and facilitated
by the Group Head of Internal
Audit & Risk Management under
the direction of the Group CEO
and CFO. The principal risk
assessment process consists of
the following key elements.

The most senior leaders of our
business dedicate time each year,
in a facilitated discussion with
the Group risk team, to consider
the risk environment for their
particular functional or geographic
area of responsibility and how their
emerging or known risks could
impact on the achievement of
the Group’s strategic objectives.
Similar sessions are held with the
Group’s external advisors and also
with each Board member. The
key content from these sessions
is synthesised into the Group’s
principal risks, with an EC owner
being accountable for overseeing
the execution of the current
control strategy and for preparing
and executing a plan of mitigating
actions to properly manage the
Group’s exposure to an acceptable
level for that risk. Progress is
reviewed periodically and the
summary output from the principal
risk assessment process is formally
submitted annually by the EC to
the Board for its consideration
and agreement. Through the
course of each year, the EC, Board
and Board Committees’ agendas
address each of the principal risks
through specific ‘deep dives’ to
ensure proper focus, resourcing
and progress with mitigation.
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Viability
Statement
The Board conducted a Viability
Review covering a five-year
period. This period was selected
as it is the period covered in the
Group’s long-term forecasting
process, which covers the
introduction to market of the
current new product pipeline.
The five-year Viability Review
first looks at the Group’s ability
to continue in operation if it
performs in line with the Group
forecast. This assumes that normal
market conditions continue
and current trends remain.

Risk management
framework
Compared with a year ago, the
individual risks have evolved as
follows:
• ‘Delivery of RB 2.0’ will provide
greater risk balance for RB in
the medium term, although
there is shorter-term delivery
risk associated. New and
significant risks are also
associated with ‘Mead Johnson
Nutrition (MJN) Integration’.
These two risks are being
managed through an integrated
change management
programme;

Current Group
principal risks

The evaluation takes into account
the Group’s cash flow, historical
Group planning accuracy, available
banking facilities and interest cover
ratios in connection with financial
covenants. The analysis concluded
that if RB performs in line with
forecast it would have sufficient
funds to trade, settle its liabilities
as they fall due, and remain
compliant with financial covenants.
The analysis goes on to consider
the viability of the business should
adverse unexpected events arise.
To illustrate this, a sensitised
view of the Group forecast
was produced. The adverse
assumptions are based primarily
upon the realisation of key Group
principal risks, which have the
most relevant potential impact
on viability (see risks marked
‘*’ on the following pages).

• Strong early progress on the
recently implemented Safety,
Quality, Regulatory and
Compliance (SQRC) governance
structure has driven a reduction
in the exposure for our
consumers to potential ‘Product
Safety’ issues, and of the RB
business to ‘Product Regulatory
Non-Compliance’ risks;
• The ‘South Korea’ risk has
stabilised although significant
risk remains;
• Due to developments during
2017 in the ‘Department of
Justice’ case, this risk is now
actively managed separately
from the ‘Legal NonCompliance’ risk;
• RB also suffered ‘Supply and
Logistics’ shortfalls, which were
exacerbated by a significant
cyber security breach just ahead
of the half-year close, with
resultant customer service
impact. Significant management

The sensitivity assigns each
adverse assumption an estimated
annual monetary value and
estimates the impact on interest
cover ratios and headroom over
available borrowing facilities.
The analysis concludes that
even with the occurrence of key
unexpected scenarios, RB would
still have sufficient funds to
trade, settle its liabilities as they
fall due, and remain compliant
with financial covenants.

consumer confidence, and inability
to retain and recruit quality people.
Such an event could have an
impact on the viability of the
business.

The Board has further considered
the occurrence of a ‘Black Swan’
event: an event with sufficient
potential impact to risk the future
of RB as a strong and independent
business operating in its chosen
markets. The occurrence of a major
issue could result in significant
reputational impact, a catastrophic
share price fall, significant loss of

As a result of the Viability Review,
the Board has a reasonable
expectation that the Group will be
able to continue in operation and
meet its liabilities as they fall due
over the five-year period covered
in the Viability Review.

effort and resources continue to
be applied to reduce these risks
for both the short and longer
terms;
• Continuing below-par trading
performance increases the risk
of ‘Loss of Management’; and
• ‘Reputation’ as a risk has been
removed from the list, as it is
considered that this is most
appropriately managed through
its constituent parts.

Overall, it is considered that
the Group risk management
framework has been further
strengthened during 2017 through
the combination of greater Board
leadership and oversight with
the embedding of the Corporate
Responsibility, Sustainability,
Ethics and Compliance Committee
(CRSEC Committee) together
with the associated executive
management committees; also,
the impact of the Safety, Quality,
Regulatory and Compliance (SQRC)
function, reporting directly to the
Group CEO, and the channelling of
additional resources to strengthen
compliance assurance across the
Group.

As such, the Group risk profile has
slightly increased in aggregate
from a year ago, with three
principal risks (numbers 7, 10 and
12) carrying a higher likelihood
than in the previous year and
one (number 2) carrying a lower
likelihood, per the listing below.
The potential impact assessed
has risen for three risks (again,
numbers 7, 10 and 12) and fallen
for two (2 and 3) based on the
experiences of 2017.

1. RB 2.0 Delivery
2. Product Safety
3. Non-Compliance with
Product Regulations
4. Non-Compliance with GXP
Regulations
5. South Korea
6. Fatality or Major Employee
Safety Incident

As there are a number of
mitigating controls in place across
the business, the occurrence of
a Black Swan event is considered
sufficiently unlikely that it has not
been factored into the sensitivity
analysis.

Exchange rate risk
While the foreign exchange risk is
not considered to be a principal risk
to the Group, the means used to
mitigate this risk are considered in
Note 14 to the Financial Statements.

7.
8.
9.
10.
11.
12.
13.
14.

Supply and Logistics
ERP/IT Systems Failure
Cyber Security
Legal Non-Compliance
Major Tax Disputes
Loss of Management
MJN Integration
Department of Justice
Investigation
BS ‘Black Swan’ Event
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Risk management
framework

Decreased

Increased

No change

New

*Key Group principal risks

Principal risk

1.

RB 2.0 delivery*

Mitigation status

Ongoing 2018 actions

Board sign-off of all material aspects. Audit
Committee routinely updated on progress to
ensure proper risk and control maintained.

Detailed change programme execution plan
and ongoing governance model maintained
and updated by programme team, including:
• Customer go-live across the world – to
approach customers and manage
relationships as two separate business units.
• Legal entity restructuring – completion
in-year of most critical markets.
• Regulatory compliance plan for products
in line with legal entity changes.

Personal leadership of Group Chief Executive
with direct Executive Committee (EC) oversight.

Description
Risk that implementation of the new RB 2.0
category-based organisation and accompanying
ways of working causes short-term issues:
• Heavy change programme.
• Potential loss of key management.
• Focus on operating performance.
• Group control and compliance.

Principal risk

2.

Product safety*

Description
Risk of not having a robust process for
assessment of product safety; this may result in:
• Consumer safety issues.
• Gaps in the completion of our safety
assessment.
• Reputational damage with consumers,
customers or regulators.
• Significant financial losses arising from
supply disruption, product recalls, delayed
launches, penalties, etc.
• Possible criminal liability for Group
companies and RB management.

RB 2.0 overarching project management team
established and working effectively, with robust
governance framework in place. Programme
teams in place for each business unit and
budgets allotted for end-to-end ownership.
Programme Review Board meetings held
monthly and chaired by Group CFO.

Mitigation status

Ongoing 2018 actions

A dedicated vigilance group monitors and
reports as required adverse events and manages
product safety risks.

Ongoing review of Product Safety Evaluation
Records (PSERs) to ensure current availability
for all products.

Safety team has been further strengthened
during 2017.

Systems review to ensure that all product
changes are satisfactorily tracked, controlled
and updated.

Base training for all employees, and advanced
training for relevant employees to fully
understand their role in fulfilling safety, quality
and compliance standards for RB products.
The Compliance Management Committee
(CMC), established in 2016, continues to meet
monthly, chaired by the Group CEO (the Group
CFO since 1 January 2018). The CMC routinely
reviews product safety governance and issues
arising and escalates to the Executive
Committee as necessary.
Quarterly updates of product safety progress
from the CMC to the CRSEC Committee.

Development and integration of a crossfunctional Product Lifecycle Management (PLM)
system (safety, regulatory, pharmacovigilance,
quality, supply, procurement, etc.) to improve
compliance at source and reduce manual
intervention.
Strengthen processes to ensure product release
from factories is contingent on availability of
a PSER.
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Principal risk

3.

 on-compliance with
N
product regulations*

Description
Risk that non-compliance with regulations of
relevant product classifications (e.g. medicinal
products, medical devices, dietary supplements,
food, cosmetics, general products, etc.)
results in:
• Consumer safety issues.
• Reputational damage with consumers,
customers or regulators.
• Significant financial losses arising from
supply disruption, product recalls, delayed
launches, penalties, etc.
• Possible criminal liability for Group
companies and RB management.

Principal risk

4.

 on-compliance with Good
N
Manufacturing Practices
(GXP) regulations*

Description
Risk of non-compliance with applicable
regulations, guidelines, internal standards and/
or registrations across the supply chain and
throughout the product life cycle governing
how we produce and supply products.
Non-compliance results in risk to:
• Consumer – safety and efficacy.
• Business disruption including site or business
closures.
• Possible criminal liability for Group
companies and RB management.

Mitigation status

Ongoing 2018 actions

REGEX programme reviewed compliance of
RB’s medicine marketing authorisations.

Compliance programme for sexual wellbeing
medical devices has commenced as part of
product integrity reviews.

Ongoing Product Vulnerability programme
(review of ingredients, formulations, stability
data, etc. in Health portfolio).
REACH compliance programme to enhance
systems, processes and data to demonstrate
compliance with REACH and other chemical
control legislation.

Improve artwork and label approval process.
PLM system development to replace ageing
system and integrate RB and MJN to enable
compliance management throughout the
product life cycle.

Product Integrity review programme (review
product compliance against registration and/or
regulatory requirements).
Change management process optimisation to
maintain product compliance.
A Compliance Management Committee (CMC)
meets monthly, chaired by the Group CEO (the
Group CFO since 1 January 2018). This
committee routinely reviews product regulatory
governance and updates the Board CRSEC
Committee quarterly.

Mitigation status

Ongoing 2018 actions

The CMC (see principal risk number 2) is now
in place to ensure KPIs are reported from the
top through all levels in the organisation.

Verify compliance with QMS through corporate
quality audits in base businesses and all
supporting functions.

Quarterly updates of quality compliance
progress from the CMC to the CRSEC
Committee.

Implement initial phases of integrated Global
Consumer Relations function and process/
system to ensure appropriate signal detection
by business unit.

Independent audit team established and
externally certified; first full-year programme
executed.

Integrate MJN and RB Quality Management
team, to establish consistent standards globally.

Minimum standards programme in place to
monitor and measure performance.

Establish and report new KPI metrics assessing
compliance risk of QMS elements.

Health business unit compliance regularly
audited by external parties and clear actions
in place.

PLM system development to upgrade system
and integrate RB and MJN to enable compliance
management throughout the product life cycle.

Change management system deployed globally
during 2017 to extend application to Hygiene
Home business unit.
External assessment of Quality Management
System (QMS) and consumer safety completed,
with remediation plans in place.
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Risk management
framework
continued

Principal risk

5.

South Korea

Description
The Humidifier Sanitizer (HS) issue in South
Korea is a tragic event. We continue to make
both public and personal apologies to victims.

Decreased

Increased

No change

New

*Key Group principal risks

Mitigation status

Ongoing 2018 actions

Full public apology formally and repeatedly
made by RB Korea to affected parties.

RB Korea continues to work closely with
government and other stakeholders to
progress settlement with claimants and
to establish a viable ongoing model
for the local operations. See Notes 17
and 19 to the Financial Statements.

Regular review meetings by RB Group, as owner
of RB Korea, to review settlement progress and
other issues as they arise.
Financial modelling performed and updated to
quantify risk and provide for financial exposure.

While an appropriate provision was made at
half year 2016 to cover the one-off costs of
litigation, a compensation programme for
certain victims, as well as some impairment, the
risk of additional exposure remains. See Notes
17 and 19 to the Financial Statements.

Principal risk

6.

F atality or major
employee safety
incident

Description
Risk of work accidents leading to death, injury
or illness on RB premises or premises under
RB supervision, in the case of outsourced
operations, resulting in risks to:
• Loss of life.
• Company reputation – brand and Company
image damage.
• Operational efficiency – factory closures,
significant supply disruption as issues are
identified and rectified.
• Financial performance – loss of sales,
fines and cost of remediation activities.
• Possible criminal liability for Group
Companies and RB senior management.

Mitigation status

Ongoing 2018 actions

Global Safety, Quality, Regulatory and
Compliance (SQRC) structure and regional
leadership.

Continue to embed heightened EH&S culture
through rigorous auditing, ongoing cultural
surveys and training.

Policy and enhanced Employee, Health & Safety
(EH&S) standards in place.
EH&S intensive audit compliance programme
in place, including self-assessment, site visits,
assurance of improvement actions and culture
surveys.
Routine progress reporting to CMC, with
quarterly updates of progress with safety
governance and issues to the CRSEC
Committee.
Ongoing EH&S training and deployment of
driver safety standard programme in 2017.
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Principal risk

7.

Supply and logistics

Description
Risk of product supply interruption resulting
from unplanned disruptions in raw material
supply or forced shutdown.
Loss of competitiveness and profitability from
service level deterioration arising from factory
capacity constraints, warehouse or transport
set-up charges or insufficient change capability
in factory and/or supply services.

Mitigation status

Ongoing 2018 actions

Continued progress in ensuring principal key
single-sourced manufacturing sites (Tier One)
achieve and maintain FM Global certification as
Highly Protected Risk (HPR) sites or otherwise
have fully tested risk mitigation plan.

Extend HPR certification to all ex-MJN
manufacturing locations acquired in 2017.

BCPs in place at other key sites setting out
alternative manufacturing locations, recovery
times, etc.

Revisit all BCPs to ensure robust and functional
documentation and mapping for each
significant factory (e.g. by revenue stream) to
confirm that business continuity arrangements
remain sufficient.

Continuous review of business interruption
insurance policies to ensure adequate cover
is in place with tested and proven product
recall process.
Raw material mono-sourcing risks and actions
monitored on a bi-monthly basis.

Risk that our business continuity plans (BCPs),
including mono-sourcing (materials and
products) do not adequately address all risks
facing the Group, resulting in unforeseen
business disruption.

Tested and proven product recall process.

Principal risk

Mitigation status

Ongoing 2018 actions

Executive Committee strategically committing
to Group-wide SAP roll out.

Execution of RB 2.0, including accelerated roll
out of SAP commercial and factory templates
and upgrading of the commercial functionality
of the newly acquired MJN SAP template.

8.

ERP/IT systems failure

Description
Risk of IT disruption or accounting error, due
to legacy Enterprise Resource Planning (ERP)
and IT systems, impacts business operations in
a number of areas, e.g. through unavailability
of key management information or disruption
to transactional processing.
There is an associated, additional risk that SAP
deployment, to replace the existing legacy ERP,
is delayed due to RB 2.0 project time frames
and integration of MJN into RB.

SAP commercial and factory templates continue
to be rolled out and are now live in five
countries, 11 factories and two hubs, including
recent deployments in Mexico and India, as well
as across the newly acquired MJN estate;
multiple deployment teams remain fully active
in rapid rollout phase.
Disaster recovery plans for key IT systems
defined, regularly reviewed and tested under
new outsource provider platform, providing
improved systems integrity.

Perform disaster recovery test for all Global/
critical SAP systems and associated dependent
systems.
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Risk management
framework
continued

Principal risk

9.

Cyber security*

Description
Risk that RB is subject to increasingly
sophisticated cyber attacks aimed at causing
business disruption, capture of data for financial
gain, and reputational damage.

Decreased

Increased

No change

New

*Key Group principal risks

Mitigation status

Ongoing 2018 actions

Transformation of IS hardware environment
completed with security monitoring of key
systems in place.

Implementation of cyber security
transformation plan and strategy in light of the
learnings from the June 2017 cyber attacks
including:
• 24/7 Cyber Defence Centre.
• Removal of legacy platforms.
• Increased IT security team headcount.
• New cyber response playbooks and
processes.
• Advanced threat protection.
• Continued improvements to system recovery
speed and capability.

Ongoing investment in system patching against
cyber threats.
Continuous cyber testing platform (vulnerability
management) to identify cyber weaknesses as
new threats emerge.
Regular cyber security exercises.

Note: RB was the collateral victim of the June
2017 virus attack via Ukraine, which disabled
virtually all MS-based systems across RB over a
number of days and including over the half-year
end. Whilst a full recovery was made, an
expert-led review of the incident has extracted
extensive learning points to appropriately
minimise impact from future attacks and
mitigate both the immediate as well as the
longer-term risk.

Cyber security awareness training for all staff.

Principal risk

Mitigation status

Ongoing 2018 actions

Group Compliance programme.

Ongoing proactive management of current and
potential litigation.

10.

Legal non-compliance*

Solution in place for privileged access
management.
Global backup platform in place for data and
systems recovery.

Global Compliance Passport online training
completed by all employees.

Description
Risk that we are not fully compliant with
relevant laws and regulation, including
anti-corruption laws and global competition
laws, resulting in damage to RB’s reputation,
significant potential fines and possible criminal
liability for RB senior management (see Notes
17 and 19 to the Financial Statements for
further detail).
Increased risk has arisen from:
• The acquisition and integration of MJN
increasing our exposure with regard to
anti-corruption laws, specifically health
care professional interaction.
• Data privacy exposure is increasing due
to the need to hold Personally Identifiable
Information (PII) and continuing changes
in legislation e.g. General Data Protection
Regulation (GDPR).

Group Whistleblower Hotline operational,
widely communicated and embedded.
Dedicated compliance personnel in each
business unit; supported by internal compliance
liaisons and external local legal experts as and
when required.
SVP General Counsel and Company Secretary
routine attendance at Board meetings.
IFCN division with new policies for interaction
with Health Care Professionals (HCPs) and
process underway to integrate with Health
business unit.
Global Gift Register and enhanced due
diligence checks developed during 2017.
GDPR readiness project underway.

Delivery of GDPR readiness project ahead of
effective date of new regulation in May 2018.
Develop tool for ongoing monitoring to prevent
potential abuse of significant market positions.
Develop and rollout updated online training.
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Principal risk

11.

Major tax disputes

Mitigation status

Ongoing 2018 actions

Governance Review Board monitors and drives
compliance against operating model.

Ongoing proactive management to progress
formal Advanced Pricing Agreements (APAs)
and proactive management of ongoing
tax audits.

Ongoing review and appropriate provisioning
for anticipated exposures.

Description
Risk of significant un-provisioned cash outflows
as a result of tax authority challenge to filed tax
positions (see Note 7 to the Financial
Statements for further detail).

Principal risk

12.

Loss of management

Ongoing monitoring of progress of European
Union State Aid investigations and their possible
impact on RB. Also for Base Erosion and Profit
Shifting (BEPS) initiatives.

Mitigation status

Ongoing 2018 actions

‘People’ discussion is a standard agenda item at
all Executive Committee meetings.

The Group structures its reward programme to
attract and retain the best people. The formal
succession planning process continues to
evolve with plans being reviewed and updated
regularly for all key positions and individuals.

Succession plans for key management positions
are in place.

Description
Risk that RB cannot implement its strategies
and meet objectives as a result of management
leaving the business who cannot be readily
replaced by equally high-calibre experienced/
qualified candidates.
Ahead of RB 2.0 there was a concern that
management turnover could rise.

Retention risk analysis undertaken regularly,
including review of turnover rates.
Continuous review of competitiveness of the
total compensation programmes at RB.
DARE (Develop, Attract, Retain, Engage
talented women) programme continues to be
driven hard; its objective includes the reduction
in drop-off rate of females from manager to
senior management positions.
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Principal risk

13.

 ead Johnson Nutrition
M
(MJN) integration

Description
Risk that integration takes longer than expected
and does not deliver the projected benefits
within expected time frames:
• The integration of MJN into RB continues
to divert management attention from
operating and delivering the expected
results from its core business.
• Existing RB management have limited
experience in running and managing the
risks associated with an Infant and Child
Nutrition (IFCN) business.

Principal risk

14.

 epartment of Justice
D
(DoJ) investigation

Description
Risks deriving from ongoing US DoJ
investigation and related antitrust litigation
relating to legacy pharmaceutical business
include:
• Potential criminal indictment of RB Group
or RB individuals, with reputational impact,
distraction and potential debarment which
could theoretically have wider implications
within the RB business.
• Significant financial liability for RB from
settlement or adverse court decisions in
criminal or civil matters.

Decreased

Increased

No change

New

*Key Group principal risks

Mitigation status

Ongoing 2018 actions

IFCN operated as a separate division through
2017 with a dedicated Executive Leadership
team (80% of which are previous MJN
employees).

Detailed plan of full integration in place and
aligned within RB 2.0 organisation change.

Commercial performance and integration status
progress reviewed monthly by the EC.
Key MJN talent identified and retention
programme in place.
RB has strengthened IFCN commercial rigour
through enhancements to the operating model,
whilst retaining unique strengths of MJN R&D,
Regulatory and Quality functions.

Mitigation status

Ongoing 2018 actions

Ongoing close oversight by top management
and Board, with independent advice from
external counsel.

Continuing effort to engage to reach
reasonable resolution of the investigation.

Ongoing preparation of defences to any
criminal indictment or civil action.
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Principal risk

BS.

‘Black Swan’ event

Description
Risk of significant reputational impact as a
result of a major product safety issue resulting
in very serious adverse impacts to third parties
or the viability of the business, possibly
compounded by apparently negligent
management behaviour.

Mitigation status

Ongoing 2018 actions

A full and robust risk and control framework is
in place and operating effectively across RB.

The adequacy of the risk and control
framework, together with Group policies,
is reviewed annually by the Audit and
CRSEC Committees.

This framework is overseen by the Audit and
CRSEC Committees on behalf of the Board and
is routinely reviewed by an independent Internal
Audit function, which reports directly to the
Audit Committee.

Incremental improvements are made each year
to further strengthen RB’s systems of internal
control and risk management.

Crisis management training programme and
support tools in place.

Extreme adverse press coverage and viral
social media linking the RB name to consumer
brands, leading to catastrophic share price
fall, accompanied by collapse of consumer
confidence and inability to retain and recruit
highly capable employees.

Principal risk

Mitigation status

Ongoing 2018 actions

Routine risks

In order to manage the more numerous and
routine risks, the Group maintains a complete
and robust governance framework. This consists
of a full set of policies, processes and systems
covering all aspects of compliance, with
international and local laws as well as with the
Group’s stated minimum control standards.

The adequacy of the risk and control
framework, together with Group policies, is
reviewed annually by the Audit and CRSEC
Committees.

Description
We are subject to a range of compliance and
routine risks as part of everyday business.

Management provides primary assurance by
driving risk compliance through their respective
business unit, area, regional or functional
responsibility. This is done through regular and
detailed business and governance reviews.
Secondary assurance is provided independently
through a combination of Internal and External
Audit covering all aspects of the Group’s
operations.

The Strategic Report, as set out on pages 1 to 51, has been approved by the Board.
On behalf of the Board
Rupert Bondy
Company Secretary
19 March 2018

A fundamental element of the MJN acquisition
integration process has been to select the
best combination of risk and control policies,
processes and systems to further improve
robustness for the enlarged RB 2.0 business.

