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$668 $1,754 $1,644
212 446 447
(80) (169) (170)
1,896 — —
115 — _
2,143 277 277
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30 12 31 31 30

200800921, 58®20, 36818, 41%¥18, 66®79, 029

2007 2008, 79921, 03820, 02620, 88581, 748

2008009 4,569 4,251 3,730 3,57316,123

2007 20048 298 4,590 4,013 3,73616, 637

2008009 50. 8 51. 6 50. 3 50. 3 50. 8

2007 20083. 2 52.3 51.7 49 . 4 51.6

2008009%3, 275%$2,962%$2,585%$2,47%11, 293
2007 2003, 004 3,194 2,650 2,95011, 798
20080009 73 2,042 28 — 2,143
2007 200875 76 60 66 277

2008009 3,348 5,004 2,613 2,47113, 436

2007 20038, 079 3,270 2,710 3,01612, 075

2008009 $1.01 $0.94 $0.83 $0.80 $3.58
2007 2008.90 0.96 0.80 0.90 3.56
2008009 0.02 0.64 0.01 — 0.68
2007 2008.02 0.02 0.02 0.02 0.08
2008009 1.03 1.58 0.84 0.80 4.26

2007 2008.92 0.98 0. 82 0.92 3.64
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The Procter & Gamble Company 49

Consplidated Sratements of Earalngs

Amnnnts n millises ruorpd per sy amonats; Vesr eaded Jane 3 il peii.} i
NET SALES 570,029 581,748 ST4.333
Cogt of products sobld 34808 39536 35459
Selling. genernl and adminisirative expense MR 25575 24,170
OPERATING INCOME 16123 16637 15003
Intenest expense 1,358 1LAGT 1304
Oither non-operating income, net Sail 462 565
EARNINGS FROM CONTINUING OPERATIONS BEFORE INCOME TAXES 15315 15632 14,264
Income taxes on contiming operation 4,032 3EM 42001
NET EARNINGS FROM CONTINUING OPERATIONS 11,293 11798 10063
NET EARNINGS FROM DISCONTINUED OPFERATIONS 1,143 77 277
NET EARNINGS 513436 512075 $10340
BASIC NET EARNINGS PER COMMON SHARE:

Eamings from continuing operstions £ A% % AT % 313
Eamings from discontinued operntions (L73 ki 0,07
BASIC NET EARNINGS PER COMMON SHARE 449 386 1
DILUTED NET EARNINGS PER COMMON SHARE:

Earnlngs from contiming operatlots LE ] 313 294
Eamings from discontinued operations .68 (08 0.08
DILUTED NET EARNINGS PER COMMON SHARE 4.26 EN.] 3.4
DIVIDENDS PER COMMON SHARE 5 Led 5 143 5§ 1328

See sccompanying Notes to Comsolidated Finoneial Statements,
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50 The Procter & Gamble Company

Conzplidated Balance Sheets
Asseis
Amayar n milisss; Jane M1 FiLld L
CURRENT ASSETS
Cash and cash equivabents § 4TBL 5 3313
Accounts receivable 5830 6,761
Invemories
Materials and supplies 1557 2062
Work in prooess 671 Tas
Finkshed goods 44651 3380
Total inventories 6, 5850 5416
Dicfermed income taxes 1209 2012
Prepnid expenses and other current assets BN L 4013
TOTAL CURRENT ASSETS 2L.908 24.515
PROFPERTY, PLANT AND EQUIFMENT
Buidldinis 6,724 T.052
Machinery and equipmem 19042 30,145
Land BRS EED
Total property, plant and equipment 6651 38086
Aecumulated depreciation (17.18%) (174400
NET PROPERTY, PLANT AND EQUIFMENT 19,462 20,640
GOODWILL AND OTHER INTANGIBLE ASSETS
Gioodwil L 56,512 58767
Trndernnrks and ather intangible sesets, net __ 22606 34,233
KET GOODWILL AND OTHER INTANGIBLE ASSETS H9.11% Sl
OTHER NONCURRENT ASSETS A.ME 4657
TOTAL ASSETS SIMEIY 5143902

See accompanying Notes to Consolidated Finnngial Statements.
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The Procter & Gamble Company 51
Consolidated Balance Sheets
Liahilities and Sharcholders' Equity
l_g 5 Jung E !E BHIN
CURRENT LIABILITIES
Aceounts payahbe $ 5080 & 6775
Accroed and other Habilitics 5001 11099
Deba due within one year 16,320 13.084
TOTAL CURRENT LIABILITIES A0,M1 30,055
LONG-TERM DEBT 20,652 23,58)
DEFERRED INCOME TAXES 10,752 11,805
OTHER NONCURRENT LIARILITIES 9419 B.154
TOTAL LIABILITIES 7.7 T4 40K
SHAREHOLDERS' EQUITY
Convenible Class A peeferred stock, stated value $1 per share (600 shares authorized) 1324 13646
Mon-Voting Class B preferred stock, stated valoe 51 per share {200 shares authorized) - N
Common stock, siwied value $1 per shase (10,0800 shares suthorized: shares isssed: 20060 —4,007.3, 2008 — 4.001.8) AT 4002
Additional pald-in capiial 61,118 60,307

Reerve for ESOP debi retirement (13400 {1323)
Accumulated other comprehensive income (lossh (335 3746
Treasury stock, it cost (shares held: 2009 — | 0903, 2008 — 969.15 (55261)  (47.558)
Retained eamings 57300 45,086
TOTAL SHAREHOLDERS" EQUITY __ 63,090 094594
S134.533

TOTAL LIABILITIES AND SHAREHOLDERS" EQUITY S143.502

See accompanying Notes to Consolidated Finoncial Statements,
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51 The Procter & Gumble Company

Consolidated Statements of Shareholders’ Equity

Conimans Additheaal  Reseroe for Wkhsr
Shares Commen  Profirred Faid-In ~ ESDP el Lempryiensng Trowimry Hmtained
Diultars i asillisns Shares = (hoosands Crwisiamibing Sark bk Cogdial  Heidremsent i Sk Farmings Taral
BALANCE JUNE 30, (kb 378841 $£3976 S 1451 557856 € {1.288) 5 51E) 334335! S35.0060 £ EZI'N]E
MNel cwrmings 10340 10,340
Oflser comprehensive mcome:
Finaneial statement
transkntion 2419 2419
Hedpes md investment
securities, net off $459 fax {51y {951}
Total comprehensive income § 11808
Cumulative impsct for adoption of
new accounting guidanee 1 (333) (333)
Dividends 1o sharcholders:
Common (048 (4,048}
Prefierred, net of tix henefits {161} (161}
Treasury purchases (B9.E29) (5,5T8) {5.578)
Employee plan issunnees 37EM4 14 1,167 1,003 2184
Preferred siock conversions LRAH 43} 7 3 =
ESOP debt impacts {20} (200
BALANCE JUNE 30, 2007 213146 3.990 1406 59,030 1 1.308) 617 (38772 41797 6. TH(
Met enrmings 12,075 12,075
Other comprehensive incomes
Financial statemant
iranslation 6,543 6541
Hedges and investment
sepurities. net of $1.664
lax (200 (2.500)
Defined benefit retirement
plans, met of $120 1ax {508} {508}
Total comprchensive income 515204
Cumulntive mpact for adoption of
tiew netounting guidance ') {232) (232)
Dividends 1o sharcholders:
Comman (4,475 {4474
Preferred. et of tax benefits {17&) {176)
Treasury purchases (148,121) (10,047} (10,047}
Emplovee plan issuances 43910 12 1212 1,196 2,
Preferred siock conversions 4,982 {40 5 15 —
ESOP debr impacts (1T 1 {16
BALANCE JUNE 30, 2008 1032717 o4 (2 134660 6H0.307 1.325) 4,744 (47.588) 48986 69,414
Net eamings 13436 13436
Otther comprehensive ncome:
Fimuneial statemeni
transintion {6,151) (6,151}
Hedges and knvestment
securitics. net of $452 x Ta5 T4k
Defined betiefil retirement
plams, wet of 3579 1ax (1700} {1700}
Total comprchensive ingome £ 6312
Cumulagive impact for adoptbon of
new accounting guidance ! (K4 15
Diwidends fo sharcholders:
Coanmon (4852)  (4HSD)
Preferred, net of x benelis {192) {192}
Treasury purchases (FH56T) (6.37T0) {6,370}
Employee plan issannces 16841 5 04 418 1.237
Preferred stock conversions 4,992 (42) 7 35 —
Shares tendered for Folgers coflec
subsidinry {39653) [ (2.4066)
ESOP debi impocts {1%5) [ I
BALANCE JUNE 30, 2dr 2917035 S4007 § L34 SLLIE S (L340 §  (3.356) 35!5.%:] 557300 £ 61009

(1 Cumulative impact of adopling new accouiting guklance relafes to: 2007 — defined benelit and post retiremeit plie: 2008 — woeriality b
ineoms txes, 2009 — split-dallar [ife insumnce armngements,

See necompanying Notes to Consolidated Financial Statements.
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Consolidated Statements of Cash Flows

Amaaati ia H Years raded Joune 3
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
OPERATING ACTIVITIES
Wel carmings
Depreciation and amorization
Share-based compensation expense
Deferred income laxes
Cindn on sale of businesses
Chanpe in accounts receivable
Change In Inveniories
Change in accounts pavable, accrued and ather Habilities
{Ch;:m- in other operating sssets and labilities
it
TOTAL OPERATING ACTIVITIES
INVESTING ACTIVITIES
Capital expenditures
Proceeds fiom assel sales
Acquisitions, net of cash acquired
Chanpe in investments
TOTAL INVESTING ACTIVITIES
FINANCING ACTIVITIES
Dividends o shardwlders
Chanpe in short-term deiy
Additions 10 long-term debe
Roductions of bng-term debt
Treasury slock purchises
bmipact of stock options and other
TOTAL FINANCING ACTIVITIES
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS
CHANGE IN CASH AND CASH EQUIVALENTS
CASH ANDNCASH PQUIVALENTS, END OF YEAR

SUPPLEMENT AL MSCLOSURE
Cash payments fos:
Iritenest
Ingome Tues
Assets scquired through non-cash capital leases
Divestiture of coffee business in exchange for dhares of PG stock

Ogoooood
The Procter & Gamble Company 53
MY ZTHE Joa7
§ 3am § 5384 5 6093
13436 12075 10,340
A082 R 3.130
216 535 Lo
206 1214 83
2377y (284} (153}
415 432 {729}
= L1050) (359)
(742} 297 {278}
(758) {12700 1151}
1] 1127) Pk
14,919 150008 13400
{3.238) (3.040) {2,945)
1,087 018 81
(268) 13811 {492}
166 (50) 673

GH 1 |.B&T 1499
oSty TebW) 12459
!EI- 44 I:1)

5 1216 12301 ¥ 1330

3248 349 4116
] 13 41
2466 = -

See acoompanying Notes o Consolidated Finuncial Siatements.
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54 The Procter & Gamble Company

Motes 1o Consolidated Financlal Statements

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Muture of Oporations

The Procter & Gamble Company” s (the “Company,” “we™ or “us”) business 15 focused on providing branded consumer goods products of superior
yuality and value. Cur products are sold in more than |80 countries primarily through retall operations including mass merchandisers, grocery
stores, membership club sfores, drug stores. depariment stores, salons and high-frequency stores, We have on-the-ground operations in
approximately 80 countries.

Basis of Presentation
The Consolidared Financial Statemeits include the Company and s controlled subsidiaries. Imercompany iranasctions nre eliminated,

Us¢ of Esfimates

Preparation of financial statements in conformily with acoounting principles genermally sccepted in the United States of America (LS, GAAP)
requines management to moke estimates and assumptions that affect the amounts reported in the Consolideted Financial Statements and
accompnnying disclosures. These estimmies are based on management’ s best knowledyge of current events and actions the Company may underinke
in the future. Estimates are used in accounting for, mmong other ilems, consumer and irade promotion aceruals, pensions, post-emplovenent benefits,
stoek options, voluation of nequired intangihle assets, wsefinl lives for depreciation and amonization, futone cash Mows associated with impairment
testing for goodwill, indefinive-lived inmangible a3sez and long-lived assets, deferrad ma pssets, uncemaln incorme tiod poaitions and contingenches,
Actunl results mey ultimmely differ from estimates, although management does nav genesilly believe such differences would materially affeet the
financial stotements in any individual vear. However, in regard to ongodng imparment testing of goodwill and indefinime-lived imangible saets,
significant deterioration in fuiure cash flow projections or other ssumpticns used i valustion models, versus those anticipated af the tme of the
imitial vahmtions, coubd result in impairment charges that moy materially affect the financial statements ina given year,

Hevenne Recogmition

Sales are recognized when revenue is realized or realizable and has been camed. Most revenue tansastions represent sales of inventory. The
revenue recarded is presented net of sales and other taxes we collect on behalf of governmental authorities and inclies shipping and handling
costs, which generally are included i the list price to the customer. Our palicy is to recognize revenue when title to the product, ownership and risk
of oss transfer to the customer, which can be on the date of shipment or the date of receipt by the customer, A provision for pevment discounts and
product returm allowsnces is recorded as a reduction of sales in the sume period thai the revenue is recognived.

Trade promadtions, consisting primarily of customer pricing allowances, merchandizing funds md consumer coupons, are offered through varions
PrOErains bo customers sl consumers. Sales are recorded nel of trade promation apending, which is recognized a3 incurred, generally at the time of
the aale, Most of these ammangements have 1erms of approximately one year. Accruals fior expected payouns under these progranis are included as
accrued marketing and promotion in the accrued and other liakilities line tem in the Consglidmed Balance Sheets,

Cont of Products Soki

Coat of products sold 18 primarily comprised of direct mmerials and supples consumed in the manufacture of product, e well as manufacnrng
labor, depreciation expense and direci overhead expense necessary 1o scquire and converi the purchased materlaks amil supplies into finishesd
product. Cost of products sold alse includes the coat to distribiie products to customers, inbound freight costs, mternal tranafier costs, warchousing
costs and other shipping and handling sctivity,

Selling, General and Administrative Expense

Selling, genersl and sdministrative expense (SG&MA) is pronurily comprised of marketing expenses, selling expenses, resenrch and development
costs, administrative and other indirect overhead costs, depreciation and smortization expense on non-manufacturing assets and other miscellancows
operaling Aems. Reseurch and development costs re charged W expense as incurred and were 32,044 in 2009, $2.212 in 2008, and 52, 100 in 2007,
Advertising costs. charged 1o expense a5 incurred, inelude worldwide television. print, radeo, intemet and in-store adverhising expenses and were
£7,579 in 2009, 58,553 in 2008 and $7,850 in 2007, Mon-adventising related components of the Company” s totul marketing spending include costs
asgocisted with consumer promotions, product sampling and sales aids, all of which are included in SG&A, as well as coupors and customer trade
funds, which are recorded ay reductions (o net sales.

MMher Non-Operaling Income, Net
Other non-operating income, net, primarily inclsdes net divestinere gains and interest and investment income.

Carrency Translation

Financial statements of operating subsidianies cutside the United States of America (LL.5,) generally are measured using the local currency as the
functional currency. Adjusiments fo translate those siatements into 1.5, dollors are reconded in other comprebensive ingomse, Currency (ranslation
adjustments in eccumuloled other comprehensive income were gains of $3.333 and 59,484 at June 30, 2009 and 2008, respectively. For subsidiaries
operating in highly inflationary economies, the U5, dollar is the functional currency. Remeasurement adjustments for financial statemends in highly
inflationary ecomsmics and other transsctional exchange gins sl lozses are reflected in eamings

Amounits in millions of dollars except per share smounis or ks otherwise specificd
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Motes to Consolidated Financial Statements The Procter & Gamble Company 55

Cush Flow Preseatiation

The Stntements of Cash Flows are prepared using the indirect miethod, which reconciles net earmings to cash flow from operating activities. The
reconciliation adjusiments include the removal of timing differences between the occurrence of operating receipts and payments amd their
recopnition in net camings. The adjestments also remove cash flows arising from investing and financing activitics, which are presented separaiely
from operating activiites. Cash flows from foreign currency iransactions and operations are iranslated af an average exchange rate for the period.
Cash Mows from hedging setivitics are inchuded in the same category 43 the fems being hedged. Cash flows from derivative instruments designated
as met investment hedpes are chassified as financing activities. Realized gains and loases from non-gualifying derivative instruments used to hedge
currency exposures resulting from imercompany financing trmnsactions are also classified & finoncing setivities. Cash flows from other derivative
Inginemenis wsed 1o manage interest, commodity or other currency exposunes are classifled o operating sctivitics. Cash payments relmed 1o income
taxes ang classified as operating activities.

Cash Equivalenis
Highly liguid mvestments with remaining stited maturitees of three months or leis when purchased are consibered cash eguivalents and recorded at
coat.

Investmenis

Investrment securities consist of readily marketable debs and equity securities, Unrealbresl gams o losses are charged 1o eamings for investments
chossified as troding. Unrealized gaing or losses on securities classified as availoble-for-sole are generally recorded in sharehodders’ squity. [Fan
available-for-sale security is other than temporarily impained, the loss is charged to either samings or shareholders” equity depending on cur intent
and ability to retain the security until we recover the full cost bosis and the extent of the loss attributable 1o the creditworthiness of the issuer
Investments in cerinin companics over which we exert signifieam infleence, bui do not conirel the finmncial and operniing decisions, sre secounied
for as equity method investmems and are classified as other nancurrent assets. (her ivestinents that sre not controlled, and sver which we do not
have the ability to exercise significant mfluence, are accounted for under the eost method.

Inventory Valuation

Inventories sre valued ot the lower of cost or market valoe, Product-related inventories are primarnily maintmned on the firat-in, first-out method,
Minor smounts of product inventories, including certain cosmeties and commaodities, are mainialned on the last-in, first-out method. The cost of
wpire part inventocies is mainiained using the avernge cost method.

Property, Plani and Equipmeni

Property, plant and eguipment i recorded at cost reduced by accumulated deprecistion, Depreciation expense is recognized over the assets”
esttmated wseful lives using the straighi-line method.

Machinery and equipment includes office furniture and fixteres (1 3-year life), eompiter cquipment and capitalized software (3- to S-year lives] md
manufacturing equipment (3- 1o 20-vear lives). Buildings are deprecisted over an estimated nseful life of 40 vears. Estimated useful lives are
periodically reviewed and, when lppm-prhlz_ changes are made prospectively. Wlen cenain events or chamges in operating comditions oour, aasel
Hves may be adjusted and an impaiment asseisment may be performed on the recoverability of the carrying amourts.

Goalwill anad (her Intanpible Assets

Goodwill and indefinive-lived bramds ane no1 amonteed, but are evaluared for impairment anmeally or when indicotors of 8 potential impairmen ane
present. Our impalrment tesiing of goodwill is performed separately from our impakrment testing of individual indeffnite-lived intangibles. The
annual ¢valuation for impainment of goodwill and indefimte-lived intangibles is based on valuation models that incorporite assumptions and
mdernil projections of expected [uture cash ows and operating plans, We believe such maurmptions are also comparable to those thet would be

used by other marketplace participants,

We have a number of acquired brands that have been determined 1o have indefinite lives due to the nature of our business. We evaluste o number of
factors 10 determine whether an indefinite life is approprisie, incleding the competitive environment, market share, brand history, produet life
eyeles, operating plans and the macroeconomic environment of the countries in which the hmnds are sold. When certain events or changes in
operating conditisns occwr, mn impairment assessment is porfomsed and indefinite-lived brunds may be sdjusted to a determinable Hife.

Thee cost of intangible assets with determinable usefil lives is aneriized to refleet the potiern of economic benefits ennsumed, either on a straight-
Lime or pocelerated basis over the estimated periods benefited. Patents, technology and other intangibles with contractual terms are genernlly
amortized over their respective legal or contractiual ives. Cusiomer relstionships and other non-contractual intangible assets with determinable lives
are amortized over periods generally maging from 5 to 40 years, When ceriin events or changes in operating conditions scour, an impairment
assessment is performed and lives of imangible assets with determinable lives may be adiusted.

Fair Values of Financlal Instruments

Cenain fimancial instruments s required (o be recorded at falr value. The estimated fair values of such Minancial insrements (including cenakn debt
instrumenls, investment securities and derivatives) have been determined using market iformation and valuation methodobogies, primarily
discounted cash Mow analysis, Changes in assumptions or estimation methods could affect the fair value estimates: however, we do no believe any
such changes would have o material impact on owr financial candition, results of operations or cash flows. Other financial instruments, including
cash equivalents, other investments

Amounts in millions of dollars except per share amonnts of as stherwise specified.
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56 The Procter & Gumble Company Motes to Consolidated Fimancial Statements

and short-term debr, are recorded af cost, which approximates fair value, The fair valies of long-term delbt and derivafive insrements are disclossd
i Mote 4 and Mote 5, respectively

Subsequent Evenls

For the fiscal year ended Jupe 20, 2009, the Company has evalusted subsequent events for potentia] recognition and disclosure through August |4,
200, the date of financial staterment issumnce.

Mew Accounling Promouncements and Policies

Other than as described below, no new pecounting pronouncement issued or effective during the fiscal vear has had or is expected 10 have o material
impact on the Consolidated Finmeial Smiements.

FAIR VALUE MEASUREMENTS

On Juby 1, 2006, we adopted new accounting guidance on fair valiee measurements. The new guidance defines fair value, establishes a framewoark
for measuring fair valee under L5, GAAP, and expands disclosures about fair value measarements. It was effective for the Company boginming
July 1., 2008, for cerain financial assets and Habilities. Refer to Mote 5 for additional information regarding our fair value measurements foe
financial sssets and labilities. The new guddance is effective for non-financial sssets and lishilities recognized or disclosed a1 fair valie on 2
nonrecurring hasis beginning July 1, 2009, The Company believes that the adoption of the new guidance applicable to non-financinl assets amd
liabilities will nod have o material effect on its fimancial position, resulis of operations or cash flows.

DISCLOSURES ABOUT DERIVATIVE INSTRUMENTS

AND HETHGING ACTIVITIES

On January 1, 2009, we wdopled new accounting guidance on disclosures aboul derivative instruments and hedging activities. The new guidance
impacts disclosures only and requires additionnl qualitative and qanntitative information on the vse of derivatives and their impact on an enfity” s
fimancial position, resulls of operations and eash Nows. Refer to Note 5 for additional information regarding our risk management sctivities,
imchuding derivative instruments and hedging octivities.

BUSINESS COMBINATIONS AND NONCONTROLLING INTERESTS IN

CONSOLIDATED FINANCIAL STATEMENTS

In December 2007, the Financial Accounfing Standards Board issued new sccounting guidance on business combinations and non-controlling
intereits in consolidated financial statements. The new guidance revides the method of accounting for a number af aspects of business combinations
and noncontrolling interests, including scquisition costy, contingencies (including contingent tssets, contingent labilities and contingent purchse
price], the Impacts of partial and step-acquisitions {including the valumion of net assets antributable o non-acquired minerity imerests) and post-
acouisition cxil activitics of acguircd businesses, The new guidance will be effiective for the Company during owr fiscal year beginning July 1, 2009,
The Company believes that the adoption of the new guidance will nat have a materinl effect on it financial position, resilta of operations or cash
Mt

NOTE 2
GOODWILL AND INTANGIBLE ASSETS
Thee change in the net carrying amount of goodwill by Global Business Unit (GBL) was as follows:

Ii
:

BEAUTY GRU
Seamty, beginning of yvear

[
—
=
-
wh
L
2

Acquisitions and dlvestitires 98 187
Traneslation and other 1942 1,357
GOODWILL, JUNE 30 6058 16913
Ciroonskng, beginning of year 15311 24,211
Acquizitions and divestitures i246) (269)
Translation and other _ {10t LATH
GOODWILL, JUNE 30 m 23312
HEALTH AND WELL-BEING GRBLU

Health Care, beginning of year 750 B4E2
Acquisitions and divestifures %1) {5}
Translation and other __ (265) 327
GOODWILL, JUNE 30 _Band 8.750
Snacks and Pef Care, beginning of year 24M 2407
Acquisitions and divestitures (356) (%)
Translation and other (23} 33
GOODWILL, JUNE 30 'ﬂ 2434
HOUSEHOLD CARE GBU

Fubvic Care and Home Care, beginning of vear 4655 4470
Acquisitions and divestitures {46} 43}
Tronslation and other {200) 128
GOODWILL, JUNE 308 408 4655
Baby Care and Fuwily Core, beginning of vear L713 1.623
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Acquisitlons and divestitures
Translation and other
GOODWILL, JUNE 30
COODWILL, NET, beginning of year
Acquisitions and divestilures
Tramnslation and other

GOODWILL, JUNE 30

EDINETOOOO
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7] (34)
(120} 124
R
55’."&? EEIS_'L

(638) 223}
(2617) 3.438
EII ﬁﬂi?ﬁi

The acquisition mnd divestiture impact during fiscal 20409 in Snocks and Pet Care & primarily due to the divestitore of the Coffee business. The

remzining decresse in goodwill during fiscal 2009 & primorily due to currency translation across all GBUs,

Anvounts in milllans of dollars except per sharé amounls or & otherwise specified.
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MNotes to Consolidated Financial Statements The Procter & Gamble Company 57

ldentifiahle intangible assets were comprised of:

T miA
L Carim

Carrying Acowmuabated Carrying Accamulated
Jmme M Awms ] Ammerine i Jumenni Amnriiinims
INTANGIRLE ASSETS WITH DETERMINABLE LIVES
Brands 5 3,380 5 125 § 3564 5 1032
Patents it techiology 3168 1332 3,188 1,077
Customer relatlonships 1453 411 1947 353
Other 320 210 333 209
TOTAL E.ll Eﬂﬁ BEZ 1& 1
BRANDS WITH INDEFINITE LIVES 26,891 — xn -_—
TOTAL ELII Eﬁ 36,504 2671

The amortization of infangible assets for the yvears ended June 30, 2008, 2008 and 2007 was $645, $649 and 5640, respectively, Estimated
amonization expenss over the next five years 5 as follows: 2010 — $5370; 200 | — $3523; 2012 — $489; 2013 — $462; and 2014 — $429. Such
estimates do pot reflect the impaet of fulure foreign exchange rate changes.

NOTE 3

SUPPLEMENTAL FINANCIAL INFORMATION

Selected components of current and noncurrent liabilities were as follows:

. ek
ACCRUED AND OTHER LIABILITIES — CURRENT
Marketing and promolion SI3TE S 2760
Compensation exponses 1,444 1527
Accroed Gillette exit costs (N1 ] 257
Taxes payahle T2 945
Other 1926 5,610
TOTAL LT
OTHER NONCURRENT LIABILITIES
Perxion benefits 3708 £ 3144
Other postretirement bensefits 1516 512
Unrecognized tix henelits LR 3075
Oiher 1410 1421
TOTAL 2429 E.154

Gillette Avguisition

On October 1, 2005, we completed our acquisition of The Gillere Company (Gillerie) for toml consideration of $53 .4 billlen including common
stock, the fir value of vested stock options wd scquisition costs. In conmection with this acuisition, we recognized an assumed lisbility for Gilleie
exit costs of $1.2 billion, inchiding SE54 in separation costs related 1o approximately 5,500 people, 555 in emplovee relocation costs and $320 in
other cxil costs. These costs are primarily relnied to the elimination of sclling. general and sdministrative overlap between the two companics in
arens like (Global Business Services, corporate stalT ond go-lo-market support, s well as redundant manufeturing capacity, These sctivities are
substamtially complete as of June 30, 2009, Total inegration plan charges against the assumed liability were 551, $286 and 3438 for the years ended
Jumee 2006, 2008 amd 2007, respoctively. A total of 5106 and 5121 of the linbility was reversed during the years ended June 2009 and 2008,
respectively, related to underspending on a number of projects that were concluded during the period, which resulied in & reduction of goodwill
during those years,

NOTE 4

SHORT-TERM AND LONG-TERM DEBRT

S S pai L TR
DEBT DUE WITHIN ONE YEAR

Current portion of long-temm deiby 5691 5 1L.746
Commicroiil poper 027 9,748
Floating rale notes 4,250 1,504
Otther [ ]
TOTAL 16,320 13,084

The weighted average shori-term interest rates were 2.0% and 2,79 as of June 30, 2004 und 2008, respectively, including the effiects of inlerest rate
swaps discussed in Note 5.

Amounts in millions of dollers except per shore amounts or as siherwise specified.
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June 3 Tn0e 20
LONG-TERM DEBT
Floating rale nobe duse July S 5 L.750 5 1.750
Floating rte pote due August 20009 15040 1500
6.58% LUSD) node due September 2009 104 1,000
Floming rte note due March 2010 750 —
2% IPY node due June 2010 vl 467
4.85% ELR note due Oxtober 2001 1Al 1573
3.35% EUR note due December 2012 1.975 3.203
4,60% USD node due Jamiary 2014 2000 _
4.5 ELIR note duc Mny 2014 LING 2360
4.95% USD note duie Axgust 2014 LI G0
1.50% USD node due February 2015 TS0 —
4.85% USD note doe December 2015 T T00
5.13% EUR note due Ociober 2017 1,552 1,731
4.70% USD note due Febrmary 2019 1250 —
4.13% EUR note due December 2020 40 944
9.36% ESOP debentures due 2000 — 202111 206 934
4 58% FLIR note due May 2027 1Al 1.573
6,259 GRP note due Janunry 2030 832 3
5.50% L'SD node due Februany 2034 St S0n
5:80% USD note due Augusi 2034 (L1 (e
5.55% USD note due March 2037 1,400 1,400
Capital bease obligations 3 407
All ather bang-term deld L5410 3702
Current portion of lang:term deba 6,941} {1.746)
TOTAL 0652 21581

{1y Db igsoed by the ESOP & gusranteed by the Company and maest be recorded as debt ol the Company ms discussed in Now 8,

Lang-term weighted average interest rates were 4,9% and 4,5% as of June 30, 2000 and 2008, respectively, including the effects of interest rate
wwaps and net investment hedges discussed in Note 5,

The fadr value of the longeterm debt was 321514 and 523,276 ot June 30, 2009 and 2008, respectively. Long-term debt muturities durbng the next
fivie years are as follows: 2000 — $6,941, 2001 — $47; 2012 — $1,474; 2003 — 52.0013; and 2014 — 54,154

The Procier & Gamble Company fully snd unconditionally guarmniees the regisiered debi and securities issued by i 1% owned finance
subsidinries,

NOTE §

RISK MANAGEMENT ACTIVITIES
AMND FAIR VALUE MEASUREMENTS

As a mullinational company with diverse product aflTerings, we ane exposed 1o market riaka, such as changes in interest mics, currency exchange
rates and commodity prices, We evaluate exposures on a centralized basis 1o take advamage of natural exposure netting and correlation. To the
extent we choose to munage volatility sssociated with the nel exposurcs, we enter into various fnoncial transactions which we sccount lor using the
applrcable sccownting guidasee for dernvntive nstromenta and ledgiing setivitics. These firancial trvssctiors are govermed by our policies eovering
acceptable counterparty exposere, instrument types ad other hedging practices.

Al inception, we farmally desipnate and docunsent gualifying imstraments us hedges of underlying exposures. We Tormally assess, both al inceplion
and at least quarterly, whether the financial mstrumerts used i hedging transactions are effective at offsetting changes in either the fair value or
cash flows of the related underlying exposure. Fluctuations in the value of thesz instruments generally ane offset by changes in the fair vahue or cash
Nows of the underlying exposures being hedged. This offset is driven by the high degree of ¢ ffectivencss belween the exposure being bedged and
the hedging mstrument, The nefTective portion of & change in the fair volue of o qualifying instrument |s immediately recognized in camings. The
amount of inefTectiveness recognized is immuaterial for all periods presented.

Credit Risk Manngement

We have eounterparty eredin guidelines ond generally enter into transactions with investment grade fimancial mstilutions. Counterparty exposures
are monibored daily and downgrades in credin mting wre reviewed on a timely basis. Credit risk arising from the inability of a counterparty o meel
the terms of our financial instrument contmets genetally i4 limited 1o the amounts, iCany. by which the counter-party” & oblipations 1o us exceed our
obligations to the counterparty. We have ot incurred and do not expeet to incur material credii losses on our risk management or other financinl
instrumenis.

Certain of the Comparny” 5 financial instruments used in hedging transsctions are povernsd by industry standand netting agresments with
counterpanties. 17 the Company s eredin mting were to fll below the fevels stipulied in the agreements, the counterparties could demand either
collaternlization or lerminstion of the arangement. The spprepste fair value of the instruments covered by these contractual features that are in & net
liahiliy positicn s of June 30, 2006 was 288 million. The Company has never been required to post any collateral as a result of these contractual
Features.

Amounts m millions of dollars except per share smounis or as otherwise specified.

148/178



EDINETOOOO
OOo00oDOo0oDo0ooo00oogOoOoO(Eeos760)
oOoOooodn

Motes 1o Consolidated Financial Statements The Procter & Gamble Company 59

Interest Rate Risk Managesacat

Our policy is to manage interest cost using o mixture of fixed-rate and voriobe-mie debt. To manage this risk in o cost-eificient manner, we enter
i inerest mde swaps in which we agree 1o exchange with the counterpanty, al specified intervals, the difference between Tixod mnd variable
imterest amounts calculated by reference to an agreed-upon ational amount.

Interest rabe swaps that meet specific accounting criteria are accounted for as fair value and cash flow hedges. There were no fair value hedging
imstnEments af Jume 30, 2009 or June 30, 2008, For cash flow hedges. the efective portion of the ehanges in fair valse of the hedging instrumsnt is
reparted in other comprehensive ineome (OCT) and reclassified s interest expense over the life of the undedying debt. The ineffective porthon,
which {3 not material for anmy vear presented, is immediniely recognized in eamings.

Forelgn Currency Risk Management

We manufacture and sell our products in o member of countries throwghout the world and, as a result, are exposed 0 movements in foreign cusrency
exchange rates, The purpose of our foreign currency hedging program is 1o manage the volatility associated with shom-tenm changes in exchange
mics.

To monage this exchange rate nsk, we have histoncally wilized a combimation of forward contracts, options and currency swaps, As of June 30,
2009, we lid cumency swaps with matintes up 1o fve venrs, which are Intended ta offset the effect of exchinge mite Muctuations on intercompany'
loams denominated in foreign curmencies and are therefore pecounted For as cush fow hedpes. The Company s albsa utilized forwend contrects and
options 10 offset the effect of exchange rate fluctuntions on forecasted sales, inventory purchoses and itercompany rovaities denominated in foreim
currencies. The effective portion of the changes in fair value of these instruments is reported in OC1 und reclassified into camings in the sane
finnncial statement line item and in the same period or periods daring which the refated hedged transactions affect exmings. The inefective portion.
which is not maserial for any vear presented, is immediately recognized in eamings.

Thee chunge in value of cernin non-qualifying instruments used o manage forcign exchange exposure of imercompany (inancing transactions,
income from intermational operations and other balance sheet items subject to revaluation is immedintely recognized in camings, substantially
offsetiing the foreign currency mark-to-market impact of the relifed expoaure. The net eamings impact of such instruments was s 1,047 loss in
2009 o zaing off 51,397 and 556 in 2008 and 20607, respectively.

Met Invesimeni Hedging

We hedge certain net investment positions in mapor foreign subsidiaries. To accomphish s, we either borrow directly i foreign currencies and
designate all of m portion of lerelghn currency deld as a ledge af the applicable ied investmen position o ester iito forsign currency swiaps thal arc
designated as bedges of our relmed foreign net investmenis. Changes in the fair value of these instruments sre immediately recognized in OC] 1o
offset the change in the vabee of the net investment being hedged, Comency effects of these hadges reflected in OCH were an after-tax gain of 5964
iy 2000 and 529510 loss in 2008, Accumulatied net halances were a0 34,059 and & $5.023 afler-tax loas as of June 30, 2009 and 2008, nepectively.

Commuodity Risk Managemeni

Certain raw mulerials used i our products or production processes are subject 1o price volmilily caused by weather, supply conditions, political and
economic varables nnd other impredictable factors. To mmnage the volatility related to anticipated purchases of certain of these mateninls, we use
futures und options with maturities generally less than one vear and swap contracts with maturities up to five vears. These market instruments
generally are designated ss cash flew hedges. The effective postion of the changes o fir value for these instruments is reported in OC] and
reclassified into earnings in the same finoncinl stntement line item ond in the same period or periods during which the hedged transactions offect
earnings. The ineffoctive and non-gualifying portions, which are not mmierial for any year presenied, are immediaiely recognized in camings.

Lnsu rance

We self insure for most msurible risks, In addition, we purchase insurance for Directors and Officers Liakility and cernain cther coverage in
situations where it is required by kaw, by contract, of desmed 10 be in the interest of The Compurry,

Fair Yaloe Hierarchy

New accounting guidance on fair value measurements for certain financinl assets and liakdlities requires that sssets and labilites corried a1 fair
valoe be clpssified and disclosed inone of the fellowing three categories:

Level I Cumiod market prices in active markets for identical assets or labilitics.

Level 2 Observable morker-based inputs or unobservable inpurs that are corrobocated by market data,

Level 3 Unobssrvable inputs reflecting the reponing entity” £ awn sssumptions o externl inguts from insctive markets,

In valuing sssets and lisbilities, we pre required (o maximize the use of quoted market prices and minimize the use of weobservable inputs, We
calculate the fair value of our Level 1 ond Level 2 mstruments based on the exchange traded price of similor or idemtical instruments where
available or based on other observable instruments. The fair value of our Level 3 instnunents is caleulsted s the pet prosent value of expected cash

flevws bhased on externally provided inputs. These caleulations take into consideration the credit risk of bath the Company and our counterpartics
The Company has not changed its valuation technigues in measuring the fuir value of any financial assets and Habilities during the period.

Amouants in millions of dollars except per share amounts or as athervwise specified.
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The foliowing table sets forth the Company 2 financial assses and liabilities as of June 30, 2009 that are measured a1 fair value on a recurring basis
during the period, segregated by level within the fair value hiemarchy:

Al Jumer 38 Level | Lowell  Lewld  300% sk
Aot wt Faiv value:
Invesiment securitics P — $174 % 3B S22 § 282
Dierivatives relating bo:
Foreign currency’ hedges — — — — 4
Oiher forvion currensey instrumenis! ! — 300 — 300 190
Met [nvestment hedges - 83 — B3 2
Commaodities 3 i} — pr] 29
Tolal sssels pi fair valus® k) 582 18 6213 73l
S— et me——— e ——
Lishilities ai fair value:
Dierivatives relating fo:
Foreign curreney’ hadges — |03 — 103 37
Other foreign curnency instrumens | — 9 — 19 33
et investment hedges — L] — L] 1210
I nterest rate _— 13 - 13 17
Commaditie 2 ] 3 (] —
Total linbifities af foir voloe " 1 EEL 3 M1 IE‘I?

{1} The ¢ther foreign corrensy instraments are comprised of non-qualifying foreign currency financinl instruments.

{2} Al derivative assets are presented in prepaid expenses and other current ssels or other noncurrent assets with the exception of investmen
securities which are only presented in cther noncurrent assets.

(35 All linkilities are presented in socrued and other lishilities or other noncwrrent biabilities.

The table bebow sets forih o reconciliation of the Company” s beginning and ending Level 3 firancial ussets and Habilities balanees for the year
ended June 30, 2009,

lwvewimsni
heeivatives Seturiies
BEGINNING OF YEAR 5 17 5 A
Total gaims or (bosses) (realizadunsealized) included in
emrnbngs {(or changes bn net assews) — 2
Tomal gaing or (besses) (realizedunrealized) ing luded in OC] 27 3]
Met purchases, auminces and settlerments F) —_
Transfers in {out) of Level 3 - —
ENDOF YEAR 53] k]

Amouris in millions of dollars except per share amounts or g otherwise specified.
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Diisclosn ez abant Derivative Instruments

The Fair values and amounts of gains and losses on qualifying and non-gqualifying financial imstrurments used in hedging tmnsactions os of, and for
the year endded, June 30, 2009 are as follows:

The Procter & Gamble Company 61

Amonnt of Gain sr (1)

Hort B e Eiuin
Amssani of Galn aF [Lasd) Aeemmuladed 041
Dertvadives im sl Flow Hidgeeg Saibemad Amound Hecognioed in O] on Imie |meamns
Rekstbouships {Ending Balases) Falr Vabes Asses {1 iabllliv) Derivative (F Mective (EMucibve Purelesil ||
June 30 Sune 3 Tashr Muarhs Ended Jane 30
Intenest rate cantiacts 5 4,000 5 [TE] 5 18 5 (56}
Foreign currency contrcts 690 (103) 6 (65}
Commodity costraets 503 (73 (62} (170)
Tostal 5,193 [LE] {18} {292}
Aminiant of Gk af Ly
R b [mooume s
Amsani of Galn or [Lasa) Bherlvaibve (Ineffective Porlon
Berivatives im Mt lavestuorni Hiodgeig Notimal Amuound Herognioad dn DT on wmd Amsewit Focbssded from
Rrlaskonships. i Haliwie Falr Vabws Aot i L s ballity) Dherivative {E¥rotive Perifos) e thoenoss Tesd n
June 30 dune M Xwweber Monahs Ended Juse 3
Mt investment hedges 5 i 5 2 : 2} 5 (5)
Tatal 1271 E_l E'_I E}
Amoani of Gain o {Las)
Derisatlves Nat Dk | s Mgl Soalboii] A L] Heeogniaed n Incess on
Leutrmments {Emding Balasce) Falr Vb Auaet {Liahality ) Ehwrinatinet 1
e 31 Turhe & [
Foreign currency contracts 5 12,348 5 261 5 (1.047)
Commodity contracis — — (5}
Total IH 261 [@

{13 The gain or kes roclassificd from accamulated OC] into income 15 inchided in the consolidated statement of camings & follows: interest rate
contracts in interest expense, foreign curmency commracts In SGEA and interest expenie, commodity contracts in coat of products sold and net
investment hedges in interest expense.

During the next 12 moaths, the amoumt of the June 30, 2009 0CT balance that will be reclassifbed 1o eamings is expected 1o be immueral, [n

addition, the total notional smoum of contracts outstanding at the end of the period is indicative of the level af the Company” 1 derivative activity

during the perind.

Amouants m millions of dollars except per shore amounts or as siherwize specified,
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NOTE &
EARMINGS PER SHARE

et earmings less prefermed dividends (oet of relsed fox benefits) are divided by the weighted average number of common shares outstanding during
ihe year to calculate basic nel eamings per commen share. Diluted net eamings per commen share are calouloted 1o give effect 1o stock opaions and
ather slock-based wwards {(scc Note 7) and sssume conversion of preferned stock {sec Note 8.

Met eormnings and compvon shares wsed 1o calculate basic and diluted et camings per share wene as follows:

Yiury ruded Juwn e s I
NET EARNINGS FROM CONTINUING OPERATIONS 511,293 SIL798 510063
Preferred dividends, net of tax benefit (192) (178} i1}
NET EARNINGS FROM CONTINUING OPERATIONS AVAILABLE TO COMMON

SHAREHOLDERS 11101 11,622 9.002
Preferred dividends, net of tax benefit 192 176 Il
DILUTED NET EARNINGS FROM CONTINUING OPERATIONS 11,293 11798 10063
Met eamnings from discontinued operations 2143 277 77
NET EARNINGS 336 12075 Iﬂ&
Hhure b millions: Yoars eeded Joss L R Joo?
Basic weighted average common shares outstanding 10523 30808 11590
Effect of dilutive securities
Conwversion of proferned shares!! 130.2 1442 1494
Exercise of stock options and other unveated equity awards™ 617 918 S0.0
DILUTED WEIGHTED AVERAGE COMMON SIHARES OUTSTANDING 31541 33168 3.398.6

{1y Despite bemg included currently in diluted net camings per common share, the actual conversion (0 common stock occurs pursunnt to the
repaymient of the ESOPs" abligations through 2035,

{2y Approximately %2 million in 2002, 40 million in 2008 und 41 million in 2007 of the Company” « outzianding stock options wene mol fncluded
in the diluted met camings per share calculstion beeause the options wers ot of the monev or 1o do so would have been antidilutive (i.e. the
toinl proceeds upon exercise wolld have exceeded ihe market value of the underfymg common shares),

NOTE T
STOHCK-BASED COMPENSATION

We have stock-based compensation plans unsder which we annually grant siock option and restricied stock awards 1o key managers and direetors,
Exencise prices on oplions granted have been and continue to be sct equal to the market price of the underlying shares on the date of the grant, The
key manager stock option swards gramted since Seplember 2002 are vested afler three vears and have a 10-vear life. The key manager stock option
awards granted from July 1998 throwgh August 2002 vested alter three years and have o 1 Syear life, Key manmgers can elect 10 recive up o 50%
of the value of their option award in restricted stock units (RSUs) Key monager RSUs are vested and settled in shares of common stock five yvears
from the grami dute. The swards provided o the Company’ s directors are in the form of restricted stock and BSUs. In addition 10 our key manager
and director grants, we make other minor stock option and RSL grants 1o emphoyees for which the terms are not substntially difTerent.

A total of 229 million shares of common stock were authorized for issunnce under siock-based compensaiion plans appooved by shaneholders in
2001 o 2003, of which 12 million remain available for grant. An additional 20 million shares of common stock available for Esuance under a plan
approved by Gillette shereholders in 2004 were assurmed by the Company' in conjusction with the acquisifion of Gillette. A total of 10 million of
these shares remain avnilable for grant under this plan.

Total stock-based compensation expense for stock opiion grants was $460, 3522 and $612 for 2009, 2008 and 2007, respectively, The 1otal income
1mx benefit recognized in the income statement for these stock-hased compensation armangements was $126, $141 and $163 for 2004, 2008 and
2007, respectively, Total compensation cost for restricted stock, RSUs and ather stock-based grants, was $56, 533 md $36 in 2000, 2K and 2007,
respectively

In ealeulating the compensation expense for stock options gramted, we uiilize a hinomial litice-based valustion model. Assumptions uitized in the
masdel, which are evaluated and revised, as necessary, 1o reflect market conditions and experience, were a3 follows:

Vrar enilield Jose 3 ] b L] oy
Imerest rate 07-38% 13-38% 43-48%
Welghied average inieresi mie 6% 14% 4.5%
Diiwiglend yield V% 1.9% 1.9%
Expected volatility 18-34% 19-25% Fi—2rs
Weighted avernge volstility 2% 204 198,
Expected life in vears 87 B3 27

Ammounns in millions of dollars except per share amounts or 28 otherwlse specified.
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Bacause |lanice-based option valustion models incorporats rmnges of assumptions for inputs, those ranges are disclosed [n the preceding ble,
Expected volatilities are based on @ combination of historical volmility of our stock and implicd volatilithes of call options on sur stock. We e
historical data 1o estimate oplion exercise and employes teemination patierns within the valuation maodel, The expected lite of options granted is
derlved from the output of the option valuation model and represents the average period of tine that options granied are expecied to be outsianding.
The imterest mie for perds within the contractunl life of the options is based on the LS. Treasury yviekl curve in effect at the time of gant.

A sumirnny of options outstending uinder the plans a8 of June 30, 2009, and activity during the veor then endad s presented below:

Wrighied Avg.

Wirighted Avg o b s |n.r1-in':'u
Opiions fu thaunssds Dption Ensrgine Price. i o iflirny
Outstanding, beginning of vear nnT 5 4825
Girmmted AT.623 20,30
Exencised (16,199 48
Canceled _{L284) 57.62
OUTSTANDING, ENDOF YEAR 357317 4583 6.3 5 2084
EXERCISABLE 289,362 44.93 54 1,984

The weighted aversge grant-diste fair value of opiions granted was 511.67, $15.91 and £17.29 per share in 2008, 2008 und 2007, respectively. The
todnl intrinsic value of options exercised was S434, 51,129 pnd 5854 in 2009, 2008 and 2007, respeciively. The total gramt-date fair valoe of options
it vested duiring 2009, J008 sl 2007 was 5537, 3532 and $552, respectively, W have no specilic poliey 1o repurchase common shares o

mitigate the dilutive impact of options; however, we have historically made sdequate discretionary purchases, based on cash availability, market
wends and other factors, w satisty stock option exercise actvity,

Al Jupe 30, 3009, there was 3524 of compensation cost that has not yet been recopnized related vo stock swards. Thid cost is expecied 1w be
recognized over m remmining weighted sverage period of 2.0 vears,

Cash received from options exercised was $634, £1,837 and $1.422 in 200/, 2008 and 2007, respectively. The actual tex benefit realized for the tax
deductions from aption exercises intnled S146, $318 and 5265 m 2009, 2008 and 2007, respectively.

NOTE &

POSTRETIREMENT BENEFITS AND
EMPLOYEE STOCK D'WNERSHIP PLAN

We olTer varlous postretirement benefits 1o our employees.

Defined Contribution Retirement Plins

We have defined confribution plans which cover the majonty of our LS, employvess, a5 well s emplovess in cerfain othier countries. These plans
are fislly funded. We penerally make contributions 10 participants’ scoounts based on individual base salnries and vears of service, Total global
defined comribution expense veas 3364, 5290, and 5273 in 2000, 2008 and 2007, respectively.

The primary U %, defined cantribution plan (the LLS, DC plan) comprises the majority of the balances and expense for the Company” s defined
contribution plans. For the LS. DC plan, the contribution rate is sot annually. Total contributions for this plan approximated 15% of total
participants’ annual wages and salaries in 2009, 2008 and 2007,

We maintain The Procter & Gamble Profit Sharng Trust { Trust) and Emplovee Stock Ownership Plan (ESOP) to provide a portion of the funding
for the ULS. DC plan, as well 68 other retiree benelits. Operating details of the ESOP are provided ot the end of this Note, The fair value of the
ESOP Sermes A shares allocated to participants reduces our cash contnbution required 1o fund the LLS, DC plan

Defined Bemellt Retirement Plans and (iher Retiree Benefits
We ofTer defined benefit netirement pension plans o cenain employees, These benefits relate primaorify 1o foes) plans outside the LS, and, to a
lesmer extent, pluns assumed m the Gillette acquisition covering ULS. emplovees,

We dlso provide certaim other retiree benefits, primarily health care and life insurance, for the majority of our U5, employees who become eligible
for these benefits when they meet minimum age and service requirements. Generally, the health care plans require cost sharing with retirees and pay
a siated percentage of expenses, reduced by deductibles and other coverages. These benefits are primarily funded by ESOP Series B shares. as well
a3 eeriain other asscts contributed by the Company.

Amounts in millions of dollars except per shane amounts or as elherwise specified,
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Crhdigarelon amd Fuded Srarus. We wse 8 June 30 measurement date for owr defined benefit retirement plans and other retiree benefit plans. The
Following provides i reconcilintion of benelin obligations, plan swets and funded sentus of these plans:

Vinskin Besins 1! Ihher Ritbies Renetis! !
Voars onded Jone T B IS T BN T
CHANGE IN BENEFIT OBLIGATION
Benefin obligation at beginning of year ! SI0095 S 9819 § 3553 53558
Service cost 214 263 91 L
Inbencst cost 551 539 243 226
Partizipants’ contributions 15 1 55 g
Amendmenis 47 52 — (1}
Mctuarinl {gain} lpss 456 (655) 186 (232}
Acquisitions idivestiires) i3 (7 (17 v
Curtailments and scttlemenis 3 1] -_— (3}
Specu ermination benefits 3l I 16 2
Crirrengy transfation and other (867} 542 27 67
Bencfit payments (495) (505} (216} {207
BENEFIT OBLIGATION AT END OF YEAR® 1016 0003 _ 3938 3553
CHANGE IN PLAN ASSETS
Fair value of plan assets nt beginning of year T35 Ti350 L5 3390
Actunl return on plan sseis (407} {459) (6TH) (29
Acquisitions {divestitunes) —_ - — —
Employer contributions 657 507 18 21
Participants” contributions 15 14 L1 L]
Currency translation and other [68H) ElLS 4} I
ESOP debt mpactsth _— -_ 4 7
Benelit payments [EELH] (505 (226} 1 20r)
FAIR VALUE OF PLAN ASSETS AT END OF YEAR 6310 T.225 2,354 325
FUNDED 5TATUS (3.706) (2870} (1.534) {328)

{1y Primarily mon-L.S.-based defined benefin retirement plans.

(2% Prmarily U5 ~based other postretirement benefit plans.

{3} Forthe pension benefit plans, the benefit obligation is the projected benefit abligotion. For other retiree benefit plans, the benefit obligation is
the sccumulated postretirement benefit obligation.

{4y Represenis the net impact of ESOP debt service requiremenis, which is netied against plan ssseis for Other Retinee Benefils.

o [rusion Benafits Lty Mesirew Bemufies
Nears ended Jume 3 - A DY Ao
CLASSIFICATION OF NET AMOUNT RECOGNIZED
Moncurrent asscts 5 11 5 33 8 — £
Current [iability (413 (25} (18} (16}
Moncurrent lishiline {3,798} (3,146) (1,516} {312}
NET AMOUNT RECOGNIZED m [LAT jl.ﬂ!} lilﬂ}
AMOUNTS RECOGKIZED IN ACCUMULATED OTHER COMPREHENSIVE

INCOME  ACCT)
Wet nctuarial loss 1976 715 1560 578
Prior service coaf {eredit) 237 213 1152) {175}
RET AMOUNTS RECOGNIZED 1IN ADCH _I,E 928 1.708 A3
CHANGE IN PLAN ASSETS AND BENEFIT OBLIGATIONS RECOGNIZED IN
ACCUMULATED OTHER COMPREHENSIVE INCOME (AQCHH

et actuarial [oss — current vear 1,338 36] 1,309 126
Prioe service cost (eredil) — curremt year 47 52 — {11y
Amortization of net octuarial hoss v % 2) 7
Amortizition of prior service (cosi) erodit {14} {14} 23 21
Seitlament/ Curtmdlment caost — 30) — 12}
Currency translation and other (B4} 19 25) 24
TOTAL CHANGE IN ADC] 1275 a7 1,308 251
MNET AMOUNTS RECOGNIZED IN PERIODIC BENEFIT COST AND AQCI 1,616 G0 1088 33

The underfunding of pengion benelits s primarily o function of the different Tunding iscentives that exist owside of the ULS, In certain countries,
there mre no legal requirements or fimancial incentives provided w companies 1o pre-fund pension obligatians, 1n these instnces, benefit puvments
are typically poid directly from the Company” s cash as they become due.

Armwunts in millivas of dollars except per share pmounts or as atherwise specificd.
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The accumulated benefh obligation for all defined benefit retivement pension plans wis $8,637 and $8,750 at June 30, 2009 and June 30, 2008,
reapectively, Pershon plans with sccumulated benefit obligations in excess of plan sssets and plans with propected benefin obligmtions. in excess of
plan sesets condist of the following:

Bewetli Prujuctsil Braefil
Daligatiaon E voreds the tihBigation Fropeds the
Pair Value of Pla Awects Falr Vil of Plas Asers
Vmrs cilod Junc 58 ol I 2y !
Projecicd benefit abligation 5 6509 § 35777 & 9033 5 7987
Accumulated benefit obligation 5,804 4,658 7,103 6,737
Fair value of plan assets EN K] 153 5194 4,792
Nex Periodic Bengfit Coxi. Components of the net perodic benefit cost were as fiollows:
il Rengfios_ ___(Wher Betiees fewifin __
Vears ended Jums 38 T oo g gwe oo T
Service cosl £21l4 5263 S22 S 91 5 95 5 BS
Intenest cost 551 539 476 43 . s
Expected retum an plan assets M7H (35T (454) (44 (439 (a0T)
Prioe service conl {eredil) amertization 14 14 i3 (23) 21 (2}
et actuarial loss amortization 9 4 43 z 7 " 4
Curtailment and settlement gain [ (36h 1176 — (1 (1
GROSS BENEFIT COST (CREDIT) 4 3 153 (131) 123 {137
Dividends on ESOP preferred stock aa 3 — (B&)  (95)  (B5)
KNET PERIODIC BENEFIT COST (CREDIT) 341 183 FII} 115 _@}

Pursuant to plan revisions adopted during 2007, Gilletie" s 11,5, defined benefit refirement pension plans were frocen effective Jamsary 1, 2008, 5t
which time Gilleite employees in the LS. moved into the Trst and ESOP. This revision resulied in a $154 curiailment gain for the year ended June

30, 2007,

Anpouits expected o be amonized from sceumilizted other comprehensive income ko ned period benefit cost during the vear ending June 30,
2010, nre e follows:

1rwiva CHbser Raliren

) Bermie i —Bewflis

Met nctuarial loss 5 92 5 10
Prior service cost (credit) 13 (213

Assientpilons, We determine our sctuarial assumptions on en mwal basis. These assumpiions are weighted 1o reflect each counry that may have an
impact on the cost of providing retirement benefits. The weighted average assumptions for the defined benefit and other retires benefit caloulations,
a5 well as assumied health care rend rates, wene as follows:

Vemidem [henefin (e [

Vears wniled Jimme 3 ETE EL FLTL]
ASSUMPTIONS USED TO DETERMINE BEXEFIT OBLIGATIONS
Discount rie 6,0 6. 3% 6.4% 6. 9%
Rate of compensation incresse 17% 3.7% -_— -
ASSUMIPTIONS USED TO DETERMINE NET PERIOINC BENEFIT COST®
Discoant mte 63% 55% 65 6.3%
E:p:mcl refum on plu.nmm T.4% TA4% 23% 9.3%

ol compensation increase iM% A% _ —
ASSUMED HEALTH CARE COST TRENID RATES
Healh care cost rend rates assumed for pext yenr —_ N Bae b%
Rate 1o which the health core cost tresd mie is sssumod 1o decling {ultimate mend mie) — - 5.0% 5.1%
Y¥ear that the rate reaches the ultimate trend rate — - 016 015

{1} Dictermined as of end of vear.
(2} Determined as of beginning of vear ond adjusted for acquisitions.

Several factors are considered in developing the estimate for the long-term expected mie of return on plan assets. For the defined benefit retirement
plans, these inclsde historical mbes of return of Froad equity and bond indices and projected long-term rates of relurm obisined from pesion
investment consultants. The expected bong-term retes of retumn for plan assets are 5% — 9% for equities and 3% - 6% for bonds. For other refiree
benefit plans, the expected long-term raie of return reflects the fact that ihe assets are comprised primarily of Company stock. The expecied rate of
retum on Company stock is based on the long-term projected retum of 2, 5% and reflects the historical pattern of favorable returns,

Assumed health care cost trend rates could have a sighificant effect on the amounts reponted for the other retires benefit plans. A one-percentage
poind change in assurmed health care cost tremd rates wouldl hove the following eifects:

Chie-Periintags One-Pertntagn

Pulni lmsrrvass Podwi [heereans
Effect on total of sexvice and imterest cost companents £3 kY 5 {46}
Effect on postretirement benefit obligation 549 {447)

Amounts in millions of dollars except per shore amounts or a8 stherwige specified,
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Plan Assers. Chur target asset allocmbon for the vear ended Juna 30, 2000, and actusl assst allocation by mast category a3 of Jume 30, 2009 and 2008,
were as fhllows:

Tl 1 A IR
i
Assel Cubogary Pensin Hesefitg Heneling
Equity securities't 45% 93%
Dbt socuritios 55% T
TOTAL NP L
— i
At A\ Bsraiinn ai June 30
Pemsbon Bewclits Thiker EH% 5
Anset € alegoay EC) 30w N N
Equity sectrities ' 42% 45% 93% [0
Debt securities 51% 0% T A%
Gk 6% gL = =
Real estate 1% % — —
TOTAL duos  doew o _100%

{1} Equity securities for other retiree plan assets include Company stock, net of Series B ESOPF deba, of 52,064 and 52,809 as of June 30, 2009
and 2008, respectively.

Qur invvestment objective fior defined benefit retirement plom gssets is 1o meet the plans” benefit obligations, while minimizing the poential for
future requlred Company plan contributions, The investment strategies focus on asset class diversification, liquidity 1o meet benefit pavments and
an appropriate balance of long-tenm investment return and risk. Target rmnges for asset allocations are determined by marching the actuarial
prajections of the plans’ fisure linhilitics and benefit payments with expected long-term rates of retum an the nssets, inking into sccount investment
reiurn volatility and comelatbons scross assei classes. Plan assets are diversified across several investment managers and are generally invested in
Heuid funds that are selacted to wack broad market equity and bond indices. Investment risk is carefully controlled with plan assets rebalanced 1o
arget allocations on o periodic basis and confimel monitoring of investment monagess” performance relative to the investment guidelines
established with cach invesiment manager

Cusly Flows, Mumpement” s beat estimane of cash requirements for the defined benefit retirement plans snd other retiree benefit plans for the vear
ending June 30, 2010, s approximately S616 and 524, respectively. For the defined benefit retirement plins, this is comprized of $178 in expeciad
benefit poyments from the Company directly to participants of unfunded plans and 3438 of expected contributions to funded plans. For other retiree
benelit plans, this s comprised of expected contributions thit will be wsed direcilly for benelil payments. Expected contributions ane dependent on
many variables, including the variabality of the morket value of the plon assets a5 compared 10 the benefit obligation and saher murket or regulatory
conditions. In addition, we take into consideration our business invesiment opporiunities and resulting cash requirements. Accordinghy, actual
funding may differ significantly from currend estimates.

Total bersefit payments expecied 1o be paid to participants, which include paymenis funded from the Company” s ssseis, as discussed above, as well
as payments from the plans, ane as follows:

Penuna Mbkgr Rptirrr
Years snding Juwe 30 Benefins
EXPECTED BENEFIT PAYMENTS
2010 3 499 4 154
n A% il ||
2012 507 217
2003 428 232
2014 353 247
2015-2019 3,09 1453

Emplovee Stock Owaership Plan
We rmaintain the ESOP w provide funding for cenadn empboves benelits discussed in the preceding paragraphs.

The ESOP borrowed 51.0 billion in 1989 and the proceeds were used to purchase Series A ESOP Convertible Cluss A Preferred Stock 1o (umd o
portion of the LS, DT plan. Principal and imerest requirements of the borrowing were paid by the Trust from dividends on the prefermred shares and
from advances provided by the Company, The original borrowing of $1.0 billion has been ropaid in full, ond sdvances from the Company of 5178
reniny orutstmdingg ol June 30, 20080, Each share is convertible o1 the option of the halder into one shane of the Company " s common stock, The
diviclend for the current yesr was egual fo the comman stisck dividend of §1.64 per shire. The Diguldation value is 3682 per share,

I 19801, the ESOP borrowed an additional $1.0 billion. The peoceeds were used to purchaze Series B ESOP Canvertibbe Class A Preferred Stack o
fund & portion of retiree healih care benefits, These shares, net of the ESOP" s debl, are considered plan assets of the Other Retiree Benelits plan
discussed above. Debt service requirements are fumded by preferred stock dividends, eash contmbuotions and advinces providesd by the Company, of
which 5264 is ouistanding &t June 30, 3%, Each share is converiible at e option of the holder into one share of the l'_'uuq;.u.ny'snmumu stock.
The dirvidemd for the current year was equal o the commeon stock dividend of $1.64 per share, The liquidetion value s 51296 por share.

Our ESOP accounting practices are consistent with current ESOP accounting guidance. including the permissible contimeation of certain provisions
from prior scvounting geikance. ESOP debt, which is guarantesd by the Company, is necorded as dobt (see Mote 4) with ancoffset to the Reserve for
ESOP Deht Retirement, which is presented within Sharchalders” Equity. Advances to the ESOP by the Company are recorded 03 an ingrease in the
Heserve for ESOP Debt Retirement, |nterest incurred on the ESOP deb is recorded as interest expense. Dividends on all preferred shares, net of
related fax benefity, are charged 1o retained enminga.
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The zeries A and B preferred shares of the ESOP are allocated to employees bazed on debt service requirements, net of advances mnde by the
Company to the Trust, The number of prefemred shares outstanding a1 June 30 was a3 follows:

Ehared in thosishds e ol
Allocaned 6818 38557 60402
Linallocated 16651 18665 20807
TOTAL SERIES & J3460 TIOM KIOK
Allocaed 20991 27,034 20,105
Unallocaied 42,522 43618 44542
TOTAL SERIES B 63513 4,752 sﬁfm

For parposes of caloulnting diluted net camings per common share, the preferred shanes held by the ESOP are considered converted from inceptinn.

In ¢omrection with the Gilletie acquisition, we sssumed the Gillette ESOP, which was established o assist Gilletie employees in financing retiree
medical eosty, These ESOP accounts are held by participants sml must be used to reduce the Compamy” s other retiree benefi obligations. Such
accounts reduced our obligathon by $171 o June 30, 2004,

NOTE 9
INCOME TAXES

Income taxes are recognized for the amount of taxes payable for the current vear and for the impact of deferred tax [iabilities and sssets, which
represent future kax consequences of evenits that have been recognized differently in the financial statements than for tax purposes. Delerred ax
axsets and linhilitics wre cstablished wing the enacted statutory tax rcs and ore adjused for any changes in such rates in the period of change.

Eamings from continulng operations before ncome taxes consisted of the following:

Niars enidrd Jumr 3 Tt Tt
Linnted Stages $EOM 5 Ra02
Intermatiomnal 6,936 - J= e
TOTAL 15.632 14,264

The provision for income taxes on continuing operations conststed of the following:

International and other

Vears ended Jwse 5 150N iy
CURRENT TAX EXPENSE
LS. fiederal 5 850 52511
International L5346 1
LIS, state and local 214 112
Zew 394
DEFERRED TAX EXPENSE
LS, federal 267
(33)
1214
3834

TOTAL TAX EXPENSE

lElelen [els2E B e

A reeonciliation af the ULS. federal statutory income tnx mie 1o our sciunl imcomse tax mbe on continuing operalions is provided babow:

Yeurs ended Jume 89 E. - . FL o8

LS. federal statubory [ncome 12x rae B0 3500 350%
Coamntry mix impacis of foreign operations 6.9% 684 45%
Income tax reserve adjusiments 2% 32N A3
Other 6% 03% 0
EFFECTIVE INCOME TAX RATE E’ﬁ EE“ E._S‘ﬁ

Inesme tix reserve sdjustments represent chunges in our net liability Gor wmrecognieed tax benelits relsted to priee yeor tax positions,

Tax benefits credited 1o shareholders’ equily tnialed $556 and $1,823 for the vears ended Jume 30, 2009 and 2008, respectively, These primarily
relote 1o the tax effects of met investnient hedges, excess tax benefiils from the exercise of siock options and the impacts of cenain adjustments 1o
pension and other retires benelit obligations recorded in sharcholders’ cquity.

We have undistributed earnings of foreign subsidiaries of approximutely $25 billion ut June 30, 2004, for which deferred taxes have not been
provaded. Such earnings ane conssdered indefinitely imvested inthe forgign subsidiaries. 11 such camings were repatriated, additsonal 1o expense
miay resull although the caleulation of such additional taxes ks not practicable.

On July 1, 2007, we adopted new accounting guidance on the accounting for uncentainty in income tixes. The adoption of the new guidance
resudted in o decrease to retained enmings os of July 1, 2007, of 5232, which was reflected o 0 comulative effect of a chunge in sccounting
principle, with a comesponding increase 1o the net lability for unrecognized 1ax benefits. The impact primarily veflects the acerual of addithonal
statutory imterest and penaBtics as reguined by the new sccounting gusdance, partially offset by adjustments i existing unrocognized tux benefits fo
comply with measarement principles. The implementation of the new guidonee also resulted ina reduction

Amounts in millions of dollars excepd per share amounts or a3 otherwise specified.

158/178



EDINETOOOO
OOo00oDOo0oDo0ooo00oogOoOoO(Eeos760)
oOoOooodn

68 The Procter & Gumble Company Motes to Consolidated Fimancial Statements

in our net tax Rabilites for uncertain s positions related ro prior acquisitions accounted for under purchase accounting, resulting in an S80
decreme o goodwill, Additionaily, (e Company historically classified unrecognised tax benelits in cumment taxes pavable. As i result of the
adoption of the new guidance, unrecognized ey benefits not expected 1o be paid in the pext 12 months were reclossified 1o other noncernent
Habilities,

A reconcihation of the begmming and ending linbality for unrecognazed tux benofits 15 e follows:

- | .
BEGINNING OF YEAR SLS8Z 82971
Inerenses in 1ax positions for prior yeurs 116 T
Decreases in tax positsons for prior years (485) (576}
Increases in tax positions for current vear 125 375
Settlements with taxing suthorities amy 260
Lagse in statute of limitations (6H) 200
Currency translation (195) 10g
EXD OF YEAR k] 2.582

The Company ks present inover 150 twxable jurksdictions, mnd m any point b time, los 50 — 60 sudits underway ol viiriows stages of completion. We
evoluste our tx positions and establish labilities for uncertain tox positions that may be challenged by local authortties and moy not be fully
sisiained, despite our beliel that the underlying tax positions are fully supportable. Unrecopmized tix benefils nre reviewed on un ongoing basis and
are sdjusted in light of changing fects and circumstances, including progress of inx audits, developments in case law, and closing of statute of
limitations. Such adjustments are reflected in the tax provision as approprinte. The Company has made a coneerted effort to bring it mudit inventory
10 i mre exrend position. We have dome this by working with tax authoritics to conduet audits for several open years al once. We have lax vears
open ranging from 1997 and forward. We nre generally not abbe to relinbly estimate the nitimate settiement amounts until the close of the mdic
Whibe we do not expect material changes, it is possible that the amount of unrecognized benefit with respect to our uncertain 1ax positions will
significontly incremse or decrease within the nexy 12 months related (o the sinlits described shove. At this time we e mosl able o make a ressoanble
estimate of the range of impact on the balance of unrecognized ax benefits or the impact on the effective tax rate related to these Teme.

Included in the total lability for unrecognized tux benefit &t June 30, 3009 s $1.381 that, il recognizad, would impact the effective tax rte in {inure
periods.

We recognize sccroed bvierest and penaliies related to unrecognized tax benefits in income tax expense. As of June 30, 2000 and 2008, we had
accrued intercst of $636 and 3656 and penaltics of 3100 and $155, respectively, that are not inclisded in the above table, During the fiscal years
ended June 30, 2000 and 2008, we recognized 5119 and 5213 in inferest and 5(4) and $35 in penaities, respectively.

DPefemed income tax assets and labilitics were comprised of the following:

dmng M a0 -
DEFERRED TAX ASSETS

Pension and postretirement benefits § 1395 5 633
Stock-based compensation LiR2 1.2
Unrealized boss on financial pnd foreign exchange imnsactions -rird 1.274
Loss amed other carry forwards 429 482
Cioodwill and other intangible msseis 331 26T
Arcroed marketing ond promotion expense 167 125
Acerued interest and mxes 120 123
Fixed asses 14 by
Invemony 97 114
Advanee payments 15 nz
Other BRS 1045
Valuation allowances (LY (173}
TOTAL EIB 5377
DEFERRED TAX LIABILITIES

Goodwill and other imangible assets 11,921 12,371
Fixed assers 1654 1.8a7
Other 146 151
TOTAL T L

Met operaring boss carrvforwands were 51,428 and 51,515 ot June 30, 2008 and 2008, respectivety, 1§ unosed, $462 will expire berween 2000 and
2029. The remaincder, totaling 5966 al June 30, 2009, may be carried forward indefinitely.

NOTE 10
COMMITMENTS AND CONTINGENCIES
Gunrantees

In conpusction with cerain tramsactions, primanily divestitures, we may provide rosine indemnifications (e.g., indemnification for representations
and warmnties and retention of previously existing environmental, tax and employee Habilities) which terms mnge in duratton und kn some
circumstanoes ane nod explicntly defined, The maximum obligation under some indemnifications is also not explicitly steted eod, as 3 resulf, the
overall amount of these obligations canmot be reasonobly estimated. Other than obligations reconded as labilities 4t the time of divestiture, we have
mot meade significant payments for thess indemmifications, We belive that il we wene (0 wcur 8 loss o sy of these mialters, the boss would ot
have o material effect on our financial position, results of operations or cash flows
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In certain situations, we guaramtes kuans for suppliers and custonsers, The ol amount of guarantees issued under such armngements is not
material

Amounts immillions of dollars except per share smounts or os atherwise specified.
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(HT-Balance Sheet Arrangeents

We do not have off-balance sheet financing arrangements, including vanahle interest entities, that have a material impact on our frrmncial
slatements.

Purchase Commitments

We have purchase commitments fior muterials, supplies, services and property, plant and equipment as pll'tnfﬂu normal course of business.
Commiiments made under take-or-pay obligations are as follows: 2010 — $1,258; 2011 — $872; 2012 — S787: 2013 — $525; 2014 — $156; and
S0 thereafter. Such amounis represent fimure purchases in line with expeeted usage fo obitain fivorshle pricing. Approximafely 43%5 of our
purchase commitments relate o service contracts for information technology, human resources management and facilities management activities
thart v boen outsourced 1o thind-pary supplices. Due to the proprictary mture of many of our moterinks and processes, oonain supply comracs
contain penalty provisions for early termination. We do not expect o incur penalty poymems under these provisions that would maserially affect our
firuncial position, results of operations or cash Nows.

Operating Leases

We bease cortain property and equipment for varying periods, Fufure mimimum rental commitments under noncancelable operating leases arc as
Follows: 2010 — S305: 2001 — $272: 2012 — $2323; 2013 — £300; 2014 — S176: and $442 thereafter. Operating lease obligations ane shown net
ol gumrmnesd sublease income

Livigation
We nre subjoct (o warioim legal procesdings and claims arising o of vur business which cover s wide range of matters such as povernmental
regulations, antitrust and trede regulations, product liability, patent ond trodemark matbers, imcome toxes and other octions.

As previously disclosed, the Company is subject to a variery of investigations into potendinl competition kaw violations in Europe, including
investigations initiated in the fourth quanier of fiscal 2008 by the European Commission with the assistance of nutional authoritics from & varicey of
countries. Wie believe these maiters involve s number of other consumer products companies and/or retail customers. The Company” s policy is to
comply with all baws and regulations, ncluding nll antitrast and competition lows, and to cooperate with investigations by relevant regulatory
autharities, which the Compuny is doing. Competition snd antitrust lnw inguiries often continue for several vears and. if violations are found, con
el in substantial fines. In other industries, fines have amounsed o hundreds of millions of doliars. A1 this paint, ne significant formal ekaims
have been mode agninst the Company or any of our subsidiaries in connection with any of the above inquiries.

In response o the actions of the European Commission ond national suthorities, the Company has launched its own intemnal investigaiions intg
potential viokitions of competition laws, some of which are ongoing. The Company has idenfificd violations in certain European countrics and
approprists actions are being taken, 1t &5 still to0 early for us to reasonably estimate the fines 1o which the Compaiy will be subject &5 o result of
these competition Law issues, However, the ullimate resolution of these matiers will likely resull in fines or other cosis that could materially impace
our income statement and cash flows in the period in which they are sccroed and poid, respectively. As these matters evolve the Company will, if
mecessary, recognize the appropriate reserves.

With respect to other litigation and clams, while considersble incerainty exists, in the opinion of mmmagement and our counsel, the aliimite
resalation of the various lawsuis and claims will not msterially affect our Naancial position, resulis of operations or cash Mows.

We are also subject to contingencies pursuant (o environmental liws and regulations that in the fulure may require us 1o lake action fo commect the
effects on the environment of prior manufscturing and waste disposal practices. Based on currently available informotion, we do net believe the
ulimage resolusion of envionmental remediation will have n material adverse effect on our financial pasition, results of operations or cash flows.

NOTE 11
SEGMENT INFORMATION
Through Feeal 2005, we were organized under three GBL's as follows:

. The Beauty GBL ncludes the Beauty end the Grooming businesses. The Beauty business Is comprised of cosmetics, deodomnts, prestige
frgrances, hair care, personal cleansing wd skin care, The Grooming business includes blades and roors, electric hair removal devices, fice
and shave products and home apgplinnoes.

. The Healih and Well-Being GBU includes the Health Care and the Snacks and Pet Care businesses. The Haalth Care buginess includes
feminine care, oral care, personal heahih vare and pharmaceuticals, The Snacks and Pet Care business includes pet food and snacks.

. The Household Cane GBS includes the Fabric Care and Home Care as well as the Baby Care and Farmnily Care businesses. The Fabrie Care
and Home Care business includes air care, batteries, dish care, fabric care and surface care, The Baby Care and Family Core business inclodes
baby wipes, bath tissue. diapers, facial tissue and paper wwels.

Uinder U_S. GAAP, we have six repomable segmenm: Beaury; Grooming: Health Care; Snacks and Pet Care; Fabric Care and Home Care: and Baby
Care anel Famnily Care. The accounting policies of the businesses are generally the same as those deseribed in Note |, Differences between these
policies uml US. GAAP primarily rellect: incoms tses, which are reflected i the businesses using applicilile blencded statutory mtes, the recording
of Tioced assers ot historical exchange rates in centain high-inflaion economies; and the treatment of certain unconsolidated investees. Certain
unconsolidated invesiees are managed as imegral paris of our business unlis for management reponing purpeses,

Amounts in millions of dollars except per shure amounts or a5 olherwise specified.
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T0 The Procter & Gumble Company Motes to Consolidated Fimancial Statements

Aceordinghy, these partially owned operations are reflected a3 consolidated subsidiaries in segment reaults, with [00% recognition of the individual
income simement line Hems through before-tax earnings. Eliminations to adjust these Hine lems (o 1S, GAAP are included in Corpemte. [n
determining afier-tax earmings for the businesses, we elininate the share of esrmings applicable to other owmership interests, in a manner similar 1o
mtinority inlerest and apply stalutory iax rabes. Adjustmenis to arrive a1 our elfective tax rale are also included in Corporate.

Corpornte includes certain opersting and nom=operating sctivitics that sre pot refleciod m the eperiting resulis used intemally to measure and
eviluate the busineises, & well as eliminstions 1o adjust management reporting pranciphes to U5, GAAP. Operating activities in Corporate indlude
the results of incidental businesses managed ot the corporate level along with the climination of individual revenues and expenses gencraied by
certain unconsolideted investees discussed in the preceding pormgraph over which we exert significent infleence, but do sot control. Operiting
elements also include certain emplovee benefit costs, the costs of certain restructuring-type activities 1o maintain o competitive cost structune,

m huding minnufacturing and workforee rationalization, and other general Corporate items. The non-operating clements in Corporate primarily
imehade interest expense, divestiture gains and interest and investing incoma. In addition, Corporate includes the historical results of cennin divested
businesses, Corporate sssets prinarily imolsde cash, investment securities and all goodwill,

The Company had net sales inthe ULS, of $31.1 billion, $31.3 billion and $30.3 billion for the years ended June 30, 2009, 2008 and 2007,
respectively. Assets in the LS. totaled $71.9 billion and $73.8 billion as of June 30, H609 snd 2008, respectively.

Our largesy cugiomer, Wal-Mart Svores, Inc. and itz affiliates, accounted for 15% of consolidated net sales in 2009, 2008 and 2007

Earmings from
Conlmuing et Earnbegs
Chprraviss From Tirga v aninn
Beiure Cuntinuing and Tatal Capheal
Silehyl Sopmred Remits Mpfgle  teesseTave Oppoliess, Amenigdey __Aweh | Eaeeediaee
BEAUTY GHU
BEAUTY 0% $18.7R9 5 3367 § 151 5 465 5 113M S M
R R H 3528 2730 45 12260 465
2007 17,889 3440 2611 419 11,140 431
GROOMING 20k 7.343 2,091 1492 710 26,192 -2
2008 82154 1299 1,679 739 27406 305
2007 7437 1,895 1,383 T AT a4
HEALTH AND WELIL-BEING GBLU
HEALTH CARE 009 13623 A 685 Laas 435 2373 k1)
2008 14578 374e 2,506 il 10,567 450
207 13,380 3,365 233 439 931 3
SNACKS AND PET CARE 200 3014 388 g 100 1382 T
008 3204 409 261 o2 161 78
2007 2965 3x 244 in 1,570 g
HOUSEHOLD CARE GBU
FABRIC CARE AND HOME CARE 009 13186 4,663 3032 578 13457 805
2008 23,714 5,060 3411 599 13,708 T3
2007 21,355 4,636 ERNLY 67 12,113 TG
BARY CARE AND FAMILY CARE 009 14,103 2517 1770 70 7.363 w02
R 13,598 270 1,728 B2 8102 763
2007|2726 229 L A0 &71 T3 769
CORPORATE™ pillty (1,329 {1,696) (200) 14 66,736 ey
o0k (1.415) (2,010 (51T L&l T 268 222
2007 {841} (1,784} (967) 135 68,18 257
TOTAL COMPANY 000 79,029 15,325 11,293 3082 1M 328
008 £1,74E 15,632 11,798 3138 143002 1046
007 T.E32 14,264 10,063 I081 135004 245

(1} The Corporate reportable segment includes the total assers and capital expenditures of the Coffee business prior to the divestitnre in
Moverber 2008,

Amounts inmillions of dollars except per share smounis or &s otherwise specified.
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MNotes to Consolidated Financial Statements The Procter & Gamble Company 71

NOTE 12
DESCONTINUED OPERATIONS

In Movember 2008, the Company completed the divestiture of our Coflee business through the merger of its Folgers coffee subsidiary into The 1M,
Smucker Company [Smuscker) noan all-stock reverse Morrs Trust ransaction. In connection with the merger, 35.7 million shares of common stock
of the Company were lemdered by shanchobiders and exchanged for all shares of Folgers common stock, resulting in an increase of treasury stock off
52466, Pursuant to the merger. a Smucker subsidinry meérged with and into Folgers and Falgers became a whally owined subsidiany of Smucker.
The Company reconded an afler-tax gain on the ransaction of 32,01 1, which is included in Net Eamings from Discontinued Operations in the
Comsolidoved Stmement of Enmings {or the vear ended June 30, 2009,

The Coffee business had historically been part of the Company” s Snncks, Coffee and Pet Care reportuble segment, as well as the coffee portion of
our awny-from-home business which is incheded In the Fabric Care and Home Care reportable segment. In accordance with the applicable
accounting guidance for the impairment or disposal of leng-Hved sssets, ihe resulis of Folgers are presented as discontinued operarsons and, as such,
have been excluded from both continuing operations and seygment resubts for all years presented, Following is selected financial mformarion
incladed in MNet Eamnings from Discontinusd Operations for the Coffee business:

\'E Fﬂ Junr E _& 0T
et Sales 3 668 3754 51644
Eamings from discentinued opemtion 21z 6 447
Income Ly expense (B0) {168) (170}
Ginin an sale of discontinued operation 1.R%% — —_
Deferred tax benefit on sale 115 — —
Met earnings from discontinued opermions 1,143 277 X7
NOTE 13
QUARTERLY RESULTS (UNAUMTED)
Cwmrurs Ended gt el el e JTotal Vowr
NET SALES 2008-2009 $I11.582 520,368 18417 S18,662 570029
2007-2008 19,799 21,038 F- 20,885 Rl 748
OPERATING INCOME 20E-200% 4,569 4,251 37 38m 16,123
2007-2008 4298 4,590 4013 3.736 16,637
GROSS MARGIN 20082009 RLR% SL6% S0.3% RL3% LR
2007-2008 53.2% i23% 5. 49.4% JL6%
NET EARNINGS:
Earnlngs from continulng operations I008-2009 % 3,375 £ 2962 § 15kS £ 14N 511,293
2007-2008 3004 31M 2,650 2.950 11,798
Eamtlngs from disconinued operationg 008-2009 T3 2,042 18 —_ Li43
2007 -200% 78 T B ity an
Met eamings 1008-2009 3348 A,004 1613 471 13,436
2007-2008 3079 3,210 2710 1016 12075
DILUTED NET EARNINGS FER COMMON SHARE:
Enemings from conthmsing operations 0082009 5 101 S 094 5 0K 5 080 05 15§
20072008 [LRE ] 0,596 L8, 050 356
Eamings from disconinued opemiions 20082009 002 064 000 —_ .66
20072008 oz 0.02 0.2 .02 0%
Diluted net earnings per commaon shire B0E- 2009 103 1.5% i 54 .50 4.26
2007-2008 092 0n9g 082 09z o4

Amounts in millions of dollers except per share amounts or as olherwise specified.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of The Procter & Gamble Company

We have audited the accompanying Consolidated Balance Sheets of The Procter & Gamble Company and
subsidiaries (the "Company™) as of June 30, 2009 and 2008, and the related Consolidated Statements of
Earnings, Shareholders' Equity, and Cash Flows for each of the three years in the period ended June 30,
2009. These financial statements are the responsibility of the Company's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such Consolidated Financial Statements present fairly, in all material respects, the
financial position of the Company at June 30, 2009 and 2008, and the results of its operations and cash
flows for each of the three years in the period ended June 30, 2009, in conformity with accounting
principles generally accepted in the United States of America.

As discussed in Note 9 to the Consolidated Financial Statements, the Company adopted new accounting
guidance on the accounting for uncertainty in income taxes, effective July 1, 2007.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the Company's internal control over financial reporting as of June 30, 2009, based
on the criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated August 14, 2009, not
included herein, expressed an unqualified opinion on the Company's internal control over financial
reporting.

/s/ Deloitte & Touche LLP

Cincinnati, Ohio
August 14, 2009
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