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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
(Mark One)

X QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2011
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from, to

Commission File Number: 1-11178

REVLON, INC.
(Exact name of registrant as specified in its charter)

Delaware 13-3662955
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

237 Park Avenue, New York, New York 10017
(Address of principal executive offices) (Zip Code)

212-527-4000
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past
90 days. Yesx Noo

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
t o s u b m 1 t a n d p o s t s u c¢ h
files). Yes x
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Smaller reporting
Large accelerated filer o Accelerated filer x Non-accelerated filer o company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the
Act). Yeso Nox

As of June 30, 2011, 49,050,628 shares of Class A Common Stock, 3,125,000 shares of Class B Common Stock and
9,336,905 shares of Series A Preferred Stock were outstanding. At such date, 37,544,640 shares of Class A Common
Stock were beneficially owned by MacAndrews & Forbes Holdings Inc. and certain of its affiliates and all of the
shares of Class B Common Stock were owned by REV Holdings LL.C, a Delaware limited liability company and an
indirectly wholly-owned subsidiary of MacAndrews & Forbes Holdings Inc.
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PART1 FINANCIAL INFORMATION

Item 1. Financial Statements

REVLON, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(dollars in millions, except share and per share amounts)

ASSETS

Current assets:

Cash and cash equivalents

Trade receivables, less allowance for doubtful accounts of $3.1 as of both
June 30, 2011 and December 31, 2010, respectively

Inventories

Deferred income taxes current

Prepaid expenses and other

Total current assets

Property, plant and equipment, net
Deferred income taxes noncurrent
Goodwill, net

Other assets

Total assets

LIABILITIES AND STOCKHOLDERS DEFICIENCY
Current liabilities:

Short-term borrowings

Current portion of long-term debt

Accounts payable

Accrued expenses and other

Total current liabilities

Long-term debt

Long-term debt affiliates

Redeemable preferred stock

Long-term pension and other post-retirement plan liabilities
Other long-term liabilities

Commitments and contingencies

Stockholders deficiency:

Table of Contents

June 30,
2011
(Unaudited)

$ 44.9

185.7
141.8
41.7
51.1

465.2
101.5
222.7
194.1
116.5

$ 1,100.0

$ 9.0

18.0
103.0
190.6

320.6
1,110.1
58.4
48.3
186.6
535

December 31,
2010

$ 76.7

197.5
115.0
39.6
47.3

476.1
106.2
2294
182.7

92.3

$ 1,086.7

8.0
88.3
218.5

318.5
1,100.9
584
48.1
201.5
55.7
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Class B Common Stock, par value $0.01 per share: 200,000,000 shares
authorized; 3,125,000 shares issued and outstanding as of June 30, 2011 and
December 31, 2010, respectively

Class A Common Stock, par value $0.01 per share: 900,000,000 shares
authorized; 49,993,559 and 50,000,497 shares issued as of June 30, 2011 and

December 31, 2010, respectively 0.5 0.5
Additional paid-in capital 1,013.3 1,012.0
Treasury stock, at cost: 667,150 and 532,838 shares of Class A Common Stock
as of June 30, 2011 and December 31, 2010, respectively (8.5) (7.2)
Accumulated deficit (1,534.5) (1,551.4)
Accumulated other comprehensive loss (148.3) (150.3)
Total stockholders deficiency (677.5) (696.4)
Total liabilities and stockholders deficiency $ 1,100.0 $ 1,086.7

See Accompanying Notes to Unaudited Consolidated Financial Statements
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REVLON, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS
(dollars in millions, except share and per share amounts)

Net sales
Cost of sales

Gross profit
Selling, general and administrative expenses

Operating income

Other expenses, net:

Interest expense

Interest expense preferred stock dividends
Amortization of debt issuance costs

Loss on early extinguishment of debt, net
Foreign currency losses, net

Miscellaneous, net

Other expenses, net

Income from continuing operations before
income taxes

Provision for income taxes

Income from continuing operations, net of
taxes

Income from discontinued operations, net of
taxes

Net income

Basic income per common share:
Continuing operations

Discontinued operations

Net income

Diluted income per common share:
Continuing operations

Discontinued operations

Net income

Table of Contents

Three Months Ended
June 30,

2011 2010
351.2 $ 327.7
121.9 107.0
229.3 220.7
181.5 173.4

47.8 473
21.7 23.0
1.6 1.6
1.4 1.3
11.3
3.0 0.1
0.3 0.5
39.3 26.5
8.5 20.8
2.6 4.8
5.9 16.0
0.6 0.4
6.5 $ 16.4
0.11 0.31
0.01 0.01
0.12 $ 0.32
0.11 0.31
0.01 0.01
0.12 $ 0.31

Six Months Ended
June 30,

2011 2010
684.4 $ 633.2
235.2 215.7
449.2 417.5
356.7 324.8

92.5 92.7
443 443

3.2 3.2

2.8 3.0
11.3 9.7

33 3.9

1.0 0.6
65.9 64.7
26.6 28.0
10.3 9.8
16.3 18.2

0.6 04
16.9 $ 18.6
0.31 0.35
0.01 0.01
0.32 $ 0.36
0.31 0.35
0.01 0.01
0.32 $ 0.36
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Weighted average number of common shares

outstanding:
Basic 52,175,628 51,894,593 52,164,735 51,883,608
Diluted 52,330,097 52,314,596 52,306,335 52,300,736

See Accompanying Notes to Unaudited Consolidated Financial Statements
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REVLON, INC. AND SUBSIDIARIES
UNAUDITED CONSOLIDATED STATEMENT OF STOCKHOLDERS DEFICIENCY
AND COMPREHENSIVE INCOME
(dollars in millions)

Accumulated
Additional Other Total
Common Paid-In- Treasury Accumulated ComprehensiveStockholders
Stock Capital Stock Deficit Loss Deficiency

Balance, January 1, 2011 $ 05 $ 1,0120 $ (72 $ (1,5514) % (150.3) $ (696.4)
Treasury stock acquired, at cost® (1.3) (1.3)
Stock-based compensation
amortization 1.3 1.3
Comprehensive income:
Net income 16.9 16.9
Currency translation adjustment 0.2 0.2
Amortization of pension related
costs, net of tax® 1.8 1.8
Total comprehensive income 18.9
Balance, June 30, 2011 $ 05 §$ 10133 $ (85 $ (1,5345) $ (148.3) $  (677.5)

@  Pursuant to the share withholding provisions of the Third Amended and Restated Revlon, Inc. Stock Plan (the

Stock Plan ), certain employees and executives, in lieu of paying withholding taxes on the vesting of certain
restricted stock, authorized the withholding of an aggregate of 134,312 shares of Revlon, Inc. Class A Common
Stock during the first quarter of 2011 to satisfy the minimum statutory tax withholding requirements related to
such vesting. There was no vesting of restricted stock in the second quarter of 2011. During the first quarter of
2011, these shares were recorded as treasury stock using the cost method, at a weighted average price per share of
$9.85, based on the closing price of Revlon, Inc. Class A Common Stock as reported on the NYSE consolidated
tape on the respective vesting dates, for a total of $1.3 million.

() See Note 2, Pension and Post-retirement Benefits, and Note 7, Comprehensive Income, in this Form 10-Q for
details on the change in Accumulated Other Comprehensive Loss as a result of the amortization of unrecognized
prior service costs and actuarial losses arising during the first six months of 2011.

See Accompanying Notes to Unaudited Consolidated Financial Statements
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REVLON, INC. AND SUBSIDIARIES

UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS

(dollars in millions)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net cash provided by operating activities:

Income from discontinued operations, net of taxes
Depreciation and amortization

Amortization of debt discount

Stock compensation amortization

Provision for deferred income taxes

Loss on early extinguishment of debt, net
Amortization of debt issuance costs

Pension and other post-retirement expense

Change in assets and liabilities:

Decrease (increase) in trade receivables

Increase in inventories

Increase in prepaid expenses and other current assets
Increase in accounts payable

(Decrease) increase in accrued expenses and other current liabilities
Pension and other post-retirement plan contributions
Purchases of permanent displays

Other, net

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures

Acquisitions

Proceeds from the sale of certain assets

Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:

Net increase (decrease) in short-term borrowings and overdraft
Borrowings under the 2011 Revolving Credit Facility
Repayments under the 2006 Term Loan Facility

Borrowings under the 2010 Term Loan Facility

Repayments under the 2010 Term Loan Facility

Borrowings under the 2011 Term Loan Facility

Payment of financing costs

Other financing activities

Table of Contents

Six Months
Ended
June 30,

2011 2010
16.9 $ 186
(0.6) (0.4)
30.2 28.1

1.5 1.0
1.3 2.0
3.6 04
11.3 9.7
2.8 3.0
2.6 4.7
15.4 (1.1)
(22.4) (5.2)
4.7) (9.7)
15.2 16.1
(27.8) 8.0
(15.0) (11.8)
(23.6) (17.7)
(3.4) (5.2)
3.3 40.5
(5.9) (7.2)
(39.0)
0.1 0.2
(44.8) (7.0)
3.6 (0.3)
10.0
(815.0)
786.0
(794.0) (2.0)
796.0
(3.9) (17.1)
(0.7) (0.4)
10
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Net cash provided by (used in) financing activities 11.0 (48.8)
Effect of exchange rate changes on cash and cash equivalents (1.3) (0.6)
Net decrease in cash and cash equivalents (31.8) (15.9)
Cash and cash equivalents at beginning of period 76.7 54.5
Cash and cash equivalents at end of period $ 449 $ 386
Supplemental schedule of cash flow information:
Cash paid during the period for:
Interest $ 540 $ 354
Preferred stock dividends $ 3.1 $ 3.1
Income taxes, net of refunds $ 12.3 $ 9.6
Supplemental schedule of non-cash investing and financing activities:
Treasury stock received to satisfy minimum tax withholding liabilities $ 1.3 $ 2.4

See Accompanying Notes to Unaudited Consolidated Financial Statements
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REVLON, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(except where otherwise noted, all tabular amounts in millions, except share and per share amounts)

(1) Description of Business and Basis of Presentation

Revlon, Inc. (and together with its subsidiaries, the Company ) conducts its business exclusively through its direct,
wholly-owned operating subsidiary, Revlon Consumer Products Corporation (  Products Corporation ), and its
subsidiaries. Revlon, Inc. is a direct and indirect majority-owned subsidiary of MacAndrews & Forbes Holdings Inc.

( MacAndrews & Forbes Holdings and, together with certain of its affiliates other than the Company, MacAndrews &
Forbes ), a corporation wholly-owned by Ronald O. Perelman.

The Company s vision is glamour, excitement and innovation through high-quality products at affordable prices. The
Company operates in a single segment and manufactures, markets and sells an extensive array of cosmetics, women s
hair color, beauty tools, anti-perspirant deodorants, fragrances, skincare and other beauty care products. The

Company s principal customers include large mass volume retailers and chain drug and food stores in the U.S., as well
as certain department stores and other specialty stores, such as perfumeries, outside the U.S. The Company also sells
beauty products to U.S. military exchanges and commissaries and has a licensing business pursuant to which the
Company licenses certain of its key brand names to third parties for the manufacture and sale of complementary
beauty-related products and accessories in exchange for royalties.

The accompanying Consolidated Financial Statements are unaudited. In management s opinion, all adjustments
necessary for a fair presentation have been made. The Unaudited Consolidated Financial Statements include the
accounts of the Company after the elimination of all material intercompany balances and transactions.

The preparation of financial statements in conformity with U.S. generally accepted accounting principles

( U.S. GAAP ) requires management to make estimates and assumptions that affect amounts of assets and liabilities and
disclosures of contingent assets and liabilities as of the date of the financial statements and reported amounts of
revenues and expenses during the periods presented. Actual results could differ from these estimates. Estimates and
assumptions are reviewed periodically and the effects of revisions are reflected in the consolidated financial

statements in the period they are determined to be necessary. Significant estimates made in the accompanying
Unaudited Consolidated Financial Statements include, but are not limited to, allowances for doubtful accounts,
inventory valuation reserves, expected sales returns and allowances, certain assumptions related to the recoverability

of intangible and long-lived assets, deferred tax valuation allowances, reserves for estimated tax liabilities,

restructuring costs, certain estimates and assumptions used in the calculation of the net periodic benefit costs and the
projected benefit obligations for the Company s pension and other post-retirement plans, including the expected
long-term return on pension plan assets and the discount rate used to value the Company s pension benefit obligations.
The Unaudited Consolidated Financial Statements should be read in conjunction with the consolidated financial
statements and related notes contained in Revlon, Inc. s Annual Report on Form 10-K for the year ended December 31,
2010, filed with the Securities and Exchange Commission (the SEC ) on February 17, 2011 (the 2010 Form 10-K ).

The Company s results of operations and financial position for interim periods are not necessarily indicative of those to
be expected for a full year.

Certain prior year amounts in the Unaudited Consolidated Financial Statements have been reclassified to conform to
the current period s presentation.

Fire at Revlon Venezuela Facility

Table of Contents 12
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On June 5, 2011, the Company s manufacturing facility in Venezuela was destroyed by fire. As of and for the year
ended December 31, 2010, the Company s subsidiary in Venezuela ( Revlon Venezuela ) had

6
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REVLON, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(except where otherwise noted, all tabular amounts in millions, except share and per share amounts)

net sales of approximately 3% of the Company s consolidated net sales and its net assets were approximately 3% of the
Company s total net assets. The Company s net sales in Venezuela are comprised of locally manufactured product as
well as product imported from the Company s Oxford, North Carolina facility. The Company is currently evaluating
options to minimize disruption to Revlon Venezuela s business as a result of such fire; however, it is not currently able
to estimate the full year impact of the fire on its net sales or operating income.

In the second quarter of 2011, the Company recorded a $4.9 million impairment loss related to Revlon Venezuela s net
book value of inventory, property, plant and equipment destroyed by the fire. The Company maintains comprehensive
property insurance, as well as business interruption insurance. An assessment of the extent of damage and the impact
on the Company s business in Venezuela is ongoing, and therefore the final amount and timing of the ultimate
insurance recovery is currently unknown.

The Company believes that it is probable that the insurance recovery will at least equal the net book value of Revlon
Venezuela s inventory, property, plant, and equipment destroyed by the fire. Accordingly, in the second quarter of
2011, the Company recognized income of $4.9 million related to the insurance receivable, which entirely offset the
impairment loss noted above.

For further discussion regarding the Fire in Venezuela, see Note 13, Subsequent Event, in this Form 10-Q.
Impact of Foreign Currency Translation Venezuela

Highly-Inflationary Economy: Effective January 1, 2010, Venezuela was designated as a highly inflationary economy
under U.S. GAAP. As a result, beginning January 1, 2010, the U.S. dollar is the functional currency for Revlon
Venezuela. Through December 31, 2009, prior to Venezuela being designated as highly inflationary, currency
translation adjustments of Revlon Venezuela s balance sheet were reflected in shareholders equity as part of Other
Comprehensive Income; however, subsequent to January 1, 2010, such adjustments are reflected in earnings.

Currency Restrictions: Currency restrictions enacted by the Venezuelan government in 2003 have become more
restrictive and have impacted the ability of Revlon Venezuela to obtain U.S. dollars in exchange for Venezuelan
Bolivars ( Bolivars ) at the official foreign exchange rates from the Venezuelan government and its foreign exchange
commission, the Comision de Administracion de Divisas ( CADIVI ). In May 2010, the Venezuelan government took
control over the previously freely-traded foreign currency exchange market and in June 2010, replaced it with a new
foreign currency exchange system, the Sistema de Transacciones en Moneda Extranjera ( SITME ). SITME provides a
mechanism to exchange Bolivars into U.S. dollars. However, SITME can only be used for product purchases and
related services, such as freight, and is not available for other transactions, such as the payment of dividends. Also,
SITME can only be used for amounts of up to $50,000 per day, subject to a monthly maximum of $350,000 per legal
entity, and is generally only available to the extent the applicant has not exchanged and received U.S. dollars from
CADIVI within the previous 90 days. The Company began using a SITME rate of 5.5 Bolivars per U.S. dollar to
translate Revlon Venezuela s financial statements as of and for the three months ended June 30, 2011, which was the
average rate at which the Company accessed U.S. dollars in the SITME market during the second quarter of 2011. The
Company had previously utilized Venezuela s official exchange rate of 4.3 Bolivars per U.S. dollar to translate Revlon
Venezuela s financial statements from January 1, 2010 through March 31, 2011.

In the second quarter of 2011, the change in the exchange rates in Venezuela unfavorably impacted the Company s
consolidated net sales by $1.6 million. The impact on the Company s consolidated operating income in the second

Table of Contents 14
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quarter of 2011 was de minimis. Additionally, to reflect the impact of the change in exchange rates, a foreign currency
loss of $1.7 million was recorded as a result of the required re-
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REVLON, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(except where otherwise noted, all tabular amounts in millions, except share and per share amounts)

measurement of Revlon Venezuela s balance sheet at June 30, 2011. As Venezuela was designated as a highly
inflationary economy effective January 1, 2010, this foreign currency loss was reflected in earnings in the second
quarter of 2011.

Recent Accounting Pronouncements

In May 2011, the Financial Accounting Standards Board ( FASB ) issued ASU No. 2011-04, Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and International Financial Reporting
Standards ( IFRS ), which amends ASC 820, Fair Value Measurement. This ASU modifies the existing standard to
include disclosure of all transfers between Level 1 and Level 2 asset and liability fair value categories. In addition, the
ASU provides guidance on measuring the fair value of financial instruments managed within a portfolio and the
application of premiums and discounts on fair value measurements. The ASU requires additional disclosure for

Level 3 measurements regarding the sensitivity of fair value to changes in unobservable inputs and any
interrelationships between those inputs. This guidance is effective for interim and annual reporting periods beginning
after December 15, 2011, with early adoption prohibited. The Company does not expect such adoption will have a
material impact on the Company s results of operations, financial condition or its disclosures.

In June 2011, the FASB issued ASU No. 2011-05, Presentation of Comprehensive Income. This standard eliminates
the current option to report other comprehensive income and its components in the statement of changes in equity.
Under this new ASU, an entity can elect to present items of net income and other comprehensive income in one
continuous statement or in two separate, but consecutive, statements. This guidance is effective for publicly traded
companies as of the beginning of a fiscal year that begins after December 15, 2011 and interim and annual periods
thereafter. Early adoption is permitted, but full retrospective application is required. As the Company reports
comprehensive income within its Statement of Stockholders Deficiency, the adoption of this ASU will impact the
presentation of the Company s consolidated financial statements beginning in the first quarter of 2012.

(2) Pension and Post-retirement Benefits

The components of net periodic benefit cost for the pension and the other post-retirement benefit plans for the second
quarter of 2011 and 2010 are as follows:

Other
Post-retirement
Pension Plans Benefit Plans
Three Months Ended Three Months Ended
June 30, June 30,

2011 2010 2011 2010
Net periodic benefit costs:
Service cost $ 03 $ 04 $ $
Interest cost 8.1 8.4 0.2 0.2
Expected return on plan assets (8.8) (8.0)
Amortization of actuarial (gain) loss 1.4 0.1 0.1

Table of Contents
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1.0 0.7 0.3 0.2
Portion allocated to Revlon Holdings LLC 0.1
$ 1.0 $ 06 0.3 0.2
8
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REVLON, INC. AND SUBSIDIARIES
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(except where otherwise noted, all tabular amounts in millions, except share and per share amounts)

The components of net periodic benefit cost for the pension and the other post-retirement benefit plans for the first six
months of 2011 and 2010 are as follows:

Other
Post-retirement
Pension Plans Benefit Plans
Six Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Net periodic benefit costs:
Service cost $ 06 $ 038 $ $
Interest cost 16.2 16.9 0.4 0.4
Expected return on plan assets (17.5) (16.1)
Amortization of actuarial loss 2.7 2.6 0.2 0.1
2.0 4.2 0.6 0.5
Portion allocated to Revlon Holdings LLC 0.1
$ 20 $ 41 $ 0.6 $ 05

The increase in net periodic benefit costs in the second quarter of 2011, as compared to the prior year period, was
primarily due to lower amortization of actuarial losses in the second quarter of 2010 as a result of the impact of a
change in the amortization period of actuarial (gains) losses from the remaining service period to the remaining life
expectancy of plan participants in the second quarter of 2010.

In the first six months of 2011, compared to the prior year period, the Company recognized lower net periodic benefit
cost primarily due to the increase in the fair value of pension plan assets at December 31, 2010, partially offset by a
decrease in the weighted-average discount rate. The Company expects net periodic benefit costs for the pension and
the other post-retirement benefit plans to be approximately $5 million for all of 2011, compared with $9.3 million in
2010.

During the second quarter of 2011, $6.0 million and $0.2 million were contributed to the Company s pension plans and
other post-retirement benefit plans, respectively. During the first six months of 2011, $14.5 million and $0.5 million
were contributed to the Company s pension plans and other post-retirement benefit plans, respectively. The Company
currently expects to contribute approximately $30 million in the aggregate to its pension plans and other
post-retirement benefit plans in 2011.

Relevant aspects of the qualified defined benefit pension plans, nonqualified pension plans and other post-retirement
benefit plans sponsored by Products Corporation are disclosed in Revlon, Inc. s 2010 Form 10-K.

(3) Business Acquisition
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On March 17, 2011, the Company acquired certain assets, including trademarks and other intellectual property,
inventory, certain receivables and manufacturing equipment, related to Sinful Colors cosmetics, Wild and Crazy
cosmetics, freshMinerals cosmetics and freshcover cosmetics, which products are sold principally in the U.S. mass
retail channel (the Sinful Colors Acquisition ). The Company also assumed certain liabilities of the acquired business.
The Company paid $39.0 million of total consideration for the Sinful Colors Acquisition in cash, which included the
$38.0 million purchase price and a $1.0 million adjustment based on working capital at closing. The results of
operations related to the Sinful Colors Acquisition are included in the Company s consolidated financial statements
commencing on the date of acquisition. Pro forma results of operations have not been presented, as the impact on the
Company s consolidated financial results would not have been material.

9
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REVLON, INC. AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
(except where otherwise noted, all tabular amounts in millions, except share and per share amounts)

The Company accounted for the Sinful Colors Acquisition as a business combination during the first quarter of 2011

and, accordingly, the total consideration of $39.0 million has been allocated on a preliminary basis to the net assets
acquired based on their respective estimated fair values at March 17, 2011 as follows:

Recognized amounts of assets acquired and liabilities assumed:

Trade receivables $ 29
Inventories 33
Property, plant and equipment, net 0.4
Intangible assets 22.8
Accounts payable (0.9)
Accrued expenses and other 0.9
Fair value of net assets acquired 27.6
Goodwill 11.4
Total consideration $ 39.0

The allocation of the total consideration of $39.0 million includes intangible assets of $22.8 million and goodwill of
$11.4 million, all of which is expected to be deductible for income tax purposes. The intangible assets acquired by
major asset category are as follows:

Weighted
Fair Values at Average
March 17,
2011 Useful Life
Trademarks and Trade Names $ 7.3 10
Customer Relationships 15.5 14
Total $ 22.8 13

The Company is in the process of completing its assessment of the fair value of assets acquired and liabilities assumed
in the Sinful Colors Acquisition. As a result, the fair value of the net assets acquired is provisional pending completion
of the final valuation of such net assets.

(4) Inventories

June 30, December 31,
2011 2010
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$

10

48.9
9.7
83.2

141.8

$

39.7
9.9
65.4

115.0
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(5) Long-Term Debt and Redeemable Preferred Stock

June 30, December 31,
2011 2010
2011 Term Loan Facility due 2017, net of discounts® $ 791.0 $
2010 Term Loan Facility due 2015, net of discounts@(®) 782.0
2011 Revolving Credit Facility due 2016® 10.0
2010 Revolving Credit Facility due 2014@)b)
93/4% Senior Secured Notes due 2015, net of discounts(© 327.1 326.9
Senior Subordinated Term Loan due 2014(@ 58.4 58.4
1,186.5 1,167.3
Less current portion (18.0) (8.0)
1,168.5 1,159.3
Redeemable Preferred Stock(® 483 48.1

$ 1,216.8 $ 1,207.4

@  During the second quarter of 2011, Products Corporation consummated the refinancing of the 2010 Term Loan
Facility and the 2010 Revolving Credit Facility (together referred to as the 2011 Refinancings ). The 2011
Refinancings, among other things, (i) reduced interest rates and extended the maturity of Products Corporation s
2010 Term Loan Facility, due March 2015, by entering into the 2011 Term Loan Facility due November 2017,
and (ii) reduced interest rates and extended the maturity of Products Corporation s 2010 Revolving Credit Facility,
due March 2014, by entering into the 2011 Revolving Credit Facility due June 2016. See Recent Debt Reduction
Transactions below in this Note 5 for further discussion of the 2011 Refinancings.

®)  During March 2010, Products Corporation consummated the refinancing of the 2006 Term Loan Facility and the
2006 Revolving Credit Facility (together referred to as the 2010 Refinancing ). See Note 9, Long-Term Debt and
Redeemable Preferred Stock, to the Consolidated Financial Statements in Revlon, Inc. s 2010 Form 10-K for
certain details regarding Products Corporation s 2010 Credit Agreements.

© See Note 9, Long-Term Debt and Redeemable Preferred Stock, to the Consolidated Financial Statements in
Revlon, Inc. s 2010 Form 10-K for certain details regarding Products Corporation s 93/4% Senior Secured Notes
which mature on November 15, 2015 (the 93/4% Senior Secured Notes ).

@ See Note 9, Long-Term Debt and Redeemable Preferred Stock, to the Consolidated Financial Statements in
Revlon, Inc. s 2010 Form 10-K for certain details regarding the $58.4 million principal amount of the Senior
Subordinated Term Loan which remains owing from Products Corporation to MacAndrews & Forbes (the

Non-Contributed Loan ), which matures on October 8, 2014.
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© See Note 9, Long-Term Debt and Redeemable Preferred Stock, to the Consolidated Financial Statements in
Revlon, Inc. s 2010 Form 10-K for certain details regarding Revlon, Inc. s redeemable Preferred Stock.
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Recent Debt Reduction Transactions

Refinancing of the 2010 Term Loan and 2010 Revolving Credit Facilities: During the second quarter of 2011,

Products Corporation consummated the 2011 Refinancings, reducing interest rates and extending maturities,
consisting of the following transactions:

In May 2011, Products Corporation consummated a refinancing of the 2010 Term Loan Facility (the 2011

Term Loan Facility Refinancing ), which included replacing Products Corporation s 2010 bank term loan
facility, which was scheduled to mature on March 11, 2015 and had $794.0 million aggregate principal amount
outstanding at December 31, 2010 (the 2010 Term Loan Facility ), with a 6.5-year, $800.0 million term loan
facility due November 19, 2017 (the 2011 Term Loan Facility ) under a third amended and restated term loan
agreement dated May 19, 2011 (the 2011 Term Loan Agreement ), among Products Corporation, as borrower,
Citigroup Global Markets Inc. ( CGMI ), J.P. Morgan Securities LLC ( JPM Securities ), Merrill Lynch, Pierce,
Fenner & Smith Incorporated ( Merrill Lynch ), Credit Suisse Securities (USA) LLC ( Credit Suisse ) and Wells
Fargo Securities, LLC ( WES ) as the joint lead arrangers; CGMI, JPM Securities, Merrill Lynch, Credit Suisse,
WES and Natixis, New York Branch ( Natixis ), as joint bookrunners; JPMorgan Chase Bank, N.A. and Bank of
America, N.A. as co-syndication agents; Credit Suisse, Wells Fargo Bank, N.A. and Natixis as

co-documentation agents; and Citicorp USA, Inc. ( CUSA ) as administrative agent and collateral agent.

Products Corporation used $796 million of proceeds from the 2011 Term Loan Facility, which was drawn in full on
the May 19, 2011 closing date and issued to lenders at 99.5% of par, to refinance in full the $792.0 million of
outstanding indebtedness under its 2010 Term Loan Facility and to pay approximately $2 million of accrued interest.
The Company incurred approximately $3.9 million of fees in connection with consummating the 2011 Term Loan
Facility Refinancing in the second quarter of 2011, of which approximately $2 million was capitalized.

In June 2011, Products Corporation consummated a refinancing of the 2010 Revolving Credit Facility (the

2011 Revolving Credit Facility Refinancing ), which included refinancing Products Corporation s 2010
revolving credit facility, which was scheduled to mature on March 11, 2014 and had nil outstanding
borrowings at December 31, 2010 (the 2010 Revolving Credit Facility ), with a 5-year, $140.0 million
asset-based, multi-currency revolving credit facility due June 16, 2016 (the 2011 Revolving Credit Facility )
under a third amended and restated revolving credit agreement dated June 16, 2011 (the 2011 Revolving Credit
Agreement and together with the 2011 Term Loan Agreement, the 2011 Credit Agreements ), among Products
Corporation and certain of its foreign subsidiaries, as borrowers, and CGMI and Wells Fargo Capital Finance,
LLC ( WFCF ) as the joint lead arrangers; CGMI, WFCF, Merrill Lynch, JPMorgan Securities and Credit Suisse
as joint bookrunners; and CUSA as administrative agent and collateral agent.

Products Corporation incurred approximately $0.7 million of fees in connection with consummating the 2011
Revolving Credit Facility Refinancing in the second quarter of 2011, all of which were capitalized.

As aresult of the 2011 Refinancings, the Company recognized a loss on the early extinguishment of debt of

$11.3 million during the second quarter and first six months of 2011, due to $1.9 million of fees which were expensed
as incurred in connection with the 2011 Refinancings, as well as the write-off of $9.4 million of unamortized debt
discount and deferred financing fees as a result of such refinancings.
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The following is a summary description of the 2011 Revolving Credit Facility. Investors should refer to the principal
refinancing agreements (copies of which are included as exhibits to this Form 10-Q) for
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complete terms and conditions. Unless otherwise indicated, capitalized terms have the meanings given to them in the
2011 Revolving Credit Agreement.

Availability under the 2011 Revolving Credit Facility varies based on a borrowing base that is determined by the
value of eligible accounts receivable and eligible inventory in the U.S. and the U.K. and eligible real property and
equipment in the U.S. from time to time.

In each case subject to borrowing base availability, the 2011 Revolving Credit Facility is available to:
(i) Products Corporation in revolving credit loans denominated in U.S. dollars;
(ii) Products Corporation in swing line loans denominated in U.S. dollars up to $30.0 million;

(iii) Products Corporation in standby and commercial letters of credit denominated in U.S. dollars and other currencies
up to $60.0 million; and

(iv) Products Corporation and certain of its international subsidiaries designated from time to time in revolving credit
loans and bankers acceptances denominated in U.S. dollars and other currencies.

If the value of the eligible assets is not sufficient to support the $140.0 million borrowing base under the 2011
Revolving Credit Facility, Products Corporation will not have full access to the 2011 Revolving Credit Facility.
Products Corporation s ability to make borrowings under the 2011 Revolving Credit Facility is also conditioned upon
the satisfaction of certain conditions precedent and Products Corporation s compliance with other covenants in the
2011 Revolving Credit Agreement.

Under the 2011 Revolving Credit Facility, borrowings (other than loans in foreign currencies) bear interest, if made as
Eurodollar Loans, at the Eurodollar Rate, plus the applicable margin set forth in the grid below and, if made as
Alternate Base Rate loans, at the Alternate Base Rate, plus the applicable margin set forth in the grid below:

Eurodollar
Loans,
Eurocurrency
Alternate Base  Loans or Local
Excess Availability Rate Loans Rate Loans
Greater than or equal to $92,000,000 1.00% 2.00%
Less than $92,000,000 but greater than or equal to $46,000,000 1.25% 2.25%
Less than $46,000,000 1.50% 2.50%

Local Loans (as defined in the 2011 Revolving Credit Agreement) bear interest, if mutually acceptable to Products
Corporation and the relevant foreign lenders, at the Local Rate, and otherwise (i) if in foreign currencies or in

U.S. dollars at the Eurodollar Rate or the Eurocurrency Rate plus the applicable margin set forth in the grid above or
(i1) if in U.S. dollars at the Alternate Base Rate plus the applicable margin set forth in the grid above.
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Prior to the termination date of the 2011 Revolving Credit Facility, revolving loans are required to be prepaid (without
any permanent reduction in commitment) with:

(i) the net cash proceeds from sales of Revolving Credit First Lien Collateral (as defined below) by Products
Corporation or any of its subsidiary guarantors (other than dispositions in the ordinary course of business and certain
other exceptions); and

(ii) the net proceeds from the issuance by Products Corporation or any of its subsidiaries of certain additional debt, to
the extent there remains any such proceeds after satisfying Products Corporation s repayment obligations under the

2011 Term Loan Facility.
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Products Corporation pays to the lenders under the 2011 Revolving Credit Facility a commitment fee of 0.375% of the
average daily unused portion of the 2011 Revolving Credit Facility, which fee is payable quarterly in arrears. Under
the 2011 Revolving Credit Facility, Products Corporation also pays:

(1) to foreign lenders a fronting fee of 0.25% per annum on the aggregate principal amount of specified Local Loans
(which fee is retained by foreign lenders out of the portion of the Applicable Margin payable to such foreign lender);

(ii) to foreign lenders an administrative fee of 0.25% per annum on the aggregate principal amount of specified Local
Loans;

(iii) to the multi-currency lenders a letter of credit commission equal to the product of (a) the Applicable Margin (as
defined in the 2011 Revolving Credit Agreement) for revolving credit loans that are Eurodollar Rate (as defined in the
2011 Revolving Credit Agreement) loans (adjusted for the term that the letter of credit is outstanding) and (b) the
aggregate undrawn face amount of letters of credit; and

(iv) to the issuing lender, a letter of credit fronting fee of 0.25% per annum of the aggregate undrawn face amount of
letters of credit, which fee is a portion of the Applicable Margin.

Under certain circumstances, Products Corporation has the right to request that the 2011 Revolving Credit Facility be
increased by up to $60.0 million, provided that the lenders are not committed to provide any such increase.

Under certain circumstances if and when the difference between (i) the borrowing base under the 2011 Revolving
Credit Facility and (ii) the amounts outstanding under the 2011 Revolving Credit Facility is less than $20.0 million for
a period of two consecutive days or more, and until such difference is equal to or greater than $20.0 million for a
period of 30 consecutive business days, the 2011 Revolving Credit Facility requires Products Corporation to maintain
a consolidated fixed charge coverage ratio (the ratio of EBITDA minus Capital Expenditures to Cash Interest Expense
for such period, as each such term is defined in the 2011 Revolving Credit Facility) of a minimum of 1.0 to 1.0.

The 2011 Revolving Credit Facility matures on June 16, 2016; provided, however, it will mature on August 15, 2015,
if Products Corporation s 93/4% Senior Secured Notes have not been refinanced, redeemed, repurchased, defeased or
repaid in full on or before such date.

2011 Term Loan Facility

The following is a summary description of the 2011 Term Loan Facility. Investors should refer to the principal
refinancing agreements (copies of which are included as exhibits to this Form 10-Q) for complete terms and
conditions. Unless otherwise indicated, capitalized terms have the meanings given to them in the 2011 Term Loan
Agreement.

Under the 2011 Term Loan Facility, Eurodollar Loans (as defined in the 2011 Term Loan Agreement) bear interest at
the Eurodollar Rate plus 3.50% per annum (with the Eurodollar Rate not to be less than 1.25%) and Alternate Base
Rate loans bear interest at the Alternate Base Rate plus 2.50% (with the Alternate Base Rate not to be less than
2.25%).
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Prior to the November 2017 termination date of the 2011 Term Loan Facility, on September 30, December 31, March
31 and June 30 of each year (commencing September 30, 2011), Products Corporation is required to repay $2 million
of the principal amount of the term loans outstanding under the 2011 Term
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Loan Facility on each respective date. In addition, the term loans under the 2011 Term Loan Facility are required to be
prepaid with:

(i) the net cash proceeds in excess of $10 million for each 12-month period ending on March 31 received during such
period from sales of Term Loan First Lien Collateral (as defined below) by Products Corporation or any of its
subsidiary guarantors with carryover of unused annual basket amounts up to a maximum of $25 million and subject,
with respect to certain specified dispositions, up to an additional $25 million in the aggregate (subject to a
reinvestment right for 365 days, or 545 days if Products Corporation has within such 365-day period entered into a
legally binding commitment to invest such funds);

(ii) the net proceeds from the issuance by Products Corporation or any of its subsidiaries of certain additional
debt; and

(iii) 50% of Products Corporation s excess cash flow (as defined under the 2011 Term Loan Agreement), commencing
with excess cash flow for the 2012 fiscal year payable in the first 100 days of 2013, which prepayments are applied to
reduce Products Corporation s future regularly scheduled term loan amortization payments in the direct order of
maturities.

The 2011 Term Loan Facility contains a financial covenant limiting Products Corporation s first lien senior secured
leverage ratio (the ratio of Products Corporation s Senior Secured Debt that has a lien on the collateral which secures
the 2011 Term Loan Facility that is not junior or subordinated to the liens securing the 2011 Term Loan Facility
(excluding debt outstanding under the Existing 2010 Revolving Credit Facility)) to EBITDA, as each such term is
defined in the 2011 Term Loan Facility), to no more than 4.0 to 1.0 for each period of four consecutive fiscal quarters
ending during the period from June 30, 2011 to the November 2017 maturity date of the 2011 Term Loan Facility.

Under certain circumstances, Products Corporation has the right to request the 2011 Term Loan Facility to be
increased by up to $300 million, provided that the lenders are not committed to provide any such increase.

The 2011 Term Loan Facility matures on November 19, 2017; provided, however, it will mature on August 15, 2015,
if Products Corporation s 93/4% Senior Secured Notes have not been refinanced, redeemed, repurchased, defeased or
repaid in full on or before such date.

Provisions Applicable to the 2011 Revolving Credit Facility and the 2011 Term Loan Facility

The 2011 Revolving Credit Facility and 2011 Term Loan Facility (herein referred to as the 2011 Credit Facilities ) are
supported by, among other things, guarantees from Revlon, Inc. and, subject to certain limited exceptions, Products
Corporation s domestic subsidiaries. The obligations of Products Corporation under the 2011 Credit Facilities and the
obligations under such guarantees are secured by, subject to certain limited exceptions, substantially all of the assets

of Products Corporation and the guarantors, including:

(i) mortgages on owned real property, including Products Corporation s facility in Oxford, North Carolina;
(ii) the capital stock of Products Corporation and the subsidiary guarantors and 66% of the voting capital stock and

100% of the non-voting capital stock of Products Corporation s and the subsidiary guarantors first-tier,
non-U.S. subsidiaries;
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(iii) intellectual property and other intangible property of Products Corporation and the subsidiary guarantors; and
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(iv) inventory, accounts receivable, equipment, investment property and deposit accounts of Products Corporation and
the subsidiary guarantors.

The liens on, among other things, inventory, accounts receivable, deposit accounts, investment property (other than
the capital stock of Products Corporation and its subsidiaries), real property, equipment, fixtures and certain intangible
property (the Revolving Credit First Lien Collateral ) secure the 2011 Revolving Credit Facility on a first priority
basis, the 2011 Term Loan Facility on a second priority basis and Products Corporation s 93/4% Senior Secured Notes
and the related guarantees on a third priority basis. The liens on the capital stock of Products Corporation and its
subsidiaries and intellectual property and certain other intangible property (the Term Loan First Lien Collateral )
secure the 2011 Term Loan Facility on a first priority basis and the 2011 Revolving Credit Facility and the
93/4% Senior Secured Notes and the related guarantees on a second priority basis. Such arrangements are set forth in
the Third Amended and Restated Intercreditor and Collateral Agency Agreement, dated as of March 11, 2010, by and
among Products Corporation and CUSA, as administrative agent and as collateral agent for the benefit of the secured
parties for the 2011 Term Loan Facility, 2011 Revolving Credit Facility and the 93/4% Senior Secured Notes (the
2010 Intercreditor Agreement ). The 2010 Intercreditor Agreement also provides that the liens referred to above may
be shared from time to time, subject to certain limitations, with specified types of other obligations incurred or
guaranteed by Products Corporation, such as foreign exchange and interest rate hedging obligations and foreign
working capital lines.

The 2011 Credit Facilities contain various restrictive covenants prohibiting Products Corporation and its subsidiaries
from:

(1) incurring additional indebtedness or guarantees, with certain exceptions;

(i1) making dividend and other payments or loans to Revlon, Inc. or other affiliates, with certain exceptions, including
among others:

(a) exceptions permitting Products Corporation to pay dividends or make other payments to Revlon, Inc. to enable it
to, among other things, pay expenses incidental to being a public holding company, including, among other things,
professional fees such as legal, accounting and insurance fees, regulatory fees, such as SEC filing fees and NYSE
listing fees, and other expenses related to being a public holding company;

(b) subject to certain circumstances, to finance the purchase by Revlon, Inc. of its Class A Common Stock in
connection with the delivery of such Class A Common Stock to grantees under the Third Amended and Restated
Revlon, Inc. Stock Plan and/or the payment of withholding taxes in connection with the vesting of restricted stock
awards under such plan;

(c) subject to certain limitations, to pay dividends or make other payments to finance the purchase, redemption or
other retirement for value by Revlon, Inc. of stock or other equity interests or equivalents in Revlon, Inc. held by any
current or former director, employee or consultant in his or her capacity as such; and

(d) subject to certain limitations, to make other restricted payments to affiliates of Products Corporation in an amount

up to $10 million per year (plus $10 million for each calendar year commencing with 2011), other restricted payments
in an aggregate amount not to exceed $35 million and other restricted payments based upon certain financial tests.
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(iii) creating liens or other encumbrances on Products Corporation s or its subsidiaries assets or revenues, granting
negative pledges or selling or transferring any of Products Corporation s or its subsidiaries assets, all subject to certain

limited exceptions;
(iv) with certain exceptions, engaging in merger or acquisition transactions;
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(v) prepaying indebtedness and modifying the terms of certain indebtedness and specified material contractual
obligations, subject to certain exceptions;

(vi) making investments, subject to certain exceptions; and

(vii) entering into transactions with affiliates of Products Corporation involving aggregate payments or consideration
in excess of $10 million other than upon terms that are not materially less favorable when taken as a whole to Products
Corporation or its subsidiaries as terms that would be obtainable at the time for a comparable transaction or series of
similar transactions in arm s length dealings with an unrelated third person and where such payments or consideration
exceed $20 million, unless such transaction has been approved by all of the independent directors of Products
Corporation, subject to certain exceptions.

The events of default under the 2011 Credit Facilities include customary events of default for such types of
agreements, including, among others:

(i) nonpayment of any principal, interest or other fees when due, subject in the case of interest and fees to a grace
period;

(i1) non-compliance with the covenants in such 2011 Credit Facilities or the ancillary security documents, subject in
certain instances to grace periods;

(iii) the institution of any bankruptcy, insolvency or similar proceedings by or against Products Corporation, any of
Products Corporation s subsidiaries or Revlon, Inc., subject in certain instances to grace periods;

(iv) default by Revlon, Inc. or any of its subsidiaries (A) in the payment of certain indebtedness when due (whether at
maturity or by acceleration) in excess of $25.0 million in aggregate principal amount or (B) in the observance or
performance of any other agreement or condition relating to such debt, provided that the amount of debt involved is in
excess of $25.0 million in aggregate principal amount, or the occurrence of any other event, the effect of which default
referred to in this subclause (iv) is to cause or permit the holders of such debt to cause the acceleration of payment of
such debt;

(v) in the case of the 2011 Term Loan Facility, a cross default under the 2011 Revolving Credit Facility, and in the
case of the 2011 Revolving Credit Facility, a cross default under the 2011 Term Loan Facility;

(vi) the failure by Products Corporation, certain of Products Corporation s subsidiaries or Revlon, Inc. to pay certain
material judgments;

(vii) a change of control such that (A) Revlon, Inc. shall cease to be the beneficial and record owner of 100% of
Products Corporation s capital stock, (B) Ronald O. Perelman (or his estate, heirs, executors, administrator or other
personal representative) and his or their controlled affiliates shall cease to control Products Corporation, and any other
person or group of persons owns, directly or indirectly, more than 35% of the total voting power of Products
Corporation, (C) any person or group of persons other than Ronald O. Perelman (or his estate, heirs, executors,
administrator or other personal representative) and his or their controlled affiliates shall control Products Corporation
or (D) during any period of two consecutive years, the directors serving on Products Corporation s Board of Directors

at the beginning of such period (or other directors nominated by at least a majority of such continuing directors) shall
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cease to be a majority of the directors;

(viii) Revlon, Inc. shall have any meaningful assets or indebtedness or shall conduct any meaningful business other
than its ownership of Products Corporation and such activities as are customary
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for a publicly traded holding company which is not itself an operating company, in each case subject to limited
exceptions; and

(ix) the failure of certain of Products Corporation s affiliates which hold Products Corporation s or its subsidiaries
indebtedness to be party to a valid and enforceable agreement prohibiting such affiliate from demanding or retaining
payments in respect of such indebtedness, subject to certain exceptions, including as to Products Corporation s Senior
Subordinated Term Loan.

If Products Corporation is in default under the senior secured leverage ratio under the 2011 Term Loan Facility or the
consolidated fixed charge coverage ratio under the 2011 Revolving Credit Agreement, Products Corporation may cure
such default by issuing certain equity securities to, or receiving capital contributions from, Revlon, Inc. and applying
such cash which is deemed to increase EBITDA for the purpose of calculating the applicable ratio. Products
Corporation may exercise this cure right two times in any four-quarter period.

Products Corporation was in compliance with all applicable covenants under the 2011 Term Loan Agreement and
2011 Revolving Credit Agreement upon closing the respective 2011 Refinancings and as of June 30, 2011. At

June 30, 2011, the aggregate principal amount outstanding under the 2011 Term Loan Facility was $800.0 million and
availability under the $140.0 million 2011 Revolving Credit Facility, based upon the calculated borrowing base less
$21.6 million of outstanding undrawn letters of credit and $10 million then drawn on the 2011 Revolving Credit
Facility, was $101.1 million.

(6) Basic and Diluted Earnings Per Common Share

Shares used in basic earnings per share are computed using the weighted average number of common shares

outstanding during each period. Shares used in diluted earnings per share include the dilutive effect of unvested
restricted shares and outstanding stock options under the Stock Plan using the treasury stock method. For the three and
six months ended June 30, 2011 and 2010, all outstanding options to purchase shares of Revlon, Inc. Class A common
stock, par value of $0.01 per share (the Class A Common Stock ), that could potentially dilute basic earnings per share
in the future were excluded from the calculation of diluted earnings per common share as their effect would have been
anti-dilutive since their exercise price was in excess of the NYSE closing price of the Class A Common Stock during
the periods.

For the three and six months ended June 30, 2011, 121,312 and 134,182 shares, respectively, of unvested restricted
stock that could potentially dilute basic earnings per share in the future were excluded from the calculation of diluted
earnings per common share as their effect would be anti-dilutive. For the three and six months ended June 30, 2010,
291,185 and 294,061 shares, respectively, of unvested restricted stock that could potentially dilute basic earnings per
share in the future were excluded from the calculation of diluted earnings per common share as their effect would be
anti-dilutive.
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The components of basic and diluted earnings per share for the three months ended June 30, 2011 and 2010 and the
six months ended June 30, 2011 and 2010 are as follows:

Three Months Ended Six Months Ended
June 30, June 30,

2011 2010 2011 2010
(In millions, except per share amounts)

Numerator:

Income from continuing operations $ 59  $ 160 $ 16.3 18.2
Income from discontinued operations 0.6 0.4 0.6 0.4
Net income $ 6.5 $ 164 3 16.9 18.6
Denominator:

Weighted average common shares outstanding Basic 52.18 51.89 52.16 51.88
Effect of dilutive restricted stock 0.15 0.42 0.15 0.42
Weighted average common shares outstanding

Diluted 52.33 52.31 52.31 52.30
Basic earnings per share:

Continuing operations $ 0.11 $ 0.31 $ 0.31 0.35
Discontinued operations 0.01 0.01 0.01 0.01
Net income $ 012 % 032 % 0.32 0.36
Diluted earnings per share:

Continuing operations $ 0.11 $ 0.31 $ 0.31 0.35
Discontinued operations 0.01 0.01 0.01 0.01
Net income $ 012 % 0.31 $ 0.32 0.36

(7) Comprehensive Income
The components of comprehensive income for the three months ended June 30, 2011 and 2010 and the six months

ended June 30, 2011 and 2010 are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
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Net income $ 6.5 $ 16.4 $ 16.9 $ 18.6

Other comprehensive income (loss):

Revaluation of financial derivative instruments® 1.7

Currency translation adjustment 1.1 (1.6) 0.2 (0.8)
Amortization of pension related costs, net of tax(®) 0.9 0.1 1.8 2.7

Total other comprehensive income (loss) 2.0 (1.7) 2.0 3.6

Comprehensive income $ 8.5 $ 14.7 $ 18.9 $ 222

@  The amount for the six months ended June 30, 2010 relates to (1) the reclassification of an unrecognized loss of
$0.8 million on the 2008 Interest Rate Swap (as hereinafter defined) prior to its expiration in April 2010 from
Accumulated Other Comprehensive Loss into earnings due to the discontinuance of hedge accounting as a result
of the 2010 Refinancing (See Note 10, Financial Instruments, in this Form 10-Q) and (2) the reversal of amounts
recorded in Accumulated Other
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Comprehensive Loss pertaining to a net settlement payment of $0.9 million on the 2008 Interest Rate Swap.

() The amounts represent the change in Accumulated Other Comprehensive Loss as a result of the amortization of
actuarial losses arising during the second quarter of 2011 and 2010 and the first six months of 2011 and 2010
related to the Company s pension and other post-retirement benefit plans.

(8) Geographic, Financial and Other Information

The Company manages its business on the basis of one reportable operating segment. As of June 30, 2011, the

Company had operations established in 14 countries outside of the U.S. and its products are sold throughout the world.

Generally, net sales by geographic area are presented by attributing revenues from external customers on the basis of

where the products are sold.

In the tables below, certain prior year amounts have been reclassified to conform to the current period s presentation.

Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Geographic area:
Net sales:
United States $ 1949 55% $ 179.3 55% $ 381.1 56% $ 3614 57%
Outside of the United States 156.3 45% 148.4 45% 303.3 44% 271.8 43%
$ 351.2 $ 3277 $ 6844 $ 633.2
June 30, December 31,
2011 2010
Long-lived assets, net:
United States $ 358.1 87% $ 331.5 87%
Outside of the United States 54.0 13% 49.7 13%
$ 4121 $ 381.2
Three Months Ended Six Months Ended
June 30, June 30,
2011 2010 2011 2010
Classes of similar products:
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Net sales:
Color cosmetics $ 218.0 62% $ 206.2 63% $ 433.1 63% $ 399.9 63%
Beauty care and fragrance 133.2 38% 121.5 37% 251.3 37% 2333 37%

$ 351.2 $ 3277 $ 684.4 $ 6332

(9) Fair Value Measurements

Assets and liabilities are required to be categorized into three levels of fair value based upon the assumptions used to
price the assets or liabilities. Level 1 provides the most reliable measure of fair value,
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whereas Level 3, if applicable, generally would require significant management judgment. The three levels for

categorizing the fair value measurement of assets and liabilities are as follows:

Level 1: Fair valuing the asset or liability using observable inputs, such as quoted prices in active markets for

identical assets or liabilities;

Level 2: Fair valuing the asset or liability using inputs other than quoted prices that are observable for the
applicable asset or liability, either directly or indirectly, such as quoted prices for similar (as opposed to
identical) assets or liabilities in active markets and quoted prices for identical or similar assets or liabilities in

markets that are not active; and

Level 3: Fair valuing the asset or liability using unobservable inputs that reflect the Company s own

assumptions regarding the applicable asset or liability.

As of June 30, 2011, the fair values of the Company s financial assets and liabilities, namely its FX Contracts (as
hereinafter defined) and Revlon, Inc. s Series A Preferred Stock, par value $0.01 per share (the Preferred Stock ), are

categorized in the table below:

Total Level 1
Assets:
Derivatives
FX Contracts® $ 0.1 $
Total assets at fair value $ 0.1 $
Liabilities:
Derivatives
FX Contracts® $ 20 $
Redeemable Preferred Stock® 0.2
Total liabilities at fair value $ 22 $

Level 2
$ 0.1
$ 0.1
$ 20
$ 20

Level 3
$
$
$

0.2
$ 02

As of December 31, 2010, the fair values of the Company s financial assets and liabilities, namely its FX Contracts (as

hereinafter defined) and Preferred Stock, are categorized in the table below:

Total Level 1
Assets
Derivatives:
FX Contracts® $ 02 $
Total assets at fair value $ 02 $

Table of Contents
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$ 02
$ 02

Level 3
$
$
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Liabilities

Derivatives:

FX Contracts® $ 2.1 $ $ 21 $
Redeemable Preferred Stock (Change of Control Amount)® 0.2 0.2
Total liabilities at fair value $ 23 $ $ 21 $ 02

@  The fair value of the Company s FX Contracts (as hereinafter defined) was measured based on observable market
transactions of spot and forward rates at June 30, 2011 and December 31, 2010. (See Note 10, Financial
Instruments, in this Form 10-Q.)

®)  In October 2009, Revlon, Inc. consummated its voluntary exchange offer (as amended, the Exchange Offer ) in
which, among other things, Revlon, Inc. issued to stockholders (other than MacAndrews & Forbes)
9,336,905 shares of its Preferred Stock in exchange for the same number of shares of Class A Common Stock
tendered in the Exchange Offer. Upon consummation of the Exchange Offer, Revlon,
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Inc. initially recorded the Preferred Stock as a long-term liability at a fair value of $47.9 million, which was
comprised of two components:

Ligquidation Preference: Upon initial valuation of the Preferred Stock, the total amount to be paid by Revlon,
Inc. at maturity is approximately $48.6 million, which represents the $5.21 liquidation preference for each of
the 9,336,905 shares of Preferred Stock issued in the Exchange Offer (the Liquidation Preference ). The
Liquidation Preference was initially measured at fair value based on the yield to maturity of the $48.6 million
portion of the Senior Subordinated Term Loan (as hereinafter defined) that was contributed to Revlon, Inc. by
MacAndrews & Forbes (the Contributed Loan ), adjusted for an estimated average subordination premium for
subordinated note issues. The Liquidation Preference is subsequently measured at the present value of the
amount to be paid at maturity, accruing interest cost using the rate implicit at the issuance date since both the
amount to be paid and the maturity date are fixed.

Change of Control Amount: Holders of the Preferred Stock are entitled to receive upon a change of control
transaction (as defined in the certificate of designation of the Preferred Stock) through October 8, 2012, a pro
rata portion of the equity value received in such transaction, capped at an amount that would provide aggregate
cash payments of $12.00 per share over the term of the Preferred Stock. If the equity value received in the
change of control transaction is greater than or equal to $12.00 per share, then each holder of Preferred Stock
will be entitled to receive an amount equal to $12.00 minus the Liquidation Preference minus any paid and/or
accrued and unpaid dividends on the Preferred Stock. If the per share equity value received in the change of
control transaction is less than $12.00, then each holder of Preferred Stock is entitled to receive an amount
equal to such per share equity value minus the Liquidation Preference minus any paid and/or accrued and
unpaid dividends on the Preferred Stock. If the per share equity value received in the change of control
transaction does not exceed the Liquidation Preference plus any paid and/or accrued and unpaid dividends,
then each holder of the Preferred Stock is not entitled to an additional payment upon any such change of
control transaction (the foregoing payments being the Change of Control Amount ). The fair value of the
Change of Control Amount of the Preferred Stock, which is deemed to be a Level 3 liability, is based on the
Company s assessment of the likelihood of the occurrence of specified change of control transactions within
three years of the consummation of the Exchange Offer. There was no change in the fair value of the Change in
Control Amount from the initial valuation performed upon the October 2009 consummation of the Exchange
Offer through June 30, 2011.

Financial Instruments

The fair value of the Company s debt, including the current portion of long-term debt and Preferred Stock, is based on
the quoted market prices for the same issues or on the current rates offered for debt of similar remaining maturities.
The estimated fair value of such debt and Preferred Stock at June 30, 2011 was approximately $1,277.4 million, which
was more than the carrying value of such debt and Preferred Stock at June 30, 2011 of $1,234.8 million. The

estimated fair value of such debt and Preferred Stock at December 31, 2010 was approximately $1,259.6 million,
which was more than the carrying value of such debt and Preferred Stock at December 31, 2010 of $1,215.4 million.

The carrying amounts of cash and cash equivalents, marketable securities, trade receivables, notes receivable,
accounts payable and short-term borrowings approximate their fair values.
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Products Corporation also maintains standby and trade letters of credit for various corporate purposes under which
Products Corporation is obligated, of which approximately $21.6 million and $21.2 million (including amounts
available under credit agreements in effect at that time) were maintained at June 30,
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2011 and December 31, 2010, respectively. Included in these amounts is approximately $9.1 million at both June 30,
2011 and December 31, 2010 in standby letters of credit which support Products Corporation s self-insurance
programs. The estimated liability under such programs is accrued by Products Corporation.

Derivative Financial Instruments

The Company uses derivative financial instruments, primarily (1) foreign currency forward exchange contracts ( FX
Contracts ) intended for the purpose of managing foreign currency exchange risk by reducing the effects of fluctuations
in foreign currency exchange rates on the Company s net cash flows and (2) interest rate hedging transactions intended
for the purpose of managing interest rate risk associated with Products Corporation s variable rate indebtedness.

Foreign Currency Forward Exchange Contracts

The FX Contracts are entered into primarily to hedge the anticipated net cash flows resulting from inventory
purchases and intercompany payments denominated in currencies other than the local currencies of the Company s
foreign and domestic operations and generally have maturities of less than one year. The U.S. dollar notional amount
of the FX Contracts outstanding at June 30, 2011 and December 31, 2010 was $48.6 million and $46.0 million,
respectively.

While the Company may be exposed to credit loss in the event of the counterparty s non-performance, the Company s
exposure is limited to the net amount that Products Corporation would have received, if any, from the counterparty
over the remaining balance of the terms of the FX Contracts. The Company does not anticipate any non-performance
and, furthermore, even in the case of any non-performance by the counterparty, the Company expects that any such
loss would not be material.

Interest Rate Swap Transactions

Prior to its expiration in April 2010, the Company s floating-to-fixed interest rate swap had a notional amount of
$150.0 million initially relating to indebtedness under Products Corporation s former 2006 Term Loan Facility (prior
to its complete refinancing in March 2010) and which also related, through its expiration in April 2010, to a notional
amount of $150.0 million relating to indebtedness under Products Corporation s 2010 Term Loan Facility (the 2008
Interest Rate Swap ). Under the terms of the 2008 Interest Rate Swap, Products Corporation was required to pay to the
counterparty a quarterly fixed interest rate of 2.66% on the $150.0 million notional amount under the 2008 Interest
Rate Swap (which, based upon the 4.0% applicable margin, effectively fixed the interest rate on such notional

amounts at 6.66% for the 2-year term of such swap), commencing in July 2008, while receiving a variable interest rate
payment from the counterparty equal to three-month U.S. dollar LIBOR.

The 2008 Interest Rate Swap was initially designated as a cash flow hedge of the variable interest rate payments on
Products Corporation s former 2006 Term Loan Facility (prior to its complete refinancing in March 2010). However,
as a result of the 2010 Refinancing, effective March 11, 2010 (the closing date of the 2010 Refinancing), the 2008
Interest Rate Swap no longer met the criteria to allow for the deferral of the effective portion of unrecognized hedging
gains or losses in other comprehensive income, as the scheduled variable interest payment specified on the date
originally documented at the inception of the hedge will not occur. As a result, as of March 11, 2010, the Company
reclassified an unrecognized loss of $0.8 million from Accumulated Other Comprehensive Loss into earnings.
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Quantitative Information Derivative Financial Instruments

The effects of the Company s derivative instruments on its consolidated financial statements were as follows:

(a) Fair Value of Derivative Financial Instruments in Consolidated Balance Sheet:

Fair Values of Derivative Instruments

Assets Liabilities
June 30, December 31, June 30, December 31,
Balance Sheet 2011 2010 Balance Sheet 2011 2010
Fair Fair Fair Fair
Derivatives: Classification Value Value Classification Value Value

Derivatives not designated as hedging instruments:
FX Contracts@ Prepaid expenses  $ 0.1 $ 0.2  Accrued expenses $ 20 % 2.1
and other

@  The fair values of the FX Contracts at June 30, 2011 and December 31, 2010 were determined by using
observable market transactions of spot and forward rates at June 30, 2011 and December 31, 2010.

(b) Effects of Derivative Financial Instruments on Income for the three months ended June 30, 2011 and 2010:
Amount of Gain (Loss)

Recognized in Foreign
Currency Losses, Net

Three Months Ended,
June 30,
2011 2010
Derivatives not designated as hedging instruments:
FX Contracts $ 1.2 $ 1.1

Effects of Derivative Financial Instruments on Income and Other Comprehensive Income (Loss) ( OCI ) for the six
months ended June 30, 2011 and 2010:

Derivative Instruments Gain (Loss) Effect on Consolidated
Statement of Operations
and OCI for the Six Months Ended June 30,

Amount of

Gain (Loss)
Amount of Reclassified
Gain (Loss) Income Statement from OCI
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Derivatives designated as hedging instruments:
2008 Interest Rate Swap@

Recognized in Classification
OCI (Effective of Gain (Loss)
Portion) Reclassified from
2011 2010 OCI to Income
$ $ Interest expense
24

to Income
(Effective
Portion)

2011

$

$

2010

0.9)
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Amount of
Amount of Gain (Loss)
Gain (Loss) Recognized
Recognized Income Statement in Interest
in Foreign Classification Expense
Currency of Gain (Loss) (Ineffective
Losses, Net Reclassified from Portion)
2011 2010 OCI to Income 2011 2010
Derivatives not designated as hedging instruments:
FX Contracts $ (1.8) $ 0.6
2008 Interest Rate Swap@ Interest expense (0.8)
$ (1.8) $ 06 $ $ (0.8)

@  Effective March 11, 2010 (the closing date of the 2010 Refinancing), the 2008 Interest Rate Swap, which expired
in April 2010, was no longer designated as a cash flow hedge. (See Interest Rate Swap Transactions in this
Note 10.)

(11) Income Taxes

The provision for income taxes represents federal, foreign, state and local income taxes. The effective rate differs from
the applicable federal statutory rate due to the effect of state and local income taxes, tax rates and income in foreign
jurisdictions, utilization of tax loss carry-forwards, dividends among affiliates, certain nondeductible expenses and
certain other items. The Company s tax provision changes quarterly based on recurring and non-recurring factors
including, but not limited to, the geographical mix of earnings, enacted tax legislation, foreign, state and local income
taxes, tax audit settlements, the ultimate disposition of deferred tax assets relating to stock-based compensation and
the interaction of various global tax strategies. In addition, changes in judgment from the evaluation of new
information resulting in the recognition, derecognition and/or re-measurement of a tax position taken in a prior period
are recognized in the quarter in which any such change occurs.

For the second quarter of 2011 and 2010, the Company recorded a provision for income taxes for continuing
operations of $2.6 million and $4.8 million, respectively. The $2.6 million provision for income taxes for the second
quarter of 2011, as compared to the $4.8 million provision for income taxes for the second quarter of 2010, was
primarily attributable to lower taxable income in the U.S. and certain foreign jurisdictions, offset in part by higher
deferred tax expense for the U.S. in 2011 due to the reduction of the valuation allowance in the U.S. on December 31,
2010.

For the first six months of 2011 and 2010, the Company recorded a provision for income taxes for continuing
operations of $10.3 million and $9.8 million, respectively. The $10.3 million provision for income taxes for the first
six months of 2011, as compared to the $9.8 million provision from income taxes for the first six months of 2010, was
primarily attributable to higher deferred tax expense for the U.S. in 2011 due to the reduction of the valuation
allowance in the U.S. on December 31, 2010, offset in part by lower taxable income in the U.S. and certain foreign
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jurisdictions.

The Company remains subject to examination of its income tax returns in various jurisdictions including, without

limitation, the U.S. (federal) and South Africa, for tax years ended December 31, 2007 through December 31, 2009,
and Australia for tax years ended December 31, 2006 through December 31, 2009.

(12) Guarantor Financial Information

Products Corporation s 93/4% Senior Secured Notes are fully and unconditional