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Mission Statement

Ay an

Natural Beauty is dedicated to cultivate our staff, customers, students and franchisees
to appreciate our education, products and services, which are made by the love and
kindness of our founder, Dr. Tsai Yen-Pin, who made modern ladies beautiful, confident

and wealthy.
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Chairman’s Statement
FERE

It has been 44 years since Natural Beauty was established in 1972. Natural Beauty
perceives beauty as “healthy and natural’, which is also the guiding principle for
our corporate development. We strive to implement green and environmental
friendly practices throughout each aspect of our production. By controlling
the results, we ensure the low waste emissions and special treatment of toxic
emissions in order to reduce damages to the environment.

We recognize the power of the social responsibility and value the corporate spirit
consistently. We actively cultivate multi-disciplinary talents and pave the way for
their development. The society has nurtured the talents for Nature Beauty, and in
return Nature Beauty contributes back to the society with good faith. In addition,
we have been engaging ourselves in social charitable activities and have created
significant impacts locally.

Adhering to our belief of “Inspired by True Goodness, Beauty originated from the
Nature’, and the principle of “natural beauty is made by love and kindness, and
ordinary people can be extraordinary’, Natural Beauty itself manifests its care to
female and its contribution to the society.

In 2017, we proactively responded to the change in economic trends and
the pressure of environmental protection, adhered to the principle of steady
progress in our clean production, and made new achievements in energy
saving, emission reduction, and recycling. Throughout the year, there is zero
safety incident and 100% settlement of product complaints. Natural Beauty has
given the society a remarkable result and will continue to make contributions
in a number of charitable activities organized by the Natural Beauty Training
Workshop.

As a leading cosmetic giant of the industry, Natural Beauty will stick to the
sustainable development strategy by bearing its social responsibility of
discovering and achieving the beauty. Even nowadays the Chinese economy
and traditional industries are under pressure, Natural Beauty will proactively
tackle the challenges and work with our people to embrace a new norm of

green harmony.

Dr. Tsai Yen-Yu
Chairlady
Natural Beauty Bio-Technology Limited
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Basic Principles of Reporting

This Environmental, Social, and Governance Report (the “Report” or the “ESG
Report”) is the second ESG Report issued by Natural Beauty Bio-Technology
Limited (“Natural Beauty’, the “Company’, or “We"), in responding to the
requirements from the Hong Kong Exchanges and Clearing Limited (“HKEx") on
the disclosure of environmental, social, and governance current practise and
the shareholders’ expectation to Natural Beauty. Hence, the Report is prepared
in accordance with the Environmental, Social, and Governance (ESG) Reporting
Guide published by the HKEx and enriched with the Company’s current policies
and procedures relating to sustainable development (or corporate social
responsibility).

The Report is prepared based on the following principles:

(1) Materiality — The Company believes ESG exerts significant influence on the
investors and stakeholders, thus the Report should disclose any important
matters in regards to the ESG to its investors and stakeholders. For detailed
instruction, please refer to “ESG Guide Reference”.

(2)  Quantitative — KPIs need to be measurable so that the effectiveness of
ESG policies and management systems can be evaluated and validated.
Quantitative information should be accompanied by a narrative explaining
its purpose and impacts with the comparative data where applicable.

(3)  Balance - The Report should provide an unbiased picture of the
Company’s performance, and should avoid any selections, omissions, or
misleading presentation that may inappropriately influence the report
readers on their decision making.

(4)  Consistency — The Company should use consistent methodologies to
allow for meaningful comparisons of ESG data over time. The Company
should disclose in the ESG report any changes to the methods used or
any other relevant factors affecting a meaningful comparison.

Based on the business and operation, the Company has identified the major
stakeholders such as shareholders/investors, government/regulatory bodies,
customers, employees, suppliers/business partners, environmental advocates,
communities and general public who will have an interest in ESG. Through the
collection of their views, Natural Beauty obtains a comprehensive understanding
on their expectations so to balance the interests between Natural Beauty and
the stakeholders.

Certain data used in the Chairman’s Statement and Company Profile
sections is added up by applicable data from all operating entities of
Natural Beauty. Data used in other sections is added up by applicable data
from enterprises within the reporting scope, unless otherwise specified.
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Company Profile
R BT

Natural Beauty Bio-Technology Limited (Stock code: 00157) is a company based
in Shanghai, the PRC. As at 31 December 2017, it employed over 500 employees.
Natural Beauty is principally engaged in the production and sale of skin care,
beauty, aroma-therapeutic products, health supplement and make-up products.
Natural Beauty Holdings Limited was incorporated in the Cayman Islands as an
exempted company with limited liability on 29 June 2001. The Company’s shares
were listed on The Stock Exchange of Hong Kong since 28 March 2002.

With over 40 years of development, Natural Beauty has the following unique

advantages:

Brand advantage: The brand “Natural Beauty” was founded by Dr. Tsai
Yen-Yu in Taiwan in 1972 and has been taking a strong foothold in the
Greater China Region by its natural cosmetology and business philosophy
of “beauty is being natural” In 2008, “Natural Beauty” was recognized as the
Chinese Well-known Trademark by the State Administration for Industry

and Commerce.

Technical advantage: Natural Beauty is always committed to the
development of new products. By taking in prominent bio-chemical
R&D teams and cooperating with other technology companies, Natural
Beauty has successfully developed more than 700 purely natural skin care
products free of strong medication and toxic chemicals such as mercury,
lead, and zinc.

Production advantage: Natural Beauty now has two production bases
in Shanghai and one in Taipei. In 1997, Natural Beauty set up its first PRC
factory in Shanghai which obtained 1SO9000 quality standard certification
in the same year. To cope with its vigorous momentum of development,
the Company constructed a new factory in Shanghai in 2010. The new
production base was built in conformance with the high standards of
Good Manufacturing Practice (“GMP”) of Drugs, making Natural Beauty a
leading GMP cosmetic production enterprise in the PRC.

Scale advantage: Natural Beauty has over 1,000 chain stores in the
PRC, Taiwan and other regions and has increased the numbers of both
franchising store and self-owned stores in 2017.
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Company Profile
AR

Adhering to the operation philosophy of “Research, Education, Service and ~ R#FE [H%E  #FE - RS - #HE] NEEE
Dissemination’, Natural Beauty demonstrates to the world with its outstanding & * BEAEREARARBEHEENE B RRY

products and services, and that it is an energetic and sustainable enterprise. B—HEENBAFELCENDE -
INDUSTRY DISTRIBUTION T2

The picture below shows the geographical distribution of franchise stores of ~NE AT —t &K B AR ERH IR
Natural Beauty at the end of 2017. AN il

Inner Mongolia

gdong
®

Hong Kong
BB

Hainan

B
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Achievements in Environmental Protection

R K 75 TH B B RL

STRICT CONTROL ON “THREE WASTES” EMISSION

As a company engaged in the light chemical industry, Natural Beauty imposes
strict control on the emission of waste water and gas from its factories. The
Company takes harmonious development, environment-friendly and zero
pollution as the business philosophy and strictly sticks to the requirements of
“Regulations of Shanghai Municipality on Environmental Protection”.

Natural Beauty innovated and upgraded its technologies and invested heavily
in new equipment so as to meet the requirements of “Emission Standard of Air
Pollutants for Thermal Power Plants” (GB13223-2011) that was effective since
July 1, 2014. In order to reduce the emission of pollutant gas, Natural Beauty
installed waste gas treatment equipment for boilers in its factories to reduce
the concentration of waste gas to a reasonable level through highly efficient
and flexible treatment methods. As a result, there was a significant reduction in
overall emission since 2014.

For Natural Beauty's factories in Fengxian and Chongming, waste gas mainly
contains sulphide, nitrogen oxide and dust generated by the boilers during the

process of cosmetic production.

Natural Beauty’s factory in Chongming, Shanghai covers an area of 4, 666m? The

details about waste gas emission are as follows:

BrREEI =] R
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TR K SR )5 22 0 BE IR 22 | (GB13223-2011),2 1R
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Waste gas generated by boilers BEEENER

NO-x emission RE(LBERR (ka/year) (B /) 64800
Smoke and dust emission TEEEBERN (kg/year) (A /) 223.20
Sulfur dioxide emission Y | ez 37, (kg/year) N 94320
Vehicle exhaust FREER

NO-x emission RE(LBERR (kg/year) (AT /%) 56.64
Smoke and dust emission EEEHEIR (kg/year) (BT F) 543
Sulfur dioxide emission — bR (kg/year) (AF /%) 0.05
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Achievements in Environmental Protection

The factory in Fengxian, Shanghai covers an area of 7,317m? The details about

waste gas emission are as follows:

BRRTT E R B SL

U EBEENTHMAmE7N7FIK B
BEREERFBHEIIT -

Waste gas generated by boilers MEEENER

NO-x emission RECYIBER (Kg/year) (A /%) 252.70
Smoke and dust emission TEEEBEIN (Kg/year) (R /) 27.00
Sulfur dioxide emission — AR (Kg/year) (B /&) 24230
Vehicle exhaust EER

NO-x emission R HERR (kg/year) (A /%) 267.59
Smoke and dust emission TBEEHEIR (kg/year) (A /%) 1241
Sulfur dioxide emission & ERRBERR (kg/year) (R F) 0.13

The factory in Taipei covers an area of 24789 m?. The details about waste gas

emission are as follows':

R EILE TRRAMTIE2,4789F 7K » HEER
BEREF BRI T

Vehicle exhaust REER

NO-x emission RENCHIBER (kg/year) (B /%) 397
Smoke and dust emission TEEEHERL (kg/year) (A /%) 0.37
Sulfur dioxide emission —EA B (kg/year) (B /) 0.01

The office in Shanghai covers an area of 10495.98 m? The details about waste

gas emission are as follows?

R BB ER(EHETE10495.98F 5 K °
HEER AR IEEI T

Vehicle exhaust REER

NO-x emission RE(LBERR (kg/year) (A /%) 14.34
Smoke and dust emission TBEEHERL (kg/year) (AF /%) 1.06
Sulfur dioxide emission — AR (kg/year) (AF /%) 0.15

The office in Taipei covers an area of 10,495.98 m? The details about waste gas

emission are as follows:

LA B A A3 E R (R HD T 781049598 5 K ©
HEERBERM BT

Vehicle exhaust FEER

NO-x emission RENCHIBER (kg/year) (BF /%) 197.08
Smoke and dust emission TBEEHERL (kg/year) (B /%) 14.51
Sulfur dioxide emission —EAERRBER (kg/year) (A /%) 0.32

! The factory of Taipei has not made statistics on waste gas generated by boilers yet
in this report period, which will be refined in future annual reports.
2 Shanghai and Taipei offices do not involve boiler exhaust from production activities
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Achievements in Environmental Protection

BRRTT E R BT

Water breeds life and serves as the foundation of harmonious societies. Natural
Beauty has always been committed to water resource conservation. To protect
water resource, China has established the strictest water resource management
system called “Chief Executive Accountability System’, under which heads of
local governments at provincial, municipal and prefectural levels shall hold
accountable and divide the responsibility of holding “Three Red Lines” (namely,
requirements on total water consumption, water-use efficiency, and pollution
discharge in water function areas) that are defined by the State Council to
provinces, municipalities as well as prefectures. In response, Natural Beauty
commits to strictly adhere to the local environmental protection regulations
and avoid discharging untreated water to natural waters. In addition, in order
to friendly and sustainably utilize water resource, Natural Beauty commissions a
sewage treatment plant to treat waste water generated by the boilers and the
heating system of the headquarters building and discharge them when they
reach the standard of local sewage treatment requirement.

With the purpose of protecting environment, Natural Beauty’s factories attach
great importance to the control of waste water discharge during the process of
production by strictly monitoring the major indexes.

IKBETEwm - TMAMBHLENER - BAE
—HUARBBNRKERRE - BT REKE
R PR T REREKERE RS E—
[TTRERAERH] Bt RE& EED
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T FAKRMERE - ARIKIIBE R R HI#T R
E)NTEEEDERE FEEMUARSM
RITHER - AR —FHE - BAXBRETH
THRFEREER - WP A R IE R K
EEARKE - IS BT RE - AIREMER
KER - BAFRZRE—MIKEEREERE
R BEARBNEBRRGITELOREK - FREK
SZER 077757 BRI R TE IR IR IR T THEDR

RTRERRE  BAENIH T HOEREEB
R BB KB EE - BB T B S
ROEEB R

waste water (tons)

CODCR emission (mg/l)

suspended solids (SS) (mg/I)

BEK (W) LBEEEEHN (BR AFH) BIER (ERDH)

The factory in Chongming 4,554.00 9.80 21.07
REAR

The factory in Fengxian 5,217.00 14.00 39.00

The factory in Taipei® 1,464.00 1,300.00 318.00
&b

hazardous waste (tons) non-hazardous waste (tons)

BEEEY (M) EEREEY ()

The factory in Chongming 0.075 340
EREARR

The factory in Fengxian 0.10 10.00
=B

The factory in Taipei 0 1.70
At

The solid wastes produced by Natural Beauty’s headquarters building mainly
consist of domestic wastes, waste papers and packing cartons. A property
management company is engaged to dispose an average of 1,200L of rubbishes
per day for the Company in compliance with the national regulations.

3 Taipei factory has not carried out regular testing of wastewater pollutants. In this
year, the Taipei factory waste water discharge data was the test data at the end of
the reporting period, and the high value of pollutants was related to the location of
the water intake and the single data sample. Taipei factory will improve the regular
testing in future years, and improve the effectiveness of the data disclosed in this
section.
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Achievements in Environmental Protection

CONCERTED EFFORTS TOWARD EMISSION REDUCTION
The concept of enterprise environmental protection receives popular support
in the 21st century. Natural Beauty responses to the call of the Chinese
Government on energy conservation and emission reduction with detailed
actions, becoming the vanguard among the peers. To reduce wastes, Natural
Beauty applies electronic office by replacing the traditional business procedures
based on paper with ERP system to reduce paper consumption. To reduce
carbon dioxide emission and achieve low-carbon office, Natural Beauty installs
energy-saving lights in office area, posts energy saving slogans, and sends
security guards to ensure lights are off when employees leave the office. And
to reduce energy and resource consumption during travels, Natural Beauty
advocates modernized “light office” by making the Company, including the
subsidiaries, utilize telecommunication and teleconferences via telephone/video,
which not only contributes to low-carbon and environmental protection but
also improves efficiency.

Natural Beauty advises staff to commute by public or shared transportation.
The factory in Fengxian, Shanghai is equipped with shuttle buses which are
convenient for staff and reduce the usage of their cars, aiming to achieve double
benefits of energy conservation and emission reduction as well as staff care.

As Natural Beauty commits to the mission of contributing to the society and
environment, 75% of its raw materials required in the factories in Shanghai
are provided by local suppliers; 11% from Jiangsu Province, which significantly
shortens the unnecessary long distance transportation, and lowers energy
consumption and carbon dioxide emission while generating returns to local
qualified suppliers. That also promotes the synergic development of local
industrial chains and supports local employment.

WASTE PAPER RECYCLING FOR CYCLIC UTILIZATION
Being regarded as the forest resources in cities, waste papers, including
discarded newspapers, book papers, office papers, paper boxes, corrugated
papers and wrappers, are valuable fibrous materials. The Company decreases
paper utilization greatly via electronic office and by calling for recycling office
papers, such as using both sides of the paper for printing, attaching the receipts
on the waste paper during reimbursement. Leveraging waste paper as resources
for double benefits of paper saving and environmental protection is an effective
measure to cut down the consumption of woods, water, power and the emission
of pollutants, and raise staff’s awareness of environment protection starting from
these small acts.

DECENT WORK ENVIRONMENT EMBRACED BY GREEN
PLANTS

Natural Beauty's office area in Shanghai covers about 10,845m? of which nearly
3,343m? is covered with vegetation, a greening rate of 23.56%. The greenery
creates a comfortable and natural work environment, and it helps develop a
natural scenery line in the city. These green belts grown among the buildings
can play a role in eliminating visual fatigue, beautifying the city and reducing
traffic accidents. Besides they become the urban green lung by taking in
pollutants such as traffic exhaust gas and dust as well as absorbing and isolating
noise.
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Achievements in Environmental Protection

BRRTT E R BT

ENVIRONMENTAL PROTECTION PERFORMANCE

A great deal of water resources is consumed during the production of
cosmetic, therefore proper utilization of water resources is a priority for
cosmetic producers. In order to improve its recycling system of water resources,
Natural Beauty continuously upgrades its water saving equipment and water
recycling equipment, which increases its productivity, lowers water and steam
consumption, improves wastewater treatment and achieves water recycling
during the production. The management of daily power and oil consumption,
the implementation of shuttle bus system and the execution of energy saving
raise the staff's awareness on keeping the habit of turning off the lights when
leaving the office and avoiding over consumption of water, power and energy.

RRFEMRKRE

b mEEERERARBREKRER At
ZEMNBAKERDNALABEEENE 24
%o RTHEKREREKELS - BAEFEA
BEFTKEREROKEREIEE - BIREER
BARRAME  BREKERERAE  BEEK
RIBWEBKER 2O - EEGHAREES

BERE  BEABEREZRRETHEBSEN

BRENT O BIRFE TUBRAN A =T
BREMEE  URERBREEEKER B
ReeR2z B -

Water consumption FKE
Total
consumption Intensity
(m3/year) (m?3/unit area)
JHAEHE BE
(MFHKFE) (ABHXKENEE)
Annual water consumption of Natural Beauty BAZERTEZ 21,795 0.54
in the PRC BERKE
Annual water consumption of Natural Beauty B $ASER & & 2,367 0.60
in Taiwan FEFKE
Oil consumption HEE
Total consumption Intensity
(litre/year) (litre/unit area)
HEEE BE
(# /%) (F B EE)
Gasoline consumption of vehicles for BRAERFEZ 10,520 047
official uses of Natural Beauty in the PRC AIERAEDHEREE
Trucking diesel consumption of BAERFEZ 10,917 049
Natural Beauty in the PRC RELREFEE
Boiler diesel consumption of BAERFEZ 48904 2.18
Natural Beauty in the PRC B LERIEFEE
Gasoline consumption of vehicles for BAERE & 22416 567
official uses of Natural Beauty in Taiwan NIRRT ERE
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Achievements in Environmental Protection

RIRT E R AR
Power consumption HEE
Total Intensity
(kWh/year) (kWh/unit area)
(FEE %) (TRE EAEK)
Power consumption of Natural Beauty BAERFREZ 2,097,120.00 93.29
in the PRC REE
Power consumption of Natural Beauty BAEREE 596,210.00 150.94
in Taiwan HEEE
Carbon dioxide equivalence —HImEE
Total Intensity
(kg/year) (kg/unit area)
(BF /%) (AF/EBNEHE)
Carbon dioxide equivalence of BAFERFEZ 2,347,703.13 10444
Natural Beauty in the PRC —atixEE
Carbon dioxide equivalence of BAEREEZ 397,425.36 10061
Natural Beauty in Taiwan &tk =
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Achievements in Environmental Protection

BRRTT E R BT

Packaging material consumption BEMBER

Total Intensity

(ton/year) (kg/unit area)

(W, %) (2F/BEK)

Packaging material consumption of BAERPE 2 102.20 455
Natural Beauty in the PRC BEMHESE

Packaging material consumption of BRERE & 2484 6.29
Natural Beauty in Taiwan BEMEESE
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Human Rights and Labor

EMPLOYMENT

Natural Beauty introduces a transparent and efficient recruitment process
which attracts a vast amount of outstanding talents since its establishment. The
policies clearly regulate each aspect in the HR cycles including the recruitment,
on-boarding, probation, position change, promotion and dismissal. The policies
and systems guarantee a consistent fair and transparent environment while
satisfying various talent demands for their development.

The Company verifies applicants’ identity documents during recruitment and
strictly prohibits the use of child labour. There is no incident of use of child labor
identified during the reporting period of the Company.

The Company attaches great importance to human rights and prohibits gender
discrimination, strictly complying with No. 619 Decree of the State Council —
Special Provisions for the Work Protection of Female Employees. By the end of
2017, the Company has 533 staff in total, including 530 full time employees and
3 part time employees. There are 434 female employees, accounting for 81.43%
of the total headcount, with 26 female management personnel taking up
68.42% of the total management staff.

AEERS T

=%
BAZEIEER B ERNRERF - GHRT
ARB S| BTHESAL - ARFERRE
AEBRRHESESE - BERE AR 2
- B TIBERE - ZSBRERAERS
— - AFEFEHANEE - FEREERER
BRERBAL o

ARBIRABEBIE P RLEEEN S (X IFET
BE - WERRFERAET - RWEHBR - AR
A ERRIAERETNSEMF -

ARBIFFERARALZE R - BRIE
B F BB 2 5861958 (B TS R E R 7
RE)  RZFB—LHFFK ARFAIGHE

F533RE T 85302288 T K525k
BT - ARRMEM434BLET  1HRAEN
81.43% @ HF26BLMERABMEEABL
AEH68.42% °
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Human Rights and Labor

AMEERST
Staff employment of Natural Beauty in the PRC 2017
BREX-Z-—tFRHIEZETER

81.65% 18.35% 10.78% 9.17%
Female Male Age over 50 Age below 30
5 50 A £ 308U T
80.05%
Age from 30 to 50
(inclusive)
30BE E508% (&)
Staff employment of Natural Beauty in Taiwan 2017
BRE-ZE—tFREEBZETER
80.41% 19.59% 31.96% 12.37%
Female Male Age over 50 Age below 30
z 5 508 £ 30BE AT

55.67%

Age from 30 to 50
(inclusive)

30 E50m (&)
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Human Rights and Labor

AFEEZE T
Staff turnover rate of Natural Beauty in 2017
BRAEZZE—LtFZEIREAE
30.00%
35.00% 25.37%
A 0
22.30%
) 20.49%
AU 18.43%
15.61%
0,
(o 13.42%
10.00% 2L
4.88% 6.18¢
5.00% 3.87% °
2.73%
e 0.00% 0.00% 0.00%
J 0
(,e“ée‘ Qe((\%\e N\’A\e PQ@)@ e /7\ e‘ (\‘ «\
N 3 oV oI
\{%ﬁ’ ¥ % % %(_’“\,):< \\‘\ Q*%?» £ ?ge @»)- (&\Q o "%ﬁ)\ o Q\o @’@ ?"’ Q\o @
",5 5> et
the PRC Taiwan
i =1
COMPENSATION AND BENEFIT =10 DSEER

Natural Beauty has a clearly defined pay structure, salary adjustment model
and calculation standard. The Company regularly pays various social insurances,
including pension scheme, unemployment insurance, social medical insurance,
work-related injury insurance and maternity insurance, as well as housing fund,
etc. The payments made are in compliance with the local regulations.

The Company also provided preferential treatments to the pregnant employees,
which include reducing their working hours and providing special nourishment

subsidies.

BARENRIRAR AT

BAXRABREERNFTIRE  FSRER
B R EFERE o AR Tmﬂ;ﬁﬁiﬁylﬁﬁ@ﬁ
% BREERKREE - RERR  HEBEERF
% THRE - £5 KRR LA&1I)~EE%<£§ ° %
SRR T REEL -
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Human Rights and Labor
AEEAZ T

In accordance with national and local government policies, the minimum wages
offered by the headquarters and all factories of Natural Beauty satisfy or exceed
the local minimum wage standards. Additionally, the Company provides staff
with education and trainings, social activities, health check and other benefits,
attracts multiplex talents with fair and reasonable compensation, and facilities
the improvement of expertise and management ability through a full range of

compensation.

PERFORMANCE APPRAISAL AND ATTENDANCE
MANAGEMENT

The Company applies performance appraisal as a mean to execute compulsorily
improved cross-functional and circulative performance management. The
performance appraisal is classified as daily appraisal, monthly (quarterly) appraisal
and mid-year (year-end) appraisal based on the appraisal frequency defined. The
supervisors at different levels in the departments design appraisal index for daily
and monthly (quarterly) appraisals based on the team’s objectives and evaluate
the appraisal results all by themselves. Daily appraisal results can be considered
as main references for monthly (quarterly) appraisal while monthly (quarterly)
appraisal will be used for mid-year and year-end appraisals which are organized
by HR department for all staff.

Attendance and leave systems provides data related to staff's working hours,
i.e. 8 working hours every day and 40 hours in total every week (excluding
daily meal time) and attendance record. For the departments and employees
need to implement special working systems with the approval of relevant labor
departments, they can execute approved special working hour systems.
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Human Rights and Labor
ARESET

PROMOTION AND TRAINING

With the objective to achieve mutual development, the Company has designed
special training courses for staff in different positions or at different levels
to develop their comprehensive capabilities for better career development.
Meanwhile, the Company invests a lot not only in safe production but also
in developing the corporate culture and improving staff's health knowledge.
Besides, the Company organizes all staff trainings to improve their professional
skills and career satisfaction. For example, the administrative department
organizes fire safety trainings irregularly to help staff improves their fire safety
knowledge, safe evacuation and self-rescue skills. HR department organizes

trainings covering all aspects of enterprise management.

The training centers specially established in Shanghai and Guangzhou by the
Company to provide trainings for all cosmetologists of the Company about the
product and service technologies, corporate culture and health concept. These
centers help cosmetologists build broader platforms for career development to
gain professional skills and serve customers better, optimize their career exposure
and improve the quality of their lives. Natural Beauty has held seminars and
planned to provide trainings for all employees at different levels at headquarters
and all factories.

EAREYRIRABRAT
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Human Rights and Labor

AfEERSS T

The number of employees under training

Natural Beauty in the PRC

BilhzEBEAR

EEAE NG

Employees Trained

Total employees

FIEEAH BEEAH
Senior Middle
management management Staff
Gender Bl =BEEE hEEE BT 436
Male 5 10 16 54 80
Female o8 22 35 299 356
Natural Beauty in Taiwan BAZERAE
Employees Trained Total employees
ZIEEAH BEBAH
Senior Middle
management management Staff
Gender 451 SEERE REEE BT 63
Male 5 2 2 6 10
Female L°8 4 4 45 53
Training for employees EEEZI
Natural Beauty in the PRC BAEZNFE
Total training
Training hours hours per capita
FE BB AR R
Senior Middle
management management Staff
Gender 4 51 SEEE PEEE BT 9.50
Male 5 256 384 42 1340
Female @ 200 480 2392 8.63
Natural Beauty in Taiwan BAENRGE
Total training
Training hours hours per capita
IR AT BB
Senior Middle
management management Staff
Gender 4 Bl SEERE hEEE BT 45.14
Male 5 56 56 168 2800
Female I 112 112 2340 48,00
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Safe Production to Guarantee Efficiency

As the industry-leading GMP cosmetic enterprise, Natural Beauty emphasizes the
environment, health and safety of the employees while focusing on production
quality. To fulfil this obligation, the Company, in addition to provide necessary
instruments and equipment, it also offers safety manual and relevant on-the-job
trainings, and supervises staff’s routine work to guarantee the effective
implementation of the above-said work. Visitors are permitted to enter the
designated area only after registering at the reception so as to ensure the safety
of the property and of all staff and avoid disturbance to the normal operation.

The Company strictly complies with the Regulations on Work-Related Injury
Insurance and Measures for the Assessment of Work-related Injuries of the State
Council and the Provisions on the Scope of Dependents of Employees Killed in
Work-related Accidents (Order of the Ministry of Labor and Social Security No.
18) and Administrative Measures for Diagnosis and Identification of Occupational
Diseases (Order of Ministry of Health No. 91) to ensure medical care and financial
compensation are provided to employees suffering from work-related injuries
and occupational diseases and facilitate work-related injury prevention and
occupational rehabilitation. The Company pays work-related injury insurance
premiums on time and purchases critical iliness insurance for all of its employees.
It performs the procedures to assess work-related injuries and the workers' ability
to work, pays work-related injury insurance benefits as required and organizes
employees to take physical check-up each year. The security assurance above

will be included in the provisions of labor contracts.

Natural Beauty has taken precaution measures for work safety in workshops,
such as assigning specific personnel with proper training to manage the special
equipment which might pose threat to workers' safety in workshops, including
fork lift trucks, electric welding equipment, boilers and special elevators. The
HR Department organizes annual fire drills and provides workers with safety
trainings concerning the use of special equipment in May and November each
year to ensure that the staff are fully aware of occupational safety. Thanks to the
Company’s strict management on both the policy level and implementation
level for work safety, the Company achieves zero safety accident and zero work

ZEEEHEMZERE
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Products/Services and Customer Retention

Em,/ BEREFHER

The Company has developed thorough and feasible operation manuals and
flowcharts for product labelling, advertising, handling customer complaints
and return and exchange, strictly adhering to the requirements of Shanghai
Municipal Food and Drug Administration on health and safety, advertising,
labelling and privacy issues of products and services.

Product quality is of self-evident importance for enterprises. With increasingly
intensive competition in cosmetic industry driven by fast global economic
integration, it is a key approach for enterprises to innovate products, improve
product quality and enhance the sense of services to gain competitive edge
and realize sustainable development. Taking product quality and safety as the
business mission, Natural Beauty ensures the health and safety of customers
based on severe quality management and handles customer complaints in a

timely manner to allow the customers enjoy the maximal benefits.

INTELLECTUAL PROPERTY RIGHTS

One of the Company’s main intellectual property rights is the exclusive right
to use trademarks, which is appropriately applied for and maintained by
professional legal staff. It is required to report to the Trademark Office of The
State Administration for Industry & Commerce of the People’s Republic of China
(“SAIC") prior to the registration of a new trademark. After formal examination
and substantive testing, the trademark registration certificates will be issued.
If its intellectual property rights are infringed or threatened, the Company can
safeguard its legal rights by filing complaints to the SAIC or taking a legal action.

QUALITY TESTING

Each factory of the Company has sufficient and professional personnel for
quality control, who conduct quality testing during the whole production
process to ensure a comprehensive quality testing. Only products meeting the
standards will be delivered to the market. The Company usually sets a three-year
term of expiry period for products. The factories adopt conservative policies
concerning the time when products are not allowed to leave the factory. For
instance, cosmetic products that are about to expire within less than one year
and products provided to supply chains that are about to expire within less
than two years are forbidden to leave the factory. Natural Beauty takes strict
measures following its principle to provide quality products to consumers as a
key principle of corporate social responsibility, and is highly recognized by the
society.

MARKETING

The Company timely updates on information changes of product tags as
required by the cosmetic industry. The changed product tags shall be submitted
to legal for formal approval.
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Products/Services and Customer Retention

The Company also formulates monthly and quarterly marketing plans in
accordance with the national advertisement regulations, and designs appealing
magazine advertisements or other forms of promotional materials based on a

combined consideration of product features and existing marketing events.

CUSTOMER SERVICE

The Company set up a specialized aftersales service hotline to deal with
customer complaints, refunds or exchange of items. With disposal form and
product compliant form properly filled out, we offer refunds or exchange items
after validation by customer service department, quality control department and
product team. There is a time limit for each complaint handling process, aiming
at protecting the rights of customers through rigorous complaints handling
methods. In case of inextricable legal conflicts, we turn to the legal department
and fully leverage social media to ensure the openness and transparency of
00% of
product complaints. In 2018, the company targets at a lower complaint rate and

aftersales services. In 2017, Natural Beauty has successfully handled 1

a resolution rate of 100% for service complaints. We have always emphasized
product quality, product innovation and a diversified and comprehensive
product system. Following the operating philosophy of “reverse thinking and
market orientation with customer satisfaction at the core’, we are committed
to improving service quality and awareness to timely respond to customer

complaints and maximize customer benefits.
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Complaints handling BREE
No. of Percentage of
well-handled well-handled
Total complaints complaints
EE,EH EIE/E Adh
Type W] By KRR E RFEDLE
Products and Service Complaints B MRS R 1,121 1,119 99.99%

CONFIDENTIALITY OF INFORMATION

The Company has set strict requirement on obtaining and assessing customer
private information, and designed improved internal processes for the viewing
of the archived contracts and data. The Company delegates different levels of
authority to review and approve the external and internal parties on borrowing
of archived contracts. As for data management, the Company designs different
approval processes for access to the regional customer data and internal data.
We complete and trace records of the borrowing of archived contracts and data
to enhance privacy protection and demonstrate Natural Beauty’s commitment
to customer privacy.
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Supplier Management
HEREE

The purchase department of Natural Beauty has formulated Supplier
Management Measures to standardize, monitor and manage the development,
assessment and evaluation of suppliers, thus to ensure that the suppliers provide
qualified materials and services with constant improvement in quality. Natural
Beauty plans to include environmental and social responsibilities of suppliers
in its new version of Supplier Management Measures as an indicator for supplier
selection and assessment, aiming at demonstrating supply chain responsibilities,
redefining internal governance and management requirements, and adjusting
purchase strategies. By communicating and cooperating with suppliers
(including subcontractors), we encourage them to follow regulations and
standards regarding social responsibilities and implement effective management
plans which ensure compliance in a systematic way.

Currently, Natural Beauty has created a list of qualified suppliers through strict
review and screening, which will be updated in real time based on the types and
location of upstream suppliers.

Overview of qualified suppliers in the PRC
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Supplier Management

HEBEE

Distribution of suppliers by province REGE D 2 HEERD#
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Responsibilities towards Communities

tHtEEE

Support from communities is critical to the development of a company.
Deeply rooted in the communities, Natural Beauty has always borne in mind
its responsibilities and commitment to the communities by creating economic
benefits to the society and enhancing the economic cooperation with
communities based on a combination of corporate development. We also
keep facilitating our communication with communities to fully safeguard the
legitimate interests of community residents. Our employees are encouraged to
participate in voluntary activities and actively establish long-term cooperative
relationship with communities, thus making great contributions to the

construction of a "harmonious community”.

FREE TRAINING WITH LOVE AND CARE FOR 25 YEARS

It has been 25 years since the establishment of Natural Beauty Training Workshop
in 1993. Even though trainers come and go, the original purpose of ‘conveying
beauty knowledge to the society at no charge” stays. In 2017, we offered 56
free courses in Shanghai, Beijing and other 10 cities, each lasting for two to five
days, and attracted a total of 4,128 people. The trainings include identification of
harmful chemicals, skin test, in season tips for skin care, match of different skin
care products, and DIY facial massage, etc. The trainees have actively responded
to the courses by showing their appreciation for what they have learnt about
skin rejuvenation and skin care, and noted that they would convey Natural
Beauty's perception of beauty and the philosophy of delicate life to their families
and friends. Besides, this also helped create a lot of opportunities for women to
start their own business, thus exerting positive influence on the society.

LOVE TOWARDS THE SOCIETY UNDER THE SAME BLUE
SKY

Natural Beauty’s factories are all located in industrial parks far away from the
downtown area since we aim to minimize any possible impacts of noise created
in the production process on populated areas. At the same time, Natural
Beauty, as a large company, has also added to the diversity and versatility of the
industrial parks, thus achieving mutual benefits in both economic and social
development.
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CONVEYANCE OF LOVE THROUGH CHARITY
ACTIVITIES

The sound development of enterprises is closely tied to the sustainable
social development. Over the past 45 years since the establishment, we
have always been committed to giving back to society with a grateful heart,
and to create jobs and promote regional economic development. We have
actively communicated and cooperated with communities to promote the
establishment of “harmonious community” and have vigorously participated in
charitable activities and showed our concerns for the weak.

The Company has been an active donor to the Greatest Love under the Blue Sky,
a charity campaign which was initiated by the Shanghai Government since 2000.
In 2017, the Company donated RMB50,000 to help the groups and individuals in
need.

In 2017, the staff of the Company donated RMB9,135 for one employee of the
Company who suffered from leukaemia.
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Anti-Corruption and Anti-Bribery under the Principle of Integrity

RMERATz2RETRRER

Having thoroughly implemented the spirit of the third and fourth plenary
session of the 18th Central Commission for Discipline Inspection (CCDI), the
Company works tirelessly oppose formalism, bureaucracy, hedonism and
extravagance; resolutely investigate and prosecute corruption cases to enhance
its power as a deterrent; actively conduct internal inspection to make it “the
Sword of Damocles”; and enhance the construction of discipline inspection and
supervision team to constantly deepen anti-corruption efforts.

FRAUD REPORTING

The Company establishes the internal audit department and allocates audit staff
to work on site in various factories. The internal audit department formulates
Audit Manual to examine staff's behavior against standard requirements, and
create a fraud supervision system across the Company. To respond to its culture
featured by integrity in practices, the Company has also established a fraud
reporting system to enhance supervision and protect Natural Beauty from
fraudulent acts. No corruption lawsuits against the Company and its employees
occurred during the reporting period.

UNDERTAKING OF INTEGRITY

The Company requires the purchasing department to ask the suppliers to sign
the Supplier Integrity and Confidentiality Undertaking to ensure that suppliers
are committed to honesty, integrity, and confidentiality when they gain access
to relevant staff and information during related business activities (including
business negotiation, supply of materials, service, contract, technological
cooperation and exchange, logistics, payment, and contract performance, etc.).
This is to ensure fairness and justice of the whole purchasing process, and avoid
fraud, forgery, and bribery.
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Performance and Data

REKEE

ENVIRONMENTAL DATA REHE
Data

Indicator BE Unit B i
Total waste water consumption BEEKAE Ton A 11,235
Total waste gas consumption BERAE

NO-x emission A LB kg/year NI 144032

Smoke and dust emission fEEEHE IR kg/year NS E 28397

Sulfur dioxide emission & ERRBERR kg/year NI 1,186.16
Total water consumption {AFEKE Ton 7} 24162
Total power consumption B EREEE kwh TR 2,693,330
Total fuel consumption WP EFE B2 L NI 92,757
Packaging material consumption BEMENEREE Ton e 127
Paper consumption EAE Piece iR 315,000
Flat size RHEE m? TR 26,429
Number of staff EE AR Headcount A2 533
SOCIAL DATA rEHE

Data

Indicator BE Unit B g
Total staff EEEE Headcount A 533
Percentage of male staff SHEEBDLL % % 1857%
Percentage of female staff ZHEEB L % % 81.43%
Percentage of staff aged below 30 30BRA MEE BALE % % 9.76%
Percentage of staff aged 30RESORRIEE AL % % 7561%

between 30 to 50 (including 30) (BLFE305%)
Percentage of staff aged 50 or above S0ERA EIEE B A % % 15.63%
Percentage of senior management BEEEAEBENL % % 7.13%
Percentage of middle management REEEAEBDL % % 11.07%
Percentage of staff EEADL % % 81.80%
Male staff turnover rate St{E BIRARLLE % % 4.06%
Female staff turnover rate T ER MR X % % 18.82%
Percentage of female staff in management ZHEBAEBDL % % 4.38%
Casualty caused by work-related injuries ATLBET A Headcount — A 0
Time loss due to work-related injuries A TIS1EK TIERFER Hour AN 0
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ESG (juide Content Index
(RIEE -t RERBHBEIES) AR ES|

HKEX ESG GUIDE CONTENT INDEX

BERRGM(RE - HERER

HiEs) AR RS

Aspect Disclosures Reporting chapter Page No.
Bl KE REEH B
General The Company has set up certain policies and relevant standards, rules and regulations ~ Whole Report
disclosure  on environmental and social BihmsE
—REE  ARACHRERMEAEEETE TRE AEREE  RBIRER
A. Environmental
BE
Al Emissions Achievements in environmental protection P6-P12
235 L) RIRT EAA FHZE
F128
Al The types of emissions and respective emissions data Achieverents in environmental protection P6-P12
PERUE R RABRIHE R - RRAEMNAK F6EZE
£128
A12 Greenhouse gas emissions in total (in tons) and, where appropriate, intensity (eg. per  Achievements in environmental protection P11
unit of production volume, per facility) RIRAE RIS ENE
BERBEENE CAEE) Rk (0ER) BE (MABES SN - §ERH
)
A13 Total hazardous waste produced (in tons) and, where appropriate, intensity (e.g. per unit  Achievements in environmental protection P8
of production volume, per facility) IRIR A E R SE 88
FESREREENAS E:E) & (0Eh) BE (NWASESEN - 818
RiEEtHE) ©
Al4 Total non-hazardous waste produced (in tons) and, where appropriate, intensity (e.g. per  Achievements in environmental protection P8
unit of production volume, per facility) RRAERR G
FEAERZEENAS CAE:E) & (WEh) BE (WASESEN - 818
Rt HE) ©
A15 Description of measures to mitigate emissions and results achieved Achievements in environmental protection P6&P9
HREHE B AR R PR1GACR RIR A E AR F6AK
FIR
A6 Description of how hazardous and non-hazardous wastes are handled, reduction  Achievements in environmental protection P8-P9
initiatives and results achieved RIRAERIKG F8HE
HIRERERESEENNAE  REELSNERRAGEKR - £98
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ESG Guide Content Index
(RIE - HERERBEES) RBRZEL|

Aspect Disclosures Reporting chapter Page No.

Bl KE HERH L

A2 Use of resources Achievements in environmental protection P10-P12
EREA BRIRT EAAEE EAEED

F108

A21 Direct and/or indirect energy consumption by type (eg. electricity, gas or oil) in total  Achievements in environmental protection P10-P12
(kWh in '000s) and intensity (eg. per unit of production volume, per facility) RERAERA S F108E
RREHESNERR /IHEER (WE - f30h) BEE ATETRE £128
8) REE (MABES BN - BERMEHE)

A22 Water consumption in total and intensity (eg. per unit of production volume, per  Achievements in environmental protection P10
facility) RO ERAK S £108
BRKERERE (WABEEEN - §RRMHE)

A23 Description of energy use efficiency initiatives and results achieved Achievements in environmental protection P10-P12
T B IR GE A A B R ATR AR BRIRT EAAE EAEED

F18

A24 Description of whether there is any issue in sourcing water that is fit for purpose, water ~ Environmental protection performance P10
efficiency initiatives and results achieved (details of water efficiency data will be 108
HKEERKE LA B EMEE - AR AR E 2 RETERR disclosed in next report).

RRABNERER (AKMENFERRT
—BBERRE) -

A25 Total packaging material used for finished products (in tons) and, if applicable, with  Environmental protection performance P12
reference to per unit produced RRAHERRE £128
HmAAaEMHnEE CAEHE) k (WER) BLESfEE -

A3 The environment and natural resources Achievements in environmental protection P6 & P10
BERARER RR7E AL F6AK

£108

A3 Description of the significant impacts of activities on the environment and natural ~ Achievements in environmental protection P6 & P10
resources and the actions taken to manage them RIR A E RIS F6AK
WX EDHRERARE RN EAYERERNERAMT BN - £108

B. Social
e

B1 Employment Human rights and labor P13-P17
&R ANEERST F135E

£178

B1.1 Total workforce by gender, employment type, age group and geographical region Human rights and labor P14
RIER - EREER  FRARIEE S NIESE - ANEEST F148
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ESG Guide Content Index
(RIE - +ERERBERES) AR R

Aspect Disclosures Reporting chapter Page No.
Bl KE HERH L
B1.2 Employee turnover rate by gender, age group and geographical region Human rights and labor P15
RIR - FRARNREREDHERRALE o ANEERST £158
B2 Health and safety Safe production to guarantee efficiency P19
REEZ2 LR ERYERRE £198
B2.1 Number and rate of work-related fatalities Safe production to guarantee efficiency P19
ATEBEMITAABRLE ZRHEENERE £198
B22 Lost days due to work injury Safe production to guarantee efficiency P19
AIGEATERS - TRHEENERE £198
B23 Description of occupational health and safety measures adopted, how they are  Safe production to guarantee efficiency P19
implemented and monitored TR EERYRRRE £198
BRARANBERRER 21 AREERTREENE -
B3 Development and training Hurman rights and labor P17-P18
BEREN NERST F17EE
£18H
B3.1 The percentage of employees trained by gender and employee category (e.g. senior  Human rights and labor P18
management, middle management) ARERET £188
RURIRESER (MERERE TREEES) APNXIEEBDL
B32 The average training hours completed per employee by gender and employee category  Human rights and labor P18
RIERIRERERED - BAEB TN TR - ANEERST #1885
B4 Labor standards Human rights and labor P13
HIRA ANEERST £138
B4.1 Description of measures to review employment practices to avoid child and forced  Human rights and labor P13
labor NERST F13H
TR BB RIS E T REHIST -
B4.2 Description of steps taken to eliminate such practices when discovered Human rights and labor P13
ISR ERBERR AR A RERRIRO LR - ANEERST £138
B5 Supply chain management Supplier management P22-P23
HEREE HERER ENAE
EVEL
B5.1 Number of suppliers by geographical region Supplier management P22-P23
R B DNEEESE - HERER EFNEE
%238
B52 Description of practices relating to engaging suppliers, number of suppliers where the  Supplier management P22
practices are being implemented, how they are implemented and monitored HERERE FNE

HRARERHEENEL - MENTERERNEEREE  ARBREEN
HBTRERTA
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ESG Guide Content Index
(RIE - HERERBEES) RBRZEL|

Aspect Disclosures Reporting chapter Page No.
Bl KE HERH L
B6 Product responsibility Products/services and customer retention P20-P21
EmEHE Em/ REEEFRE ENEED
#2158
B6.1 Percentage of total products sold or shipped subject to recalls for safety and health  No product recall was noted in the report ~ N/A
reasons period.
BEEACEREMERTRL 2 BREFEMTMADRNE DL - REEHRTEIEIERED -
B62 Number of products and service related complaints received and how they are dealt  Products/services and customer retention P21
with Em/ RBEEFRE ENE
BB ERRRBIIRFEE A REH LA -
B63 Description of practices relating to observing and protecting intellectual property rights  Products/services and customer retention P20
Hit g RIS B E R A HAED - Em/ REEEFRE #2085
Bo4 Description of quality assurance process and recall procedures Products/services and customer retention P20
T SRTEBRIERERDILGER o Em/ REREFRE F208
B6.5 Description of consumer data protection and privacy policies, how they are  Products/services and customer retention P21
implemented and monitored ER/ REEEFRE FNE
HEBEENRERLBEE - AREFRTREENE -
B7 Anti-corruption Anti-corruption and anti-bribery under the P26
R&ES principle of integrity first 268
AERAT 2 REFRREH
B7.1 Number of concluded legal bases regarding corrupt practices brought against the  Anti-corruption and anti-bribery under the P26
issuer or its employees during the reporting period and the outcomes of the cases principle of integrity first F268
RERPAHETASEESRIVERENE THFARNSALFMER - AERATZRESRRER
B72 Description of preventive measures and whistle-blowing procedures, how they are  Anti-corruption and anti-bribery under the P26
implemented and monitored principle of integrity first $68
T EEERERER - ARABER T RER A% o AMERAITZ RES R
B8 Community investment Responsibilities towards communities P24-P25
HERE HEREME EUEE
F25EH
B8.1 Focus areas of contribution (e.g. education, environmental concerns, labor needs,  Responsibilities towards communities P24-P25
health, culture, sport) HREME FUER
EIERER (085  REEE  SIFR R b BE) - #2258
B8.2 Resources contributed (e.g. money or time) to the focus area Responsibility towards communities P24-P25
EZISEEMDAER (N EAKH) - HtREE FUBE
#2258
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About the Report
BN S

REPORTING PERIOD & CYCLE
The reporting period is from January 1, 2017 to December 31, 2017. This is an
annual report.

INDICATOR SELECTION

According to the principles of materiality, stakeholder engagement and
sustainability background analysis, and the objectives and experience of
cosmetic industry, the Company identifies reporting items and indicators in the

following ways:

Stakeholder communication
Relevance and importance analysis of sustainability issues
Consistency with previous reports

Based on the intensive analysis of ESG Guide and stakeholder research, the
Company adopts a method of integrating quantitative analysis and qualitative
analysis to comprehensively review the requirements of ESG Guide as well as
the concerns and communication channels of stakeholders, promoting the
Company’s continuous improvement in sustainability as well as communication
and cooperation with stakeholders.

REPORTING SCOPE

Given the scale, staff number and revenue distribution of the Company and its
affiliated entities, the report covers the Company’s headquarter, two factories in
Shanghai, and one factory in Taiwan, namely:

Shanghai Natural Beauty Fuli Cosmetics Co,, Ltd.
Shanghai Natural Beauty Cosmetics Co,, Ltd.
Shanghai Natural Beauty Sanlian Cosmetics Co,, Ltd.
Natural Beauty Bio-Technology Company Limited

With the changes in the Company’s operational data, dynamic adjustments will
be made to the reporting scope in future reports.

DATA COLLECTION
All data herein are from the Company’s statistical reports and official documents.
The Company guarantees the objectivity and authenticity of the data herein.

DATA COLLECTION METHODS

According to ESG Guide and other internationally recognized sustainability
reporting guidelines, and based on the Company’s best practices in sustainability
for many years, the report optimizes the definition, calibre, standard, formula and
specification of indicator data in a uniform way.
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