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ABOUT THIS REPORT

This Report is the first Environmental, Social and Governance
("ESG") Report issued by Beauty Farm Medical and Health
Industry Inc. (2373.HK). Based on objective, comprehensive,
regulative and transparent principles, this Report presents
management ideas, key practices and annual achievements for
environmental, social and governance work of Beauty Farm
Medical and Health Industry Inc.

Reporting Scope

The Report covers the period from 1 January 2022 to
31 December 2022 (“the current year” or “the Reporting
Period”). To make the Report more informative, some contents
or data related to years before 2022.

This Report mainly covers the information and key performance
in respect of the fulfilment of the environmental, social and
governance responsibilities of Beauty Farm Medical and Health
Industry Inc. and its subsidiaries in 2022, including the Group
offices, stores and two Beauty Farm Training Centres, etc. Since
the daily operations of the franchised stores are independent of
the Group’s management, they are excluded from the reporting
scope.

Reference Standards

This Report is prepared mainly with reference to the
Environmental, Social and Governance Reporting Guide (the ESG
Guide) under Appendix 27 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited, and is
reported in accordance with the principles of materiality,
quantitative, balance and consistency included in the Guide. The
contents are in accordance with the disclosure principles set out
in the ESG Guidelines and have complied with the “mandatory
disclosure requirements” and “comply or explain” provisions set
out in the ESG Guidelines to address the environmental and
social impacts of the Company’s business and operational
activities. Part of the report content also refers to the
requirements of the “Guidance on Social Responsibility” (GB/T
36000-2015)/"Guidance on Social Responsibility Reporting”
(GB/T 36001-2015).
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The content of this Report is determined according to a set of
systematic procedures, which include identifying major
stakeholders, identifying and assessing the materiality of
ESG-related issues, defining the coverage of the ESG Report,
collecting relevant materials and data, conducting data collation
and aggregation, examining the figures in this Report,
preparing this report and reviewing by the management.

Reporting Principles

Materiality: We continuously communicate with our
stakeholders, regularly review the materiality of each sustainable
development area, and conduct materiality assessments to
determine critical environmental, social and governance issues.
The assessment result is being approved by The Board of
Directors.

Quantitative: This Report explains the criteria and
methodology for calculating the relevant data, accompanied by
the associated assumptions. The ESG key performance indicators
(KPIs) are supplemented by explanatory notes to establish
benchmarks where feasible.

Consistency: Unless otherwise specified, this Report applies a
consistent methodology in preparing and presenting ESG
information to allow for meaningful comparisons over time.

Balance: We appointed external sustainability consultants to
provide an unbiased disclosure of all our positive and
potentially negative data in this Report, describing the ESG
performance of the Group fairly and ensuring that accurate
information is available to the public and that the data
presented has no selections, omissions, or other forms of
manipulation that may inappropriately influence readers’
decisions or judgments.
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Data Sources and Reliability Guarantee

Data and cases in this Report are primarily extracted from the
statistical reports and internal documents of the Group. The
Group undertakes that the Report contains no false
representations or misleading statements, and assumes
responsibility for the truthfulness, accuracy and completeness of
its contents.

Acknowledgement and Approval

Upon confirmation by the management, this Report was passed
by the Board on March 29 2023.

Contact Us

We attach great importance to the views of stakeholders and
the public in this Report. If you have any inquiries or
suggestions, please feel free to contact the Company through
email ir@beautyfarm.com.cn.

Reporting Specification

For the convenience of presentation and reading, the “Beauty
Farm”, “Group” and “we"/"us"/"our” all refer to “Beauty Farm
Medical and Health Industry Inc.” and its subsidiaries in this
Report. Unless otherwise specified, all types of currencies
disclosed in this report refer to RMB.

ABOUT US

Beauty Farm is a one-stop provider of health and beauty
management services and is a leading company in China. Since
the establishment of its first store in Hainan Province in 1993,
the company has been focusing on providing body and skin
care services and expanded to anti-aging medical services in
2018. The one-stop service is based on the individual needs of
customers to meet their desire to maintain health and
attractiveness. The company offers body and skin care services
through the Beauty Farm, Palaispa, and CellCare, and
anti-aging medical services through Neology, covering a wide
range of high-end consumers in China’s body and skin care
service industry.
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Company Overview

We operate multiple chain brands in China’s beauty and health
management service industry, including Beauty Farm (EEEH
&), our flagship brand established in 1993, and three other
brands, namely, Palaispa (E2%25F), Neology (#ff)R) and CellCare
(58] 52). We have built a national direct store network of 378
stores, which consisted of 189 direct stores and 189 franchise
stores. In our 189 direct stores, 91 stores located in tier-one
cities and 76 stores in new tier-one cities, as of December 31,
2022. Our direct stores and franchise stores cover a total of
121 cities in China.
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Business Milestones

1998

Shanghai Beauty Farm Development,

a non-wholly owned subsidiary of

the Group was incorporated in July and

our headquarters was relocated to Shanghai
SEMETEMBLRR DEEBARER
R AR - BB E Bgm

2005 ¥

®

We established BeautyFarm Training Center in
Shanghai in December, becoming the pioneer
in the beauty industry training institutions
EEEEHESEIFON2AERBE -
PRARFERITRIBIIR B E1TE

2013 ¥

®

Beauty Farm has become a portfolio company of
CITIC Industrial Fund, confirming its strategic
direction in technology-driven anti-aging solutions
EBHERATEEXRSREME

ERR B EH BB T [

2018 ¥

®

We launched our online customer
relationship management (CRM) platform
in March in order to further enhance user
experience across our entire platform. We
launched our first healthcare center under

the Neology brand in Shanghai in April
Bi#E—PIRAZTFENAFPER -
SEMARMBDESEFBERERTA -
R4 R E BT (TR Sk
FRERMEEER L

®

EEERBRE

1993 %

Our first store was established in Hainan province
FEHEE —REEXEZATHONEREOML

2004 ¥

Shanghai Beauty Farm, the principal operating
subsidiary of the Group, was incorporated in the PRC
with limited liability in April
SENTELLHBRR DEEBARE

PAREREF MK ZAERAF

2010 ¥

We initiated preparation for our first store offering
energy based and injection services, the store was
formally launched in 2011

BRI BRSNS RBNFIESE
Tk - #%PIER2011FIERFR

2016 ¥

We engaged in the strategic investment in
Palaispa in November
SEEBIRE SmED N EHE M B R

2023 ¥

Officially listed on the Main Board of
the Hong Kong Stock Exchange

ERAEBZFTPOERENE LTS
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Beauty Farm has introduced international beauty concepts and uses advanced
care technology, products, equipment, quality control processes, and service
standards to provide comfortable beauty and body care services for each client.
We established our flagship brand, Beauty Farm, in 1993 and are one of the
well-established domestic chain brands in China’s beauty and health
management service industry. Beauty Farm stores are mainly located in first-tier
and new first-tier cities. As of December 31, 2022, Beauty Farm has a total of

fo wl N XN | |:I:
N Ho ?I
Nee |l U Iax 147 direct stores and 144 franchise stores.
Beauty Farm
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PALAISPA is a beauty brand under Beijing Palaispa Commercial Management
Co., Ltd. Palaispa stores mainly focus on providing high-end facial care and
European imported products to customers. Palaispa stores are mostly located
in Beijing and Shanghai. As of December 31, 2022, Palaispa has a total of 16
direct stores and 45 franchise stores.
HRFPALAISPA)RIE R B RFHEEBRBRARE T2 mhE - BRHEME
FEHFRFNASHEAERERBMNEODERMBRRHRSE - BRFME
REMRIE R R 8T - 8520226124310 - ERFHER16MEEE
K ASFE INERFIJE ©
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NEOLOGY

b

m E T

Neology mainly provides sub-health assessment and intervention services,
including sub-health condition testing, assessment, and intervention. Neology
aims to improve the health status of customers by applying functional medicine
to regulate and enhance the function of customers’ organ systems. As of
December 31, 2022, Neology has a total of 6 direct stores.

Rs T ZRH R RN R TR BEEEEAR RO - FFERTE -
MEEEBBEANGEEERFDRINBETFERERZRNIE  HKMEE
BREMN - 8 E 20226128318 - FHRAHHHEEPIE

CellCare is committed to integrating and exploring cutting-edge medical
technology and medical resources from around the world. It is located in
landmark commercial centers in first and second-tier cities, focusing on
serving high-quality female customers and addressing both their internal and
external needs. CellCare provides a professional, safe, and comfortable
medical beauty treatment experience throughout the entire process. CellCare
covers professional disciplines such as skin texture management, skin color
management, composite micro-plastic surgery, non-invasive lifting, body
sculpting, and surgical refinement. It brings together dozens of authoritative
experts, focuses on the medical essence, adheres to the technical high
ground, and continuously improves product and technological innovation. As
of December 31, 2022, CellCare has a total of 20 direct stores.
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SUSTAINABILITY MANAGEMENT

We are committed to building a lasting brand, and we believe
our long-term success rests on our ability to make positive
impacts on the environment and society. Corporate social
responsibility is a core part of our business philosophy and will
be pivotal to creating sustainable value for our Shareholders.
Accordingly, we have adopted a policy on environmental, social
and corporate governance responsibilities (the “ESG Policy”) in
accordance with the Listing Rules, which sets forth our
corporate social responsibility objectives and provides guidance
on practicing corporate social responsibility in our daily
operations.

Under our ESG Policy, we aim to build a sustainable community
with our employees, clients and business partners by supporting
local initiatives that aim to create effective and lasting benefits
to the local community through various initiatives that may
include corporate philanthropy, establishing community
partnerships, and mobilizing our employees to participate in
volunteer work. Meanwhile, we strive to minimizing the
environmental impact during the business operation of the
Group. Under the oversight of our management, we actively
identify and monitor actual and potential impact of
environmental, social and climate-related risks on our business,
strategy and financial performance, and incorporate
considerations of these issues into our business, strategic and
financial planning. Our chief executive officer also assesses the
likelihood of ESG related risks and the estimated magnitude of
any potential impact. At the same time, our relevant business
units are responsible for promoting and implementing various
sustainable development measures.

The Board is responsible for establishing, adopting, and
reviewing the Group’s environmental, social, and governance
(ESG) vision, policies, and objectives, as well as evaluating,
identifying, and addressing ESG-related risks at least once a
year. The Board may assess or engage an independent third
party to evaluate ESG risks, review our existing strategies,
objectives, and internal controls, and implement necessary
improvements to mitigate risks.
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To further systematize the implementation of ESG work, the
Group has established an ESG Committee consisting of
representatives from the company’s management and
cross-departmental teams. The committee is responsible for the
overall ESG governance of the group and reports directly to the
board of directors. The members of the committee include
representatives from our various brands, such as the Operations
Director from Beauty Farm, the Medical Aesthetics Operations
Manager, the Operations Manager from Neology, the Executive
Director from Palaispa, as well as heads of different functional
departments, such as Operation, Human Resources, Finance,
Legal, CRM, and so on. The ESG Committee reports on
significant ESG-related matters and the achievement of the
group’s ESG goals to the board of directors through regular
meetings. This allows the board to understand that all
functional departments and operating centers of the group are
operating and practicing according to the strategy, and can
adjust the targets and details of the execution of each ESG
measure reasonably. This ensures that the group operates in a
responsible and sustainable manner, while creating value for
stakeholders and maintaining its competitive position in the
market.

During the reporting year, the Board conducted one strategic
meeting on ESG and engaged a sustainable development
consultant to provide training on the importance of ESG, the
regulatory and disclosure requirements for ESG, the impact of
ESG on corporate strategy, how to implement ESG initiatives
and write ESG reports, and how to transition towards carbon
neutrality. Through this training, we aim to provide the Board
with valuable insights and information on ESG, and support
them in driving orderly ESG governance within the Group. We
will appropriately adjust the development strategies of our
various business operations to ensure that ESG considerations
become an integral part of our daily business decision-making
process.
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ESG Governance Structure ESGERZEHE

Supervising the group's ESG development process from top to bottom B _Eifl FESE £ BESGEHEETE

Board of Directors

=g

Driving the orderly implementation of ESG work across the Group

HEE R B B RBESGE R TIEA Fi#EfT

Establishing the Gro up’s ESG vision, policies and goals with active
monitoring

BUSERERS HEREARR  BERKER  UEEEERE)
Identifying potential risks that may hinder the Group’s sustainable

development progress

HAEEABRERTSEEREENRR

Audit Committee
BREEE

e Monitoring the formulation and
execution of the annual ESG policies
ELBLF EESGHBUR MY I E AT T

e Approval of the ESG report
FEPFEESGIRE

ESG Committee
ESGEE®

Assisting in the preparation of ESG reports, standards,
communication, and participation

BV EBESGHRE - BXE - BERSH

Monitoring the progress of ESG work in functional departments
B ERALERPIESGIIFER

Supporting the board of directors in reviewing ESG risks
XEEFEERERE L REROHRAR

Functional departments and operating centers

BEREEAFIREE L

Specifically implementing and executing ESG work
AR BT HITESGTIE

Reporting ESG information regularly
TEHAERESGIE B
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Supporting Sustainable Development Goals (SDGs) XA FEEREBZ(ISDGs])

We are committed to becoming a responsible enterprise and BB IRNEBEEANDE  BHAEREY
making positive contributions to building sustainable BREFRMOTEELEGER - RMAZHL
communities. We support and use the United Nations NEtE B HEER B EIEANER A HE
Sustainable Development Goals (SDGs) as a guiding framework BREREBNIESBER BEAKIENEPE
for our sustainable development measures, with a focus on HEMEBNNREB T EHEZNES L -
areas that are critical to our business and stakeholders. We aim NERERAMETHIFERRE B ZED
to make contributions to the selected SDGs by making efficient R UTARMARE B ZMELNSE T

use of resources. The following are our current efforts towards

achieving these goals:

UN Sustainable Development Goals

BEBETREREER

Measures

2

No Poverty
HERE

QUALITY Ensuring
EOUCATION Inclusive and

Equal Quality
Education and
Providing
Continuous
Learning
Opportunities
for Employees
BREEM
FTENBEHE
REIRMHEE
WEEHE

Founded in 2010, “Beauty Farm Love Fund” adheres to the purpose of
caring for and assisting people in need. As of the end of the Reporting
year, the fund has accumulated over 660 thousand yuan and supported
40 employees and their families who have suffered from diseases and
earthquakes and lost their homes. Love donation has exceeded 180
thousand yuan. In addition, the foundation actively contacted the local
government to help the school improve its hardware and facilities after
learning about the remote terrain, lack of water and dangerous
buildings in Guizhou Panshui Beauty Farm Love Primary School.
FAZUENEDZRARNTE  AEER20100FK L TELES
BoHERREFE BUOACEHEZCETARE  HEBTI0M
HERR EBMEMAEARENET  BEOBFEBARBISET
O ET @B EMAKEBHEE O/ NEMBRER - K 2RE
REEERLE  BLEACSHGHEWRFIG THE  EHBRYE
¥ KRR ERIRET THE  RETMAIET —EL244EH
BEIRE -

With nearly 20 years of development, Beauty Farm has gained rich
experience in training applied professional talents. To cultivate and
gather elite talents in beauty industry, Beauty Farm has established two
training schools, Wuhan Beauty Farm Beauty Training School and
Shanghai Beauty Farm Beauty Training School, to provide a learning and
development platform for students across the country who are eager to
master excellent skills in beauty industry. As of the end of the
Reporting year, the schools have not only trained more than 3816
employees and franchisees, but also trained more than 47 students,
laying a solid foundation for them to successfully satisfy the professional
qualifications of beauticians.

TR EARBRTEENERAMEEATNEIILER -
RTEBEMRBEEATENBEAST TEEFNABESNEEED - Al
RTHREEBHEEXAEIERN OEXBEABESHFIER - A2EH
EHAREEXRTEEZERLERENETFMEMRT —EZ2BNEROT
B BEREFE  MATEIISERTESI T @3,816%8 8 TMINER
BESTETEHEEE - RMEFNZEREAMBEERITTSE
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UN Sustainable Development Goals

BEBETRHAREER
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Measures

2

Achieving Gender
Equality and
Energizing
Women'’s Career
Development
BERMERTE
RTMBERR
B ae

As a beauty company, women account for 95% of the employees.
Therefore, the development of women’s leadership is a core value of
Beauty Farm. We want to promote development of female employees
through development of enterprises, help female employees to achieve
self-improvement and self-identity, and help them to gain sustainable
career development and economic independence. This will not only
improve family and social status of female staffs, but also transmit
positive influence to a wider female community. To facilitate people
development, we have established an up-to-date and systematic training
system. Over 90% female staffs in life and beauty division for example,
have got promotions through the systematic training and practice
system.

ER—REDE  FBEAEBEEITHOLM G SEI0% A o Hit
THEBNRREEBHERKBEFN—EROEES - BRLENE
- =EHETHSHLMEINERE EHLXUES IR ERHEN
PEEBRRAR EHHEESRIFNBERRERLCAEBE L HER
FOESREMEGMAMES  RMESERBRZHZEHEEEENY
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Stakeholders Engagement

Stakeholders Groups
Az A0 5 4R Bl

Concerns and Expectations

BEABE

.
1 25

Communication Channels
BRESHEEE

e Ensuring the legitimate rights and
interests of employees
RIEEENAE#ER

e Occupational health and safety
BERENLZD

e Diversified promotion and development

Management and channels

Employees ZTtMEHEERER
BEEENET e Competitive salary and benefits
BHEF e FBIAER
e Diversity and inclusiveness
ZulkMest

e Compliance with laws and regulations
BPRRMER
e Comprehensive internal control and risk
management
2 TH 59 ) BB 4% Il A0 &L B B 2R
e Promoting the local economy
Government/Regulatory {3 Hb 75 4858
Authorities

B SE

Regular meetings

EHIEE

Internal notices

ke

Store meetings/monthly regional
manager meetings/quarterly director
meetings

PESE  AERSEEEE TEE
(N

Monthly staff discussions

AE BT E#

Beauty Farm Training Centers
EEHEBEAE

Appeal channels as stipulated in the
"Employee Handbook”
(BIFMFHRENRFEE
Annual performance appraisal
FEBRER

Employee satisfaction survey
BEImEERASE

Employee activities

BT

Beauty Farm Love Fund
TEHRELES

Annual report/interim report
Fw/HEmE

Regular visits/inspections
TEHESWE
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Concerns and Expectations

BEMBE

B BE A0 R I

Communication Channels

BRRSREEE

o

—
0006

Shareholders/Investors

R/ REE

Clients/Consumers

B/ HEE

Franchisees

=R

e Complying with laws and regulations,
conducting business with integrity
B SPE  MERE

e Protecting the interests of investors
HEREENT =

e Stable investment returns
TRIE #99% & [0 #t

e Accurate and transparent information
disclosure

TR BANEERE

e Conducting business with integrity
MIEEE

e Reputation, brand, and market demand

B8 mEBNmESEHER

e High-quality products and services
=8 2 2 an MR T

e Protection of consumer rights
HEBERERRE

e Protection of customer privacy

BEPBALRE

e Win-win franchise model
B A

e Talent development
AT &

e Management and operational
empowerment
B IR H L E I A

e Product price discounts
EmERESE

e Annual general meeting of shareholders
FERRRE

e Annual report/interim report
FRHEHE

e Company/brand website
NCIVEE

® Investor communications
REEBN

e Social media
ALY ]

e Company/brand website
NCIVE N

e Surveys
ﬁ:ﬁ%

e Customer service hotline
BP RIS ERE

e Beauty Farm mini-program
EBEE/NEF

e Store activities and promotions
P95 & B B2 (2 85

e Online consultation

AR

e Annual franchise conference
FEMERE

e Beauty Farm Training Centers
ERHEAE

e Franchise hotline
oA 2 AR

e Regular visits to franchise stores
SEEAER INERJE

e Mystery shopper inspection mechanism

BRI B
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Stakeholders Groups
M AR5 AR

Concerns and Expectations

BEMEE

Communication Channels

BRRESREE

g

Suppliers
HER

0e®
L N

Community

Media
g

Materiality Assessment

Fair and transparent procurement
NEEL:ET

Quality assurance for products and

services

7 M AR 75 B 2 IR EE

Establishing sustainable partnerships

FEAVARIES T 1=0 400 2R P

Faithful fulfillment of contracts

BERETER

Community investment
HRKE

Career opportunities

BE#e

Promoting community relations
12 1 14 % R AR

Green business practices

mEgE

Accuracy and responsibility in advertising o

& 25 R SRR RN & (R
Care and attention in social media

R PHREIER

The level of interest from stakeholders and their judgments on
the importance of various ESG issues form the basis for the
company’s assessment of the importance of these issues. In

2022,

the Board commissioned an independent third-party

consulting company to objectively assess the importance of

these issues by surveying target stakeholders,

reviewing our

existing strategies, goals, and internal controls, and establishing
improvement measures to reduce risks and strengthen our
ability to respond to risks.

e QOpen bidding
NGE L

e Annual on-site supplier audit
FEHEEHEHER

e Supplier training

HEREI
e Product promotion meetings/trade
shows

EmEES ERRE

e Community partnership programs
HEHREE

e Volunteer services
ERE R

e Sponsorship of community events/
projects
EEEBIER

Press releases

T B4

e Interviews
i

e Press conferences
FEEmE

e Company/brand website
NEIPY kb

e Roadshows
B R

e Performance announcement

conferences

ES kSt

ZERE A

ME R HESGRERBENBIE M T
EﬂﬁiﬁlﬁifE"Ti%lﬁ%%&mﬁ’]%
cR2022% EFERERBUE=TEM
Tiﬁiﬂuﬂgﬁfﬁﬂ ST ETTEBER
MERHE - R RPIR AR - BRRAEE
) TE 37 B HE FE B DA B 5K R B A 0 9% FE R
WEVHE S
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The Group firmly believes that maintaining sustainable
development of the business is of paramount importance to
stakeholders and is committed to maintaining close
relationships with stakeholders. To promote ongoing
communication, we conducted a questionnaire survey for
stakeholders, including management, employees, customers,
investors/shareholders, and suppliers to understand the views
and changing demands of key groups.

The evaluation and expectations of stakeholders on the Group's
ESG performance have been an important reference material for
this assessment of ESG issues. At the same time, we are
focusing on the concerns and requirements of stakeholders and
systematically optimizing the company’s ESG strategy and
management policies.

Procedures on Materiality Assessment

B Ag LR oh

SERENEEBETHREREBTNARFEA
BREWER  NBOEXBRBIART
DR BT RESERRE HMAERERE
B BT BT REE/TBER HERER
mHATHARTEEHE AT REREE
MEREE o ZREE -

BN &S BT B R EESGRIRNFT BN
AR TAREREZEFENERSE
P o R - HPIENAEAAE T BT RS
Ko BFBICARIMESGRIEEE R HK -

BEEEMTERERF

In accordance with Appendix
27 of the Listing Rules’
“Guidelines for Environmental,
Social, and Governance
Reporting”,

we identified important ESG
issues by reviewing local and
international industry reports
on ESG issues. We also
considered the Group’s
development and stakeholder
concerns to construct 2022
ESG issues, which includes a
total of 19 issues.

R EHRAIMEE =+ GR
5 e RERREES)
BBt A R BRI TR IR
5 e RERRSELER
FEFE  WHESTEEER
EREREN AR T 2R
22022 FESCE I
HEH191E -

We conducted a questionnaire
survey to obtain stakeholder
opinions, covering business
management, employees,
suppliers, customers,
investors/shareholders, and
other stakeholders. A total of
194 valid questionnaires were
collected.

B ER S A SR
HERER - AAESE T
XERE BT - #&H-
BEEURREE /IRREF
AR - BE R E SR
19417 e

Based on the focus of each
stakeholder, we conducted an
assessment of the importance
of ESG issues from two
dimensions: “importance to
stakeholders” and
“importance to the
company”. We analyzed the
results to create a matrix and
list of important ESG issues.
IRMEE e B 7 B AR
R TR AT NEZE
AR [HEENESE] M
RUEEHETHRBEZ AT
AMBHEZEERER R
P& -

Based on discussions with key
stakeholders and internal
discussions among
management, the
management team will ensure
that all major and significant
ESG issues that are important
to business development in
the ESG categories have been
reported and comply with
relevant environmental laws
and regulations.
REET BREE TN BRE
BfE 2 RN ® - ERE
BERAAETERERAAYE
BRREENHRR 4 RE
SRHRE 2% - WARKSEH
RERIER -

ESG Issues Development

BEEEY

Stakeholder Engagement
FEEEAE 28

Assessment on Issues

BT

Review and Confirmation

FREE
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B~ At

High 1
[

HAZERTNEEE

Level of importance to stakeholders

B KR Wl

2022 ESG Materiality Matrix
2022 F EESGRBEEE M4

Quality Management

Employment
(=

nce Operation

b

al Health and Safety
BT

Governance

Environmental and Natural Resour EIRmAE
RERARER
- Environmental
Climate Change Risk and Emissions Man. BIEE
Opportunity HmmE
KRR RSB / Operation-related
\. / LB ER R
Charity and Educati Social
Donations HEnE
° BOAm 0 BB
Use of Resources
EIRER
Low Level of importance to the Group’s operations High
& HEESENS 2T




Beauty Farm ESG Issues
EXEHEESGERERE
Governance

EaRE
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Environmental
RS WA

Operation-related

B RE

B Ag LR oh

Social
HEEE

e Governance
Mechanism and Risk
Management*

YR T2 4 I B [ b B I

e Compliance
Operation*
EREE

e Anti-corruption
REF

* Top ten ESG issues from internal and external stakeholders’ view *

e Climate Change Risk and
Opportunity
SR b E b B s

e Use of Resources
BREA

e Emissions Management
e E R

e Environmental and
Natural Resources
RIBRRRNEIR

Compliance
Employment*

BRER

e Charity and Educational
Donations
BLQ  BHBHKE

Child Labour and Forced
Labour Prevention*
FFiEET RBHIZ T+
Employee Care and
Welfare*
ETRIEEFF*
Occupational Health and
Safety*
BERERZE
Diverse Development
and Training*

% R g

Supply Chain Management
HEEE R

Quality Management*
EEEE

Product and Service
Diversity*
ZtEmERBE*
Consumer Protection*
REEHEE*

Compliance Marketing and
Advertising
EEEHEIEH
Intellectual Property Right
Protection

B ERERE

+ESGH# &

B RED R MR M 25 AR B T 1 R R E B AV AT
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4.

REGULATING GOVERNANCE IN STRICT
MANNER

4.1.

Governance Mechanism

Beauty Farm complies with the laws and regulations in
the places where we operate. Based on the “Corporate
Governance Code” in Appendix 14 to the “Rules
Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited”, we have formulated
the Corporate Governance System, as well as established
a scientific, standardized and reasonable governance
structure and procedural rules in consideration of our
own production and operation situation. Concurrently, we
have consistently refined our internal management
systems to align with the Group’s development objectives
by specifying the scope of duties and authorities on
decision-making, implementation, supervision and other
aspects. Through these efforts, we have elevated
corporate governance standards of the Group, providing
vital organizational support and institutional assurances
for sustainable growth.

The chairman of the Group provides the ultimate
leadership to the Board by ensuring the effective
functioning and discharging responsibilities. The Board
serves as the cornerstone of the Group’s governance
structure, responsible for managing and operating our
business. We firmly believe that Board diversity can
effectively enhance the efficiency and maintain high
standards of corporate governance. As such, we have
adopted a “Board Diversity Policy” that takes into
consideration of a number of factors, including but not
limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills,
knowledge and length of service when constituting the
Board of Directors. The Board comprises eight members,
including two executive Directors, three non-executive
Directors, and three independent non-executive Directors,
responsible for steering the direction and overseeing the
development of the Group. The Board is responsible for
the overall governance, supervision and regular review of
the Group and guarantees the long-term interests of the
Group and stakeholders. The Board has established three
committees, namely the Audit Committee, Remuneration
Committee, and Nomination Committee, to ensure the
proper operation of the Group. These committees are
responsible for evaluating and advising on significant
decisions, providing oversight, and maintaining a high
level of governance standards. Through their efforts, the
Group aims to enhance transparency, credibility, and
accountability, thereby strengthening stakeholder
confidence.

4.

REEE AR

4.1.

=B 3l
EXEMREBEBETEEMERERE
BB EBARSMBRARES
LR ST I(REERTRD A
HE HEEESLEKLERBER &
SRR RE - AEMRBERNZ
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T BBESFHENBREER RASE
SREKY - REEHREHAE SN
B ERE

XEAENEEIERARSEEA B
AAGREREFSEUEFRL REFE
TERE ZEFSRRERARERR
moL AEEEREERMNE
%o AEEREEFEZ TN
REEFSUERAERSKTENELEE
A BREPARATESEZTCBER]
BEEREZHARNZ  BREMRRMKE
Al FER XEREEER  BKR X
HRE - B MBRRBFHEKE

g-BAESEEA/\REFER  E
TEEMNAHTES  —HIFNTESR
R=2BIUFNTES AEAREE
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4.2. Risk Control

In order to strengthen internal control and risk
management, the Group has developed a comprehensive
"Risk Management System” in accordance with the
“Securities and Futures ordinance” of the Securities and
Futures Commission and the “Listing Rules” of The Stock
Exchange of Hong Kong, while taking into consideration
of the actual circumstances of the Group. The Group has
established a robust risk control framework, identifying
and evaluating various uncertainties that may impact the
Group in realizing our objectives, and implementing
response measures to mitigate their impacts within
acceptable limits. The Board upholds full responsibility for
the overall risk management of the Group, evaluating
and determining the nature and extent of risks to be
assumed in pursuit of the Group’s strategic objectives.
Meanwhile, the Group Chairman and functional
departments oversee the management of risks within their
respective areas. The Group has devised a "Risk
Management System” comprising of a three-tiered risk
management process that encompasses risk identification,
assessment, and response. This system outlines
well-defined risk management protocols and standardizes
relevant workflows to promote governance excellence.
The Board and relevant functional departments are
required to submit risk management reports every six
months, covering risk identification, assessment, and
response measures, and other aspects. They are also
expected to regularly review and refine risk management
guidelines and internal control mechanisms. The Audit
Committee and Internal Audit Department of the Group
will report on the results of their review and evaluation
of the risk management process to the Board and
provide recommendations for improvements.
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4.3

Risk Identification

B B 58 B

Pay close attention to external
and internal risks faced by the
organization. External risks
include changes in national
laws, regulations, and policies,
shifts in economic conditions,
industry competition, and
fluctuations in resources and
markets. Meanwhile, internal
risks are influenced by factors
such as governance structure
deficiencies, operational
activities, and employee
competencies.
I8 4B A3 TED e 1) D =L e B2
BB o SRR B B 45 B
FKERE AR RBERN S
CRREREONEME  1TER
FBREMHBELELEZ R
bR AR R ER AR R
fa - DELEFHNEILE
BEREEARTE -

Compliance operation

Risk Assessment

e

The Board and relevant
functional departments
evaluate risks based on two
main aspects: the likelihood of
risk occurrence and the
severity of its impact on the
organization's objectives. A
comprehensive assessment is
conducted using both
qualitative and quantitative
methods.
EREURIBEBAE RIS Y
[\ B B A 0 AT B ME AN L B AR
BEENEREEYENRE
RERMAGMMETAHE, WK
AEUNEEN AR EEST
ATl o

Beauty Farm adheres to the principle of legal and
compliance operation, treating it as a cornerstone of

sustainable development.

When conducting business

operations, the Group strictly abides by relevant laws and

regulations concerning
environmental protection,
health, fire safety, product liability,

compliance operation,
employment, occupational
consumer rights

protection, and advertising. The Group also upholds high
standards of business ethics, guided by the principles of

honesty, professionalism,
regulations, fair competition,

management.

adherence to laws and

integrity in

4.3.

Risk Response

[ B B3

Based on the results of risk
assessment, the Board and the
Group Chairman develop
appropriate risk response
measures to ensure that risks
are managed within
acceptable limits. In
consideration of the Group's
business and operational
characteristics, we ensure the
suitability and effectiveness of
risk response measures.
BEEgREREFEREBERRT
{45 R T AR FE O R B FE S H
MEATER AR B A X &
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BB, FEIRE B FE R b
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BREE
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The Group has established an “Internal Audit
Management System” that adheres to national audit
regulations and formulates internal audit implementation
guidelines suitable for the Group to safeguard
shareholder investments and Group assets. Meanwhile,
the system also conducts regular checks, evaluations, and
feedback on the soundness, reasonableness, and
effectiveness of the Group’s internal control system. Each
year, the internal audit department develops an annual
internal audit plan for the Group and its subsidiaries
based on the annual work plan of the Group. The
department conducts checks, evaluations, and feedback
on the soundness, reasonableness, and effectiveness of
the internal control system of the Group and its
subsidiaries and submits an annual internal audit report to
the Board. If the internal audit department discovers any
significant defects or risks in the internal control system
during the audit process, it will promptly report to the
Board to ensure that the relevant issues are monitored
and rectified in a timely manner, effectively reducing or
eliminating the Group’s compliance risks. Throughout the
internal audit process, the internal audit department
alerts management of the risks of fraud and corruption,
and implements special rectification and improvement
measures for any defects found, promoting the
participation of all employees in supervision, and
improving internal controls to effectively mitigate various
operational risks.

In 2022, the Group continued to deepen our internal
control work, regularly reviewing the Group’s operating
procedures, strictly complying with relevant laws and
regulations, and regulating employee behavior to prevent
any behavior that could harm the legitimate rights and
interests of the Group, shareholders, and employees. We
also worked with third-party internal audit consultants to
conduct internal audits of different business processes. In
2022, we conducted a total of 7 internal audit projects
on different business cycles, including sales operations,
procurement operations, inventory management, fixed
asset management, financial reporting, warehousing, and
general controls for computer information environments.
The internal control issues within each business process
have been followed up and rectified by the relevant
department.
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4.4. Anti-Corruption and Anti-Money Laundering

In response to fraudulent and bribery behavior, the
Group has formulated the “Anti-Fraud and Anti-Bribery
Management System” in accordance with the “Law of the
People’s Republic of China Against Unfair Competition”,
the “Interim Provisions on Prohibiting Commercial
Bribery”, and other relevant laws and regulations. The
system strengthens the long-term warning mechanism for
company governance fraud and bribery and establishes a
culture of integrity, diligence, and dedication. The Board
leads the anti-fraud and anti-bribery work of the Group,
supervising the management in establishing and
improving the company’s anti-fraud and anti-bribery
culture and environment, and establishes a sound internal
control system, including preventing fraud and bribery.
The company also formed an “Integrity Leadership
Group” to continuously oversee the Group’s anti-fraud
and anti-bribery work. Members of the Leadership Group
are chaired by the Chairman and senior management
personnel of the company. Our finance department, legal
department, audit department, and other relevant
functional departments actively participate in compliance
management work and perform their respective duties to
avoid any non-compliance situations. The relevant
responsibilities and work processes are also detailed in the
system, and department heads bear management
responsibility for fraudulent and bribery behavior, serving
as the “first responsible person” for anti-fraud and
anti-bribery work. We do not tolerate any form of
bribery, and employees who are found to violate relevant
anti-corruption policies may be terminated in serious
cases.

In accordance with the “Anti-Money Laundering Law of
the People’s Republic of China”, the People’s Bank of
China’s "Anti-Money Laundering Regulations for Financial
Institutions”, and the “Guidelines on Anti-Money
Laundering and Counter-Financing of Terrorism for
Payment and Settlement Organizations” and other
relevant laws and administrative regulations. Combined
with the actual situation of the company, the Group has
formulated the “Anti-Money Laundering and
Counter-Financing of Terrorism Management System” to
strengthen and regulate the work of anti-money
laundering and counter-terrorist financing. At the same
time, we also further regulate the work of anti-money
laundering through the use of Prepaid Cards.

4.4.

REGERITE
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The Group encourages employees and department heads
to actively report any violations in their daily work. We
have set up various reporting channels and established
the “Internal Reporting Operating Procedures”. Relevant
personnel can report information regarding any actual or
suspected cases of violation through reporting hotlines,
email, letters, and other means, and protect the identity
of the whistleblower and their data. To encourage
employees to monitor each other and proactively report
illegal acts, the Group has established a reporting reward
system. If a report is verified to be true after
investigation, the whistleblower may be given a bonus as
a recognition and to promote a culture of integrity. For
each anonymous report, the Group’s audit department
must undertake investigation, and the results of the
investigation must be kept confidential.

During the reporting year, the Group had no litigation
involving corruption, bribery, blackmail, fraud and money
laundering.

Reporting Channels
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If aware of or suspect any cases of corruption or money laundering, please report it through the following

channels. We will conduct a thorough investigation into the matter,

communicated to you in a timely manner.
B HIRE)S R BREN BN BT R
BREERBR

Reporting email: shenjibu@beautyfarm.com.cn
% £ ZIREAE © shenjibu@beautyfarm.com.cn

Reporting hotline: 021-60953299 (extension 8159)
WA ERE 0 021-60953299 (9 #8159)

Reporting department: Audit Department of Beauty Farm
MERIBEP  EEAEEE

and the investigation results will be

BH o RASHEBBERETRARE  HEERS

Reporting Address: 12th Floor, Raffles East Tower, No0.1089 Dongdaming Road Hongkou District, Shanghai, PRC
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Highlights of the Group’s measures in 2022
2022 EE R BB

Signing the “Letter of Beauty Farm has set up the “Letter of Integrity” as an attachment to the
Integrity” construction and design agreement, which specifies anti-corruption regulations
HZE(RREHNZE) together with reports channels, responsible departments, and other relevant
information. In 2022, all eight construction partners of the Group have signed
the “Integrity Statement”with a 100% compliance rate. This ensures that both
parties carry out economic activities based on the principles of fairness,
impartiality, openness, and integrity, and protects the legitimate rights and
interests of both parties.
EREEAELIRELGEMRIAZEHEPER(RREMNEVERBZEM M - R
ERBGHEBARE A AMBRESB  BEHFIE - 1020225 - ZEHE 28
RIBBIAETI00%HEE T(RASHNE)  BRESTERF AL 2FH
BMENRNTHRELE LTS  #EEHTSE#ER -

Prepaid Card Registration By registering with government agencies, the payment system is connected to the

AR RER government system, which enables government departments to be aware of the
corresponding amount, balance, and details of prepaid deposits collected. In
addition, there are limits on the amount of individual prepaid deposits, which
effectively prevents money laundering activities.
BIBEBFAPFVETRBRER - S BRE R R BUNT R AR E - (2 BUT P A0
THERERETEFROEEE  RFEMNPAM  WEHREEBEFTREHE AR -
e aeE B LR EETT R o

Establishing “Integrity Members of the Leadership Group are chaired by the Chairman and senior
Leadership Group” management personnel of the Group, who actively supervise the management
MR FRRES /] team to establish and improve the Group’s anti-fraud and anti-bribery cultural
environment, establish and improve internal control systems, including the
prevention of fraud and bribery. They are also responsible for approving
proposals for handling anti-fraud and anti-bribery cases, and accepting appeals
against the handling decisions.
BENMAKEHEZTRNAAISREEASET BEREREEERIMNTER
AR R - B @2 BETEN EK - BRE NS N EBE G 8
F MEAEEHRER REBRRGEBRER EXHEEERNRAF -
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Protection of Intellectual Property Rights

We firmly believe that a comprehensive intellectual
property protection system is an important component of
our continued success and competitiveness. Therefore, the
Group is committed to establishing a comprehensive
intellectual property management system. We strictly
comply with laws and regulations related to intellectual
property, such as the “Trademark Law of the People’s
Republic of China”, “Patent Law of the People’s Republic
of China”, and “Internet Domain Name Management
Measures”, and resolutely defend our own rights in
accordance with the law. We systematically manage our
trademarks, patents, and domain names, establish the
“Intellectual Property Application System” within the
Group, clarify the application process and principles of
intellectual property, and orderly maintain and ensure the
validity of the Group’s intellectual property. During the
reporting year, the Group did not have any significant
infringement of third-party intellectual property rights, nor
did we become aware of any major infringements or
disputes related to the Group’s violation of intellectual
property protection laws and regulations.

Summary of Intellectual Property Right in year 2022

8

Internet Intellectual
Property
R A ERE

4

PRC registered
Patents
PR E A
FEEF

277

PRC registered
Trademarks

B G R 1R

6

Pending patent
applications in
the PRC
R ESLER

B Ag LR oh

45 MBERERE
AEMBRETENNBERRELERS
EEBERNLFIFEFNOBEAR
E5 - B EE BN PR 2 E A AR E
BEBRS - R ETEMBER
BRAERRER (P EARLRM
B  (hEARLMBERE)

RAEMBRAEEIE)F  BREOE
B S o RAHEE - B R

HENBERETRAETE - REER
R CHBMERRBHE) - AN
ERNBEBRERRA  BribgER
FEREE B A BEE A R - MAERSE
HfE > AEETEFEERILE=TTHHE
B TAESZERITMARAEEE
RIRENMBERBBEVINEFRERNR
R A A o

2022F B ERAE

4

Hong Kong registered
Trademarks

FAEMEE

37

Pending trademark
applications in

8

PRC registered
artwork copyrights
e B R AT 0 i
{EmmhRE

37

the PRC
S AR
Registered software
copyrights
BT ey R

hi
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5. Awards and Honours

Year

F140

Issuing Authority
BEREE

RIERKE

Awards/Recognitions

RE R

2022

2022

2022

2022

2022

2021

2021

2021

2020

2019

2019

2019

Quality Award Appraisal Committee Office of
The Shanghai Hongkou District Mayor
FETHRARERESEREETZEGHLE

Shanghai High-Tech Enterprise Certification Office
FETEARMECERENRRE

Institute of Organization and Talent Development
ERE AT BRI

Institute of Organization and Talent Development
ER BT RIS

Allergan Aesthetics
NHZExE

Shanghai Hairdressing and Beauty Association

LEEREXTTEBS

Shanghai Municipal Commission of Commerce

tETRBREE

Shanghai Single-Use Prepaid Card Association
FEEREENRHE

Shanghai Hongkou District People’s Government
EEmT AR ARBUT

Shanghai Jiao Tong University Overseas Education
College
FERBREBIGINAE BB

China Commercial Real Estate Annual
Convention

TERRLEFS

Hongdian Culture
RS

The Quality Award of The Shanghai Hongkou
District Mayor — Gold Prize
FETITNERRES RS E

Shanghai High-Tech Enterprise Certificate
EET AR

The 4th Yuntu Award — Talent
Development Benchmark — Gold Award

FNEEERATERER — 248

The 4th Yuntu Award — Value
Creation Benchmark — Excellence Award
FUEEEREBEAERIE — FHE

“Go with Allergan” Brand Award
B[ 3| [R]97 g K 82

2018-2021 Shanghai Hair and Beauty Five Star
Enterprise
2018-2021 FiBEEEAREMRTE

2021 Private Enterprise Headquarters
2021 REBEHEE

2020 Golden Tripod Cup — Shanghai Single-Use
Prepaid Card Five-star Demonstration Enterprise
2020 BB ERGEN REE RSB

Key Enterprise Contribution Award

B CEERE

Most Growing Corporate University of the Year,
Best Learning Program for Chinese Companies
of the Year

FEKRARRMGERS hFREEREHKE
BB

New Classic Brand of the Year

FEBRICH DR

Most Popular Brands for Women
B X 2 B an hE
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6. Green and Sustainable Future

6.1.

Emissions Management

The Group’s core business is mainly to provide a variety
of beauty, health, and medical aesthetic services and
products. In our daily business operations, the main
emissions produced include greenhouse gases generated
from the use of electricity in offices and stores, exhaust
gases and greenhouse gases generated during the use of
company vehicles or employee travel, medical waste
generated during the provision of medical aesthetic
services to customers, construction waste generated
during the opening of new stores, renovation, or closure,
various hazardous and non- hazardous waste generated
during daily office and store operations (such as waste
paper, waste lamps, waste toner cartridges, packaging
materials of used beauty products) and domestic
wastewater. The Group strictly complies with all
applicable major environmental protection laws and
regulations, as well as pollution control measures in all
operating regions, such as the “Law of the People’s
Republic of China on Prevention and Control of
Environmental Pollution by Solid Waste”, the “Law of the
People’s Republic of China on Prevention and Control of
Water Pollution”, the “Law of the People’s Republic of
China on Evaluation of Environmental Effects”,
“Regulation on the Administration of Permitting of
Pollutant Discharges”, “Regulations on the Management
of Medical Waste”, “Law of the People’s Republic of
China on the Prevention and Treatment of Infectious
Diseases"and”Regulations on Urban Drainage and Sewage
Treatment”, etc. The Group has always handled emissions
in accordance with relevant regulations and is committed
to reducing waste and emissions generated in all business
operations to achieve the goal of reducing environmental
pollution and achieving ecological development.

B Ag LR oh

6. AREHEEBEKERRK

6.1.

B e e

AEBEZLEREESERER R
MER REEBEXINRERE
mo EAREHEEET TBELEW
B BERAZEEPYEERENMmE
AHRERE  ERAARAERETE
IREEAMEEMERERERSE &5
BERHBEXTIRGEPTEEMNBR
BEY) - EFIRAPIE  EITRE BFE
R ATEARREEEY BERIEEPM
EEEMEANSEETEHEZTEY
(el BEE BERbha BEAX
TERNBEY) REEEKES -

SEBRETREEMELENBER
B RRIBRE LR FOER A ST 42
Bl - K AR KA E B B RE
BRBREAE) - (hEARLMBEK
BERARE) (P EARAMBIRER
LER)  HISRFAEEKRD) (8
BREYMERGD) (FEARLAMBE
FABEE) ~ CHEEF KRBT KR IE 5
PIE - REE — B RERIREREIE
PR XA EBEEN
EEMRBEZEY LI OERRERE
AR BRELRAFRBEROBN -
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Due to the nature of the Group’s business, apart from
greenhouse gas emissions, we do not generate a
significant amount of pollutants. Therefore, we have not
yet set any specific emission reduction targets. However,
we will continue to monitor our own emissions and
review the effectiveness of our emission management
policies. When necessary, such as when the cost of
pollution treatment accounts for a certain proportion of
our operating expenses, we will set emission reduction
targets accordingly. Additionally, since most of our
greenhouse gas emissions come from the consumption of
purchased electricity, our greenhouse gas emission
reduction targets will be consistent with our energy
consumption reduction targets (please refer to the
"Resources Management” section for more details).

During the reporting period, the Group’s greenhouse gas
emissions1 from electricity consumption and vehicle fuel
consumption amounted to approximately 5,166.53 tonnes
of CO, equivalent (“tCO,e”), with an emission intensity
of 0.03 tCO,e per ten thousand RMB in revenue. The
exhaust emissions’ from our vehicles amounted to
approximately 6.99 kg of pollutants (nitrogen oxides:
6.44 kg, sulfur oxides: 0.08 kg, suspended particles: 0.47
kg).

During this reporting period, the Group’s business
operations strictly complied with environmental laws and
regulations of various local governments, and there were
no confirmed illegal or non-compliant events related to
emissions that had a significant impact on the Group.

Note:

1 The calculation methods for greenhouse gas emissions
(Scope 1 and 2) and vehicle emissions from gasoline and
electricity mainly refer to the “Reporting Guidance on
Environmental KPIs” issued by the Hong Kong Stock
Exchange.

BHAAEBEBRLD R TAEREH
BN AEBEATGELEKREITR
Y MBEPERENERBHSER -
R EEESFAEANSFNEESE
N BEE SR ERBERORT A
B ELER - Bl Y5 RREEAE
#2082 ) — TE L I A8 I FE B B R IR
B2 ARKEEIEELNAE
REERBINBENHHERE - B RER
ERER B R EB RN B RRE
—HR(FFELEZ(ERERIHMN) -

RARERAN  AEEEHEE I RE
EREDRMELANREREHRE"
#£495,166.53M8 — AL E 2 - HERE
EAEETTEEWA0BE_A/LE
2 AT AEEMEERERTH£46.99
Fr(Ralb?: 6.44T 5  HE:
0.08F 7% B FH T :047F52) °

RAREIA  AEEHEBSBRKE
SR BTHRBERER - REY
MAEMESRERLHAEEREERY
ENCHEREZL BREM-

GER

1 ABNRENELENEEREHM(H
B-—RD)REHERNGED AT
R2EREMIAEMOCREBR
BEIRE RS SIDIFRTE -
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6.1.1. Medical Waste Management

The Group's business operations do not involve the
use of harmful or hazardous substances. During our
service provision to customers, we handle medical
waste and materials generated from medical
aesthetic operations, such as disposable medical
supplies and equipment, including injection needles,
cotton pads, and other wound dressings. The
Group strictly complies with relevant laws and
regulations, and commissions third-party waste
management companies that hold a valid “Medical
Waste Management License” issued by the local
Ecological Environment Bureau to collect and
dispose of medical waste generated from each
store on a regular basis. To effectively prevent and
control the possibility of environmental damage,
medical waste is generally stored in the stores for
no more than 48 hours, and is placed in dedicated
packaging and sealed containers that are
leak-proof and puncture-resistant, with clear
warning signs, and temporary storage facilities are
regularly disinfected and cleaned to ensure the
health and safety of customers and employees in
the stores and surrounding communities. As waste
management companies have an annual permitted
disposal volume, we also regularly enter contracts
with waste management companies for the
collection and disposal of medical waste and pay
medical waste disposal fees on time to ensure that
medical waste is handled in compliance with
regulations.

B Ag LR oh

6.1.1. BEREYER

AEBEBEERIW W RFEH
BERERYE -MEMEER
REREHE BEES ThHE
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BERRMEN  BEFEE
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Although medical waste is inevitably generated in
our daily business processes, we are committed to
reducing its generation, teaching employees how to
handle medical waste properly, and constantly
reminding them to avoid excessive use of materials
in daily operations and treatment processes. In the
future, we plan to regularly assign personnel from
the Legal Department to monitor the implementation
of guidelines related to the disposal of medical
waste to ensure that the above measures are
effectively implemented.

During this reporting period, the Group generated
a total of 11,279.53 kg of medical waste', with an
emission intensity of 0.07 kg per ten thousand
RMB in revenue all of which were disposed of by
qualified third-party waste management companies.

Notes:

1 Medical waste is generated from two brands of
clinics that provide medical aesthetic products and
services, namely Neology and CellCare.

AN BB X BT Ak
RMELBEEY  RADHEA
MAOEELE  BEBTEHE
EERERY UTHIREST
REFZ2ERBERRETELE
EERITE « KRR - HAFIFHEIE
R IOE R BBERRPIR) A BB
ERFHBEEMERENESIN
HITBER BRLELAEBREX
T °

RAREHRN  AEEHELE
11,279.53 AT BEEY -« B
WEEAREEITEXRA0ITA
T YHAEBEENE=FEYE
BARIMEE °

GER
1 BEEMHRATARATR

SEMERHEXERRE RS
HPIJE ©
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6.1.2. Other Waste and Wastewater Management

Most of the Group’s stores are located in shopping
centers, and various waste and wastewater
generated by the business and office operations
(such as waste paper, packaging materials of used
beauty products, waste lamps, waste toner
cartridges, domestic wastewater) are collected and
disposed of by the property management company.
For construction waste generated from opening
new stores, renovation, or closure, it is collected
and disposed of by the construction contractors.
Although the Group is not directly involved in the
collection and disposal of waste, waste
management is an integral part of preventing
environmental pollution. We are committed to
implementing measures such as waste reduction,
classification and recycling, and promoting the
reuse of waste and improving employees’
environmental awareness, to minimize the impact
of our daily operations on the environment. For
example, we include provisions for civilized
construction in our contracts with construction
contractors to ensure that noise, dust, and other
construction waste generated during construction
are effectively controlled or eliminated. The
Strategic Development Department regularly
inspects the waste disposal practices of the
construction contractors during the construction
progress review to ensure effective implementation.
In accordance with the requirements of the
property management company, various waste
generated by the stores are collected, sorted, and
placed in the corresponding garbage recycling bins.
During the reporting period, the Group generated
a total of 6,432.10 kg of non-hazardous waste’,
with an emission intensity of 0.04 kg per ten
thousand RMB in revenue. All of the waste was
disposed of by qualified third-party waste
management companies.

Notes:

1 The non-hazardous waste data currently reported
mainly includes wastepaper generated from the
offices and stores. The Group has to yet establish
a system for collecting and compiling data on
other non-hazardous waste (such as used beauty
products packaging materials, cardboard boxes,
shopping bags, etc.). The Group will discuss with
third parties on various effective and feasible
methods for data collection to ensure that more
comprehensive non-hazardous waste data can be
provided in future reports.

B Ag LR oh
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6.2.

Resources Management

The resources mainly consumed by the Group in daily
operations include electricity and water resources used in
offices and stores, gasoline used by company vehicles,
and paper products and packaging materials for beauty
products used in daily office and promotional activities
(such as paper bags and packaging boxes). The Group
actively implements various resource-saving measures to
improve resource utilization efficiency. During the
reporting period, the Group consumed a total of
approximately 8,917,088.68 kWh of energy’, including
electricity and gasoline, with an intensity of 54.52 kWh
per ten thousand RMB in revenue. The Group also used
approximately 60,234.97 kg of packaging materials?, with
an intensity of 0.37 kg per ten thousand RMB in
revenue.

As a responsible company, the Group recognizes our
environmental responsibility that comes with our
operations. We constantly emphasize the importance of
environmental protection internally and with our partners.
We actively implement a green and low-carbon
development strategy to achieve sustainable development
in harmony with the environment. To ensure the proper
implementation of our environmental policies, we conduct
regular inspections of each store and provide training to
our employees on internal standards, procedures, and the
latest information on relevant environmental laws and
regulations to ensure compliance. We have also
implemented policies for the efficient use of water and
electricity to reduce waste of resources.

Notes:

1 The calculation method for total energy consumption
mainly refers to the “GB/T 2589-2020 Comprehensive
Energy Calculation Guide” issued by the National
Standardization Management Committee and the State
Administration for Market Regulation.

2 The packaging data only includes packaging materials
directly purchased by the Group and does not currently
include packaging brought by the product suppliers.

6.2.
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Environmental Targets
RIRERE

Electricity Usage
REE

We expect that our total electricity and water consumption to increase during the next
three years as we will expand our store network and the total client visits are
expected to increase. We will continue to increase energy and water efficiency in our
operations to fulfill our environmental and social responsibility and we intend to
reduce energy and water consumption per client visit during the next three years. For
example, we will continue to consolidate inventory orders from our stores in Beijing
and Shanghai and deliver inventory on a weekly basis to reduce shipping frequencies
and will continue to use recyclable shipping boxes, which could reduce energy
consumptions and reduce unnecessary waste. We plan to foster a paperless working
environment and promote utilization of nature light and ventilation. We also strive to
foster energy and water conservation culture in the Group such as raising awareness
of water and energy conservation through employee trainings and encouraging
employees to turn off lights and computers during off-business hours. We also intend
to frequently promote knowledge of low-carbon development and resource
conservation to our employees.

HMEH  RR=ZFNAREREKEHEERMERMEEE RFEHBEEIEAR
BIEMMM BT L7 - BT ESRSEE P RREKEE  UBETHMRIE KL
BEMLE UTHRAKR=ZFRNFEBEETREENERIRIKAE - Al HAGESR
BRI R EETPIENERFE  SFEINEFLURDEENRE - WiEEDD
AREREBANMNES RO RERERTBENEY - B8 & ERA LN TIER
B BENABAXRER - RMTE IR AEEANEEEHE R AKN L - 17
BEHAKREEES  EBEIRIERANMABERETER - RATEILER
BISEERERRGOERNME -

Water Usage
AKE

Due to our business nature, we do not consume a large amount of water in our daily
operation, but we intend to reduce the level of our average annual water usage per
store over the next three years by 1%. We plan to keep monitoring water
consumption level and upgrade our wastewater processing capability to increase our
usage of recycled water if necessary. We expect to continue to explore potential
energy-saving solutions within our production process as well as improve the efficiency
of energy and resource usage. Further, we expect to improve our employees’
awareness of environmental protection and resource conservation through continuous
training efforts.

HREMAOEBLEEER RN EEELTIERAREKR  EEERRK=F
HSERFMENTFHGFRRERE1% - RAABEEEANAKE  TAREKEER
E NEMEREINERBRERK BMERELEEBEREBERZBEEOMERR
FE - WIRAERREROERSE - Lo RMERBRBFEFITIERESELN
BRRMEHERER
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6.2.1. Management on Electricity and Other Energy Use

The Group's electricity consumption is also a main
source of our indirect greenhouse gas emissions. To
improve energy efficiency and reduce related
greenhouse gas emissions, we have implemented
the following energy-saving measures in our stores
and offices:

Offices
WAE

6.2.1. BN R EMERERE R

AEBNE BRI B EFIRE
BERBHFROETEZRR-
It B RRESERRE - A HK
i ERBEERBHEN &
BRPIE R AZEERDUATE
NERREREIE

Stores

FIJE

o Install LED lights

ZHELEDFE

o Turn off idle lights and appliances
R ERE KBS

o Prioritize the purchase of energy-efficient

equipment with energy labels
RRBRELEZEGRERERNEHERE

o Implement measures where the last colleague
leaving the office needs to turn off the lights
and air conditioning when there is no one in
the office
EMRNERA AR BT
FEWEER RERNER

o Provide energy-saving tips and recognition to
encourage employees to change daily habits,
such as turning off appliances that are not in
use in their own workspaces
REESVER T RRE EEXEBETH
BHEEE WEARECHRALER MERY

= o
B AN

REBMANRAE

b

During the reporting period, we used
approximately 8,866,161.20 kWh of electricity,
with an intensity of 54.21 kWh per ten thousand
RMB in revenue, and approximately 5,748.33 liters
of gasoline, with an intensity of 0.04 liters per ten
thousand RMB in revenue.

Install LED lights

ZHELED &

Implement regional lighting

B bt [ 15 BR AR

Turn off unnecessary advertising light boxes
outside the store during non-business
hours
RIFLEFEBEAE I L ENESER
Regularly maintain and repair air
conditioning equipment to ensure optimal
performance

EMEEREEARBUARREERERE

RAFREHAN  AEEHEERE
71 498,866,161.20 T FL B » 23 /2
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LA K S50 #95,748.33FF » BE A
BEITEEIWRA0.04F ©
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6.2.2. Management on Water Resources

The Group's offices and stores use water from the
municipal water supply, and during the reporting
period, the Group did not encounter any issues
related to obtaining water resources. To effectively
use water resources, we have implemented water
conservation measures throughout various aspects
of our daily operations. We actively encourage
water conservation and educate our employees to
establish a correct concept of water usage,
strengthen their environmental awareness, and
ensure proper water usage while eliminating waste.
For example, we have posted water conservation
slogans in our offices and stores to strengthen
employees’ awareness of water conservation in
public places, regularly inspect and maintain water
facilities and pipelines, and minimize water
consumption to the greatest extent possible. During
the reporting period, the Group used
approximately 178,385.88 m* of water resources,
with an intensity of 1.09 m? per ten thousand RMB
in revenue.

Environment and Natural Resources

As the Group does not involve factory operations or the
use of any hazardous chemicals in its business processes,
we believe that the Group has no significant impact on
the environment and natural resources. However, the
main impact is the greenhouse gas emissions generated
by the use of electricity in our stores and offices. Since
some of our beauty equipment and product suppliers are
located outside of China, it may create emissions during
transportation. Also, the improper disposal of waste
packaging generated during the Group’s operations and
supplier products may exacerbate global warming.
Therefore, the Group not only aims to reduce energy
consumption, water usage, greenhouse gas emissions,
and waste, but also hopes to explore innovative
technologies in the market and cooperate with suppliers
to launch emission and waste reduction projects to
develop our business in a more environmentally

6.3.
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sustainable manner. In addition to the environmental BREEER BT LMSHMHAEED
measures disclosed above, the Group has taken the IRIRFEHESN - SEEINE AT 555
following measures to minimize its impact on the BHOREBEEEHRENZE

environment:

Key measures on waste reduction and carbon reduction

55 1991 5% 36 R /B B2 Rk B 4R i

Green Plan of The Group’s supply chain is committed to promoting healthy living and environmental
Delivery Process friendliness, and strives to reduce its impact on the environment:

in Supply Chain FEORSEMHEERFIREELE RERFATRE BRI EHRENPEER
MR IRETH b=

ZEstal

N
-

Beijing and Shanghai business centers implemented a roaster system, delivery is
only made once a week, greatly reducing the frequency of transportation and
the carbon emissions caused by transportation;

AR R EBRMAEBRORBIIESE - RRIARE —IK » AKFEEEBL
EIER A E S BB

2) In Beijing and Shanghai, a crate delivery system is implemented to reduce the
use of cardboard boxes and contribute to a green supply chain. In the situation
of ensuring customer satisfaction, the reduction in the use of cardboard boxes
could result in cost savings :

IERE EERINETREEMERE  RDAREER  SeRERARRMER - £
CHEMERBENBRT  BEAEER  BHOKE

3) We strive to choose suppliers located in the same area where we operate as
much as possible, in order to reduce unnecessary long-distance transportation.
This not only helps to reduce greenhouse gas emissions, but also generates
income for qualified local suppliers, achieving a win-win situation for ecological,
economic, and social benefits.
B RMERELCAEMNHRER R TR ENRRER - WLHRKR T ERIE
BRERBOHMIN kRSN AREERAETIRA  BERERAR K
B ERanERER

4) All stores, including direct and franchised stores, consumables such as towels,
bed sheets, and slippers are reused after strict sterilization.
BEEERMBEANNZEPIE  MEM  KE ZHSERAESEREETRE
EERER FREEBEANA -



2022F% XEREERREEXERAA 107

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BB~ A d KOE A ol

Key measures on waste reduction and carbon reduction

55 1] 55 3R A% /B B R B 45 B

Environmental- 1)
friendly and

energy saving

materials in stores

PR R AR & B ge 1
2)
Employee vehicle 1)
use and business
travel
ETHERHE
2)
3)

The Group has implemented a sustainable approach to interior decoration in direct
stores, utilizing EO grade environmentally friendly wood and incorporating
energy-saving bathroom facilities and air conditioning systems, thereby
minimizing energy consumption and mitigating the environmental impact on
both employees and customers :

BEMEEER —EREORBRERAR  WEBETRE A RETREZE T - LU 2 88
REBERUANEREHRBERET BENTE

After the decoration is completed, a professional environmental testing
department is invited to test the indoor air quality to ensure that all indicators
are qualified before use. If harmful substances are found to exceed the standard
during the inspection, timely measures will be taken to rectify the situation.
RETHE  UHEBERBRABFIRALEEENENEREE - BRZIEIEH
SREHEER - MEETRA  FRESVERST  gRFEFETERE -

To reduce fuel consumption during travel, we require drivers to plan their routes
before departure and choose the shortest and most efficient route.

R D HE S REREDERE - HAI LA EITAREIRE - B2 URE KPR
B BE AR EIE B #)3h

We encourage communication through video, phone conferences, and electronic
means to reduce exhaust gas and greenhouse gas emissions.

REMBHRIE THEERE BETEMEHINETER  UWALBEREAEZEREWN
HERR

The group actively encourages employees to use public transportation or
co-sharing vehicles for commuting.
SEMEGSEBE ITARARTBHHATEY
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6.4.

Looking to the future, in order to more effectively
implement and evaluate our environmental, social, and
governance policies, we plan to implement environmental
protection measures in monitoring and reducing the
medical waste generated during our service provision
process. For example, we plan to conduct regular checks
and provide training to our employees at each store on
how to reduce medical waste every month. We also
expect to strengthen monitoring and implementation of
guidelines for the handling, use, storage, treatment, and
disposal of medical waste. For instance, we intend to
engage in regular independent assessments of the
sufficiency and efficacy of our medical waste handling
guidelines, as well as the extent to which these
guidelines are being implemented through our internal
audit functions. These evaluations will be conducted by
the Board to ensure that we maintain the highest
standards of environmental stewardship, regulatory
compliance, and corporate responsibility.

Responding to the Climate Change

The Group believes that we are less vulnerable to the
impacts of climate change due to the fact that our
operations are primarily located in first and second-tier
cities, which have a high level of resilience to extreme
weather events such as typhoons, storms, and heavy
rainfall, in terms of rainwater drainage, building structure,
communication infrastructure, and power grid facilities.
Therefore, we believe that our business operations are
relatively immune to the impact of extreme weather
conditions. As of the end of the reporting year, our
business operations and financial performance have not
been significantly affected by climate change or extreme
weather conditions. However, the Group recognizes the
need to identify and mitigate risks associated with climate
change, including those arising from changes in policy,
law, technology, and market demand. We are in the
preliminary stages of identifying the relevant risks and
implementing appropriate measures to mitigate them. We
understand that a sound governance framework is critical
to effectively manage climate-related risks, and we will
continue to work with third-party ESG consultants to
incorporate climate risks into our enterprise risk
management mechanism, set climate-related goals and
indicators, and disclose our progress in achieving these
key performance indicators in our annual ESG report to
the Board and stakeholders.

6.4.
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Physical risk/

Risk Transition risk
=HBEAR
S 1BE R

Risk Description

2 e i

B Ag LR oh

Measures

RERER

Transition risk
BER R

More stringent
regulatory
disclosure
requirements on
climate change
AR RIS H
FERROEERE

The more stringent ESG disclosure
requirements will increase the risk for
the Group of non-compliance with
relevant laws and regulations, such as
the ESG guidelines provided by the
Hong Kong Stock Exchange. Failure to
comply with these guidelines could
result in legal or regulatory actions,
business interruption, reputational and/
or financial losses, or increased capital
investment and compliance costs.
FNERAR BV ESGIRER B IE K E R
R PIEERTVER (MBEER S
ESGHE S M E by - S B R AR K
EEITE - B BB RS
BR - HEARKRENERAAIEM -

)

regularly monitor existing and
emerging trends, policies, and
regulations related to climate change
and alert senior management as
necessary to avoid cost increases,
regulatory fines, or reputational risks
due to delayed response.

FHIE BB R R A RA AR B AT H IR
BB BERAMER  WEGBENE
RRESGSEEE UBEEAREER
EMEBAAEIN - ERITRAEER
[\ B

engage third-party ESG professionals
to provide ESG reporting services to
ensure the quality and accuracy of
our ESG reporting and compliance
with relevant regulations.

B H = NESGH E AT IRMHESGH
HER - LBEREEESGREANTH
BEMERTE - WETHEEER -
meet regularly with ESG professionals
to stay informed of the latest ESG
news and regulatory updates and
take appropriate actions in a timely
manner.

FEHMESGHEE AT EM - T MEH
EVESG#T B FUE AR AT - LAfE R B R
HUE & 5 o
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Physical risk/

Risk Transition risk Risk Description Measures
BERAR
[ B 8% E | B 448 3t BRI
Increasing Transition risk The increasing expectations of 1) promote the Group’s sustainable
stakeholders’ iBE R stakeholders for sustainability development efforts through online
expectations for achievements will increase the risk for and offline channels.
sustainability the Group of not meeting the growing BEERTESESENMHEEESN -
achievements concern on our ESG performance, 2) engage with stakeholders to
A=A ES which could result in reputational and/ understand their changing demands
AT REE MR BB or financial losses, or increased capital and perspectives on the Group, and
MRS investment and marketing costs. disclose relevant information in our
M AEEE I HEERAMRNBAEY annual ESG report.
TS - B MEBNRE - B8 FERANSAMT2EIE TREY
mEHEBESGRENHRMT - 5 SEEKEBENE (L TREF
EEERERNSMBEL - AR ESGHREH - fEHEEANAMIRE -
BRSO N o
Extreme weather Physical risk The frequency and severity of extreme To minimize potential risks and hazards, the

1% 3% KR

BRRER

weather events such as typhoons,
storms, and heavy rain have increased,
which may disrupt the power grid,
communication infrastructure, or cause
flooding, hindering and endangering
our employees’ work, resulting in
decreased capacity and productivity, or
exposing the Group to risks associated
with non-performance and delayed
performance, resulting
interruption, financial losses, employee
injury, or increased capital investment.
B - 35 AN 2 S R K R ) SE S R
BREREEN  TREBEER  BE
EE R M EROHK - IR FEERM
BIMNIE SR THEMEERRE
K SFEAEEEGRETETNTER
TEBENRERE  SREHTE - MBE
K CBIRBRERKERM-

in business

Group has adopted flexible work
arrangements and preventive measures
during adverse or extreme weather
conditions.

BT HERRE MR BERNRBRAER - &
SHEERLLBmARMGE THRRTEEN
TYERBEMTERTHE e ©
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SUMMARY OF KEY ENVIRONMENTAL 7. REENBBER
PERFORMANCE
ESG Indicator Unit 2022’
ESGIEZ B 202241
A1 Emissions
B
A1.1 The types of emissions and respective emissions
B R AR R BUE
Nitrogen Oxides (NO,) kg 6.44
AEALY(NO,) T 6.44
Sulfur Oxides (SO,) kg 0.08
a1t (so,) T 0.08
Particulate Matter (PM) kg 0.47
TR T (PM) T 0.47
A1.2 Greenhouse gas emissions and intensity
BERBHIRERRE
Greenhouse gas emissions (Scope 1)* 8 tCO,e/RMB’0,000 revenue 15.29
RERBHENE (BE—)2* M- SLiE S 15.29
Greenhouse gas emissions (Scope 2)* 8 tCO,e/RMB’0,000 revenue 5,151.24
RERBHENE (BE_)>® M- SLiE S 5,151.24
Total emission of greenhouse gas tCO,e/RMB’0,000 revenue 5,165.53
HRERBEHENE M-SeiE S 5,166.53
Intensity tCO,e/RMB’0,000 revenue 0.03
wE ME_SbiE 8 B EE KA 0.03
A1.3 Total hazardous waste produced and intensity
EEREYHREREE
Medical Waste® kg 11,279.53
BEED® N 11,279.53
Intensity kg/RMB’0,000 revenue 0.07
HE DT/ BLEEBA 0.07
A14 Total non-hazardous waste produced and intensity
BEREYEREREE
Total non-hazardous waste® kg 6,432.10
BEBEEDRS® NI 6,432.10
Intensity kg/RMB’0,000 revenue 0.04
HE R/ BLEERA 0.04
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ESG Indicator
ESGIEE

Unit
By

20221
20221

A2

A2.1

A2.2

A2.5

Notes:

Use of resources

BEREM

Direct and indirect energy consumption by type in total and intensity

RENEINEER SBEEREAEEREE
Total energy consumption® &
AR FE 8

Intensity

Direct energy consumption
BERRER

Gasoline

i

Indirect energy consumption
e gL IR E 8

Electricity

B

Water consumption in total and intensity
REKBREE

Total water consumption

FEkE

Intensity

kWh

TR E
kWh/RMB'0,000 revenue
TRE ST&EERA
kWh

TR &

Liter

ﬂ_

kWh

TR

kWh

TR

m3

ST K

m3/RMB’0,000 revenue
SHKSEITTEERA

Total packaging material used for finished products and intensity

HEmTAEEMBNEE
Total packaging material’
CELL

Intensity

The scope of environmental KPIs data collection for the whole
year of 2022 includes: 34 offices, 189 direct stores, 1 warehouse
and 2 training centres, excluding any franchised stores. As the
Group has yet to establish a systematic procedure for collecting
most environmental data, the environmental data currently
disclosed (excluding medical waste and wastepaper) is calculated
by dividing financial data with the average unit price.

Greenhouse gas emissions (Scope 1) including direct emission of
CO, produced by gasoline in vehicles.

Greenhouse gas emissions (Scope 2) including indirect emission of
CO, generated from purchase of electricity.

kg

A

kg/RMB’0,000 revenue
DT/ BILTEERA

GEX

1 2022 F 2 FIRIBHERE SR EEUIR I E S
BEA:3AMPAE - 189 EEME - 1A

8,917,088.68
8,917,088.68
54.52

54.52
50,927.48
50,927.48
5,748.33
5,748.33
8,866,161.20
8,866,161.20
8,866,161.20
8,866,161.20

178,385.88
178,385.88
1.09
1.09

60,234.97
60,234.97
0.37
0.37

[ 2PrIERIEAR WA BB EMMEE - M

RN R BT RE H AR D REBIETERE

T ESE REMEEARERE (RE
R IR BE AR SR M) Y9 DA B 75 BUHR PR UA 7 15

BEER -

2 BEREHNE (BE ) RESEWEMA

HPTE £ E B — AL IREER -

3 BEREHNE (BE D) RESEANEE
77 P EE A B R B — AL BRBE AR -
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4 Total energy consumption includes the total amount of energy
consumed from sources such as gasoline and purchased
electricity.

5 Medical waste is generated from two brands of clinics that provide
medical aesthetic products and services, namely Neology and
CellCare.

6 The non-hazardous waste data currently reported mainly includes
wastepaper generated from the offices and stores. The Group
has to yet establish a system for collecting and compiling data
on other non-hazardous waste (such as used beauty products
packaging materials, cardboard boxes, shopping bags, etc.). The
Group will discuss with third parties on various effective and
feasible methods for data collection to ensure that more
comprehensive non-hazardous waste data can be provided in
future reports.

7 The packaging data only includes packaging materials directly
purchased by the Group and does not currently include
packaging brought by the product suppliers.

8 The calculation methods for Scope 1 and 2 greenhouse gas
emissions from gasoline and electricity mainly refer to the
“Reporting Guidance on Environmental KPIs” issued by the Hong
Kong Stock Exchange. The calculation method for total energy
consumption mainly refers to the “GB/T 2589-2020
Comprehensive Energy Calculation Guide” issued by the National
Standardization Management Committee and the State
Administration for Market Regulation.

TALENTS EMPOWERING

We firmly believe in the “people-oriented” principle and regard
talents as the core competitiveness to support the sustainable
development of the Group. We have established a
comprehensive human resources management system to support
the implementation of company strategies and achieve strategic
planning and goals. Beauty Farm values the construction and
improvement of the talent system, standardizes talent
management, protects employee rights, cares for employee
physical and mental health, and develops a scientific employee
training plan to create a platform for employees to realize their
self-worth and achieve mutual growth with the Group. At the
same time, the Group has established an efficient talent pool,
providing employment opportunities, various skills-related
training courses, and clear promotion ladders for employees.

8.

B BE A0 R I

4 RRAREEETHRINBENSE LN
FEREE -

5 BRI R e iR &S] R E M E R E
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H R B IEA MR A AT BIRAEA 0K - 18
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8 MR ENELENBERESR(BE— &
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CrREBRESEIZERIES|IDETE - 827
BREENTENATE2EHARIESEEE
ZEERBRMHLEEEEARBMERDY
{GB/T2589-2020 — #rAEEFERTEBAINIE

Sy e
= =5
HE

s E B AR AT e

BB ERBEIRARKINES  BAT R
PHEEAFERRNZOBRF N BLT
HREMANEREEBRARIEARBRE
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8.1.

Compliance Employment

We strictly comply with the “Labor Law of the People’s
Republic of China”, “Labor Contract Law of the People’s
Republic of China”, “Social Insurance Law of the People’s
Republic of China”and other laws and regulations to
employ labor legally and compliantly. The Group
continues to optimize our employee structure and has
formulated a recruitment management system to unify
recruitment standards, standardize recruitment
management, ensure fair and transparent recruitment
processes, and meet the talent needs for development.
Our recruitment standards mainly consist of professional
knowledge, leadership, work experience, and personality
traits to ensure that the selected candidates meet the
needs of the Group. According to business development
needs, we efficiently utilize diverse recruitment channels
to adapt to the industry’s high demand and high
turnover rate for front-line service positions. The main
channels include campus recruitment, online recruitment,
headhunting companies, internal recommendations, and
so on. Meanwhile, we have established a system of
avoidance for relatives. When an employee and their
relatives are employed in Beauty Farm at the same time,
they are not allowed to have direct or indirect
relationships with subordinates or work in the same
stores, further reducing management risks. During this
reporting period, the Group’s labour contract signing rate
and social insurance coverage rate both reached 100%.

Management Trainee
Programme

B ERERTE

8.1.

B ER
BMBERET(REARKNEL S
EY (hEARAMBSEHARE)
(hEARAMBH SRR FERE
B AEARMERS T - RERER
LB T#H - XHIECREBEESIE) A
HRRRE ABRBEEE  RERQ
FHERWHEERE REERATE
AT - HFIMAEBIEELIEmFEEA
B BE - TEERE - @S- E
DR AERERBABNTASEE
Ko BEXBERFTZ  HMISROLE
FREZEERERE  NERITEY &
R E THERKNERD SR
HOIZEERERERE PR
B HBAR REHEES - FAE - &
MR T RBRESE 8T RESRE
[Fl A FE C BB O B A8 A B RS » TS 1E
EFEERSBEER TRER  HES
BER—EFE PIZHE - £ 5%
RERRR - RAREA - NEEHLH
PAERAFRTE R GRBREEXIGES
100% °

The Group focuses on direct recruitment from universities and has established
long-term and good cooperative relationships with multiple schools to ensure the
quality and skill level of employees. In order to select new employees that are suitable

for the company’s needs, we have developed a personnel recruitment evaluation
system with Beauty Farm characteristics, and job applicants need to undergo three
rounds of interviews to rigorously select suitable talents. To attract talent, we have
specially established a series of training plans, such as closed-course training,
one-on-one mentoring system, and regular team building and experience sharing, to
cultivate future talents for the Group and prepare for sustainable business
development, breaking through the problem of frontline employee shortage and high

turnover rate in the beauty industry.

SEIBNARERREZETHRENGS THZEEREY T RARITOSERE
NRBFIEETIMREREKRT -RTRELEARARFTENHMETL - BRIELTK
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The Group continuously makes efforts to pursue equal
opportunities, diversity, and anti-discrimination, and is
committed to creating a fair, respectful, and inclusive
work environment. The decision process of employment,
training, promotion opportunities, dismissal, and
retirement policies. is regardless of age, gender, marital
status, pregnancy, family status, disability, race, color,
ancestry, ethnicity, national origin, religion, or any other
non-work-related factors. Although the beauty industry
and the business scope of the company generally have
more female employees, gender does not affect how we
treat employees. Both male and female employees receive
appropriate treatment according to their job level,
seniority, and performance.

The Group adopts a zero-tolerance policy towards any
form of discrimination, harassment, bullying, or any form
of verbal abuse. The Group encourages employees to
report any discrimination or harassment encountered in
the workplace. Any behaviour that violates the equal
opportunity policy will result in disciplinary action. The
Group takes all complaints involving criminal offenses
seriously and will handle them appropriately.

As of the end of this reporting period, the Group
employed a total of 3,749 employees, including 3,707
full-time employees and 42 part-time employees. Most of
the Group’s employees are located in China, with only
one employee in Hong Kong and three employees in
overseas regions. We also respect diverse employment
and provide re-employment opportunities for employees
who have reached retirement age. We employed a total
of 74 retired employees who returned to work. The
remaining 200 employees are in other positions such as
interns. Based on the characteristics of the industry and
the business scope of the company, there are more
female employees, with a total of 3,562 female
employees and 187 male employees.
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Employee Age Distribution
ETFERD M
3% 3%

27%

67%

20 or above 20-35 35-50 = 50 or above
FHR20LAT FH20-35  FHE35-50 FH50A E

The Group’s "“Employee Handbook” clearly sets out
policies and procedures for employee regularization,
probation, resignation, attendance, and leave, and strictly
adheres to the personnel management policy of “fairness
and reasonableness, strict standardization, clear rewards
and punishments” to ensure that any termination of
employment contracts is based on reasonable and legal
grounds, and strictly prohibits any form of unfair or
illegal dismissal.

Employee Turnover Rate by Gender
RERIBI DN EERALER

26%
22%

Male Female
B i

Employee Gender Ratio

& TR
5%
95%
Male Female
S zi

AEBRCEIFM)BRLSIBE TH
E-BTHI BB ZHUARERS
BEARRE  BRATIAFEE
BRAE BEIAINAFTEEN
i BREAERSONKIEEERS
BREENIER - I BBSEILER
X T RHIEER R -

Employee Turnover Rate by Age
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Labor Standards

To combat the illegal employment of child labor,
underage workers, and forced labor, job seekers are
required to provide valid identification documents to the
Group’s HR Department, and background checks may be
conducted before or after employment to ensure that
they meet the local legal employment qualifications. Once
the Group detects any violations of labor laws,
regulations, and standards, relevant labor contracts will be
terminated immediately, and follow-up actions will be
taken in accordance with local labor laws and
regulations. We do not force employees to work
overtime, and overtime work must be approved by the
employees beforehand.

During this reporting period, the Group strictly complied
with the laws and regulations related to employment,
prohibition of child labor, and forced labor in various
regions. We did not have any confirmed illegal or
non-compliance events related to this that had a
significant impact on the Group.

Employee Care and Welfare
8.3.1. Remuneration structure

The Group has designed a salary system and wage
standards based on the characteristics of the
industry and the current situation of the Group,
with the basic principles of “internal fairness and
external competitiveness”. In the salary system
developed by the Group, the main component of
the salary is linked to performance evaluation, and
the salary is divided into three parts: basic salary,
performance-based salary, and allowances, and is
subject to the change in employee position, job
promotion, and individual and company
performance. This system reflects the spirit of
“Capable employee gets more” and encourages
employees to improve their work performance and
capabilities for higher compensation.

8.2.

8.3.
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The Group has established a comprehensive and
complete performance management system and
formulated the “Beauty Farm Performance
Management System” to improve the overall
performance of the company through scientific
management methods while providing a basis for
personnel decision-making regarding salary,
promotion and demotion decisions, etc. The
construction of the “Beauty Farm Performance
Management System” follows five principles:
consistent rights and responsibilities, fair
consideration, effective communication, full
participation, and continuous improvement. It
promotes employee career development, improves
the incentive mechanism of the company, and at
last realizing organizational strategy.
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Performance Assessment Procedure

RSB RREE

Performance
Result and
Application
B BRERREER
e Promotion, job reassignment,
salary reduction, or elimination
B AR BESOEK
*  Potential development and education training
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Performance
Assessment
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Perform performance evaluations on

a monthly, quarterly, and annual basis
BAK  FE - FEETHEIAT
Quantify KPIs based on the SMART principle
R SMART [R Bl B(LARBUEE



2022F% XEREERREEXERAA

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

8.3.2. Labour Protection

In accordance with local labor laws and
regulations, the Group has established reasonable
working hours and holiday arrangements for
employees as stated in the “Employee Handbook”
and labor contracts. We attach great importance to
the basic welfare of employees and strive to
provide superior welfare protection. In terms of
holidays, the Group provides employees with
various statutory and additional paid holidays, such
as annual leave, marriage leave, prenatal
examination leave, maternity leave, paternity leave,
breastfeeding leave, bereavement leave, home
leave, birthday leave, and so on. In addition, all
employees are entitled to free care or products
every month after they pass their probation period,
based on their level. The Group also provides
supplementary medical insurance for core
employees every year and covers 95% of the
purchase cost. The company also offers free
physical examinations as a green welfare benefit
for some employees every two years. Since 2011,
we pioneer in implementing a 5-day workweek in
the beauty industry, giving employees more time to
rest and enjoy life, which is another measure of the
company’s humanistic care for employees.

During the pandemic, the Group pays extra
attention to employee health. We provide
employees with work essentials such as work
clothes, masks, alcohol, disinfectant, etc. Each store
is also equipped with an infrared thermometer to
ensure the health of employees and improve
protection. The Group also provides commodities
for employees living in dormitories, equipping with
disinfectants, medicines, and other materials. We
also provide certain salary guarantees and organize
centralized isolation facilities in the event of a
concentrated outbreak of the pandemic.
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“Beauty Farm Love
Fund”
[ZEBHEFELED]

Creating “"Mommy
Room”

T3 TR/ E

Supporting Employees
in educational
upgrading

XFETRAZRE

Over the past decade, the Love Fund has provided assistance to 40 employees
and their families who are suffering from illness or accidents. In addition, every
year, the Group allocates a portion of the fund for employees having significant
events with condolence payments ranging from 1,000 to 2,000 yuan per
person.

B0 2R - BOEASHEYN TIORSBERIABIMMIBETRARA  fhoh -
EESFRENBEDP TUMR-—HO0ETEIEAFERMSE - §A1,000-
2,000 & o

The Group cares for and values the needs of each employee, providing
targeted, personalized, and diverse support for different employee groups. We
have specially created a “Mommy Room”, a breastfeeding room, in the office
area and inside the “Sunshine Restaurant” in providing a private space for all
nursing mothers.

SEMENERGULEINE R FETRE THRBREMARASE ML - @Al
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The Group actively cooperates with different universities to provide employees
with different opportunities to improve their qualifications, including promoting
from high school to college, and from junior college to undergraduate level.
Some outstanding graduates can also receive scholarships as encouragement.
Since 2016, nearly 80 employees have signed up for educational upgrading, and
nearly 40 employees have completed their education and obtained their
qualifications.
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8.3.3. Employee Care

Beauty Farm is committed to creating a
people-oriented and excellent working environment,
advocating for work-life balance, and actively
organizing various activities to activate employees’
leisure time and promote corporate culture. To
create a good working atmosphere, we organized
various employee activities during this reporting
period, such as outdoor team building, birthday
parties, new employee welcome parties, various
holiday activities, and so on, to promote
harmonious and positive cooperation among
employees.
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Examples of Employee Activities
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Xian — Frisbee team building activity
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Shanghai — Outdoor team building activity
rEELE-—RPINER

Chongging — Visiting Si Mian Mountain
BE — EHRMEL
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To encourage employees provide feedback and
suggestions, the Group has established a
multi-faceted and fast feedback channel for
employee, including corporate WeChat, internal
meetings, interview mechanisms, and complaint
boxes. In the corporate WeChat, we welcome
employees to create groups freely and have direct
conversations with the Board and Chairman in
providing feedback and achieve timely and effective
communication.

In addition, the Group has also established flexible
and diverse interview mechanisms, such as monthly
employee symposiums with HR business partners in
various regions, probationary period interviews, and
exit interviews, to further listen to employees’
opinions and improve future corporate strategies.
To achieve fast, sensitive, top-down and efficient
communication, the Group also uses information
and collaboration systems to establish multi-level
communication and knowledge-sharing platforms,
such as Beauty Farm Online School, HR
management system, and collaborative office
system, scientifically collect employee feedback and
better exhibit the “people-oriented” spirit.

Furthermore, we have learned from various
unfortunate incidents caused by employee mental
health issues. To care for our employees’ mental
health, we have also sought professional
psychological counseling agencies to provide regular
free counseling services for employees, to alleviate
their stress and confusion related to work, marriage
and family, interpersonal relationships, and
parenting education.
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Occupational Health and Safety

We insist on providing a safe and harmless working
environment for employees, actively formulate different
policies to enhance employees’ occupational safety
awareness, ensure that the workplace meets safety
requirements, and be prepared for emergency situations.
The Group has formulated a series of safety management
standards with the principle of “safe operation,
eliminating hidden dangers.” In the past three years
(2020-2022), the Group has had no work-related
fatalities. During the reporting period, there were 5
work-related injuries, with a total of 269 days of
work-related injury losses. We have established a set of
procedures for handling work-related injuries to ensure
that employees receive treatment as soon as possible
after injury. The social insurance purchased by the Group
for employees also covers the medical expenses resulting
from work-related injuries. We strictly comply with the
“Regulations on Work-Related Injury Insurance”,
“"Measures for the Ascertainment of Work-Related
Injuries”, “Administrative Measures for Diagnosis and
Identification of Occupational Diseases” and relevant laws
and regulations in the regions where we operate. The
injured employees in the current year have all received
reasonable compensation.

B Ag LR oh

84 BxEmEHiLs

BMBFAEIRHERE  MENIHE
RE BB TEOBREARFET
WEEZ2EHS BRILESHTAR
2ER - THBEEME MG RIETE
H-EEBTET —RINZE2EER
& NR2EE HBBElARET
YEF &  MiIBA 3 (2020%£2022) -
EEBERNTRTEHEE MEATF
B BIEETEHEREHSK TEHEE
KBHHHB269K - REBEHIT T —
ETBREEMEBRRE  UBRREIHE
THEEBE—EREEEE MEEASB
THRENCSRBREEERETEMmIE
FAEER SEEBETIRE(CT
BREIED)  (TBREWE) - (BE
BoMBEETEERE)REBELRES
HWHEEEER - AFEILEEIHER

/8 A 7 (e
SHIBERE -

123



|

124 Beauty Farm Medical and Health Industry Inc. ANNUAL REPORT 2022

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
BB AL ROE R

2022 Key Measures on Safety Management 2022F %%

Safety Responsibility

ZEEE

Employees are obligated

to serve as safety
administrators and jointly
ensure the safety
management of the work
area to prevent accidents.

In case of any accidents,
they should actively
cooperate and handle

the situation together.
BIRBREREEEE
HAKEE TERENZEE
BT BHBRERR 58
BINEH - BREEBERE - #
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Employees should first learn
the instructions for using
various electrical
appliances, and strictly
follow the requirements for
use. If any safety hazards
are discovered, they should
immediately report them to
the company.
BIEFASEERN
LEBBRERFR - BRIEZ
RERGER - H#HLE2RE
BEVEHEDF

Dial the fire alarm number
119, and explain the
specific location, fire
situation, and
environmental conditions of
the fire. While using
fire-fighting equipment to
control the fire, guide
customers to evacuate,
close doors, windows,
electrical switches, and gas
valves.
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Accident Handling
o

If an employee finds
someone else has an
accident, they should
immediately report to their
superior and send them to
the nearest hospital for
treatment without delay. If
a dangerous situation is
discovered, warning signs
should be placed around
the danger zone to alert
others.
EIRRMATERLEER
SN BV RIRE EA)
3K 1E BT B RUB -
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Distribution Box

Management
BERERE

A dedicated person is
responsible for managing
the distribution box, and
other personnel are not
allowed to turn on or off
the circuit breaker without
permission. If a tripping
occurs, they should
immediately report to their
superior. After unplugging
the electrical plug, the
circuit breaker should only
be turned on after
confirming safety.
BEMBEATE - HtWA
BETBEER - BWEM -
EREBRKE - BURRE
ER o B HEE
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During holiday closures,

the heads of various
departments and stores
should guide their
employees to clean the
environment, collect and
store items, and perform
other related tasks
according to the
requirements outlined in
the 'pre-holiday preparation
work' document.
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The fire-fighting facilities
are managed by a
dedicated person, and are
fixed in place and regularly
checked for validity and
effectiveness. No employee
is allowed to use the
facilities for other purposes
or occupy the designated
location for placing the
facilities.
HEIREREAERE -
B E M E T RS AW
HMAYRYE - FREIT
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Equipment Room

Management
REMEE

Flammable and explosive
materials are strictly
prohibited from being
placed in the equipment
rooms (boiler rooms,
distribution boxes) of the
beauty salon, and a
dedicated person is
arranged to conduct
regular inspections.
ERRBER (RES -
BB NERZIBE S -
FEYMm URHEATE
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The Group has established internal management systems
such as the “Fire Safety Management System” and
developed the “Store Fire Safety Knowledge Guide
Manual” to improve the fire safety awareness of all
employees. We regularly organize employees to learn
about fire regulations and regulations and strive to
comply with fire safety laws. All new employees must
undergo fire safety training before taking up their
positions and pass the exam before onboard. In addition,
we regularly conduct on-site demonstrations and training
for the maintenance and use of fire facilities and actively
cooperate with shopping malls or property buildings to
conduct fire drills, aiming to eliminate all fire hazards. We
strictly implement the hierarchical fire safety responsibility
system and the post fire safety responsibility system,
launching inspection systems, and punishing those who
fail to rectify fire hazards found during inspections within
the specified time according to the reward and
punishment system.

Fire safety work is an important task, and all personnel
must fully understand its importance. In order to further
improve employees’ fire safety knowledge and firefighting
ability, the Group regularly arranges fire safety training
and implements the principle of “Prevention first”. The
training content includes sharing of fire cases, correct use
of fire extinguishers, evacuation and escape knowledge,
and daily preventive measures, etc., ensuring that
employees are familiar with the response methods in case
of safety accidents and safeguarding their safety. By
improving employees’ awareness of fire safety work, we
ensure our employees are in a state of alertness of fire
safety.
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8.5. Diverse Development and Training

8.5.1. Career Development

The Group is committed to effectively managing
the career development of all employees, helping
them achieve learning and development goals,
forming a talent pool, and improving the
organization’s sustainable operational capabilities.
At the same time, by effectively reserving
high-quality talents, we can timely adjust and
supply vacant positions to support the company’s
steady development. We have a complete and
transparent promotion mechanism, and we have
provided different support and assistance plans for
employees in different positions to “achieve career
goals” in different ways. We have clear job
development maps for functional and professional
positions to provide employees with upward
motivation. For functional positions, employees can
obtain different promotion opportunities based on
their experience and abilities, with the highest
position being director level. For professional
positions, we have also set different promotion
paths, providing employees with diverse career
development options through multiple career
development paths in sales, technology, and
management aspects.

The Group continuously adjusts and improves its
employee development and performance
management mechanisms, effectively motivating
and leveraging employees’ abilities, creating a
people-oriented employment environment, and
establishing a fair and just promotion environment.
We have formulated internal promotion or job
transfer systems such as the “Technical Supervision
& Regional Technical Committee Promotion
Management System,” “Beauty Therapist Promotion
and Demotion Management System,” “Beauty Farm
Management Development Channel and Senior
Management Promotion System,” and “Beauty
Farm Junior and Middle-level Promotion System,”
standardizing the promotion and demotion
standards for various positions and clearly stating
the job development path and standards. In
addition, the Group has also established a strict
assessment system. Employee promotion and salary
adjustments are entirely based on whether they
comply with the Group’s corporate culture values
and their personal work performance and job
performance.
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We value the contributions of our existing
employees and actively promote employee retention
programs from multiple aspects. For example, we
commend employees who have been with us for
more than ten years, implement core employee
retention plans, include outstanding employees in
talent reserve plans, and recognize their
engineering capabilities, increasing their sense of
belonging and effectively reserving high-quality
talents. Through continuous efforts, we have
successfully become an industry leader with an
average of 6.1 service years for beauty
professionals. The annual retention rate of
professional service personnel has also reached
74%, making us one of the few companies with
the highest retention rate in the industry.

Outstanding Employee Sharing
BEEIXEFIE
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Ms. Zhang Xiugin, the Operations Director of the Southern Region for the Traditional Beauty Services
Business of Beauty Farm, was one of the first batch of students at Beauty Farm School after its
establishment. She started as a beauty therapist and through her own years of continuous efforts while
supported by the Group’s talent development path, she was promoted to customer manager, technical
supervisor, store director, regional manager, and finally to her current position as the Operations Director
for the Southern Region, managing a team of over 700 people and achieving an annual revenue target of

nearly 400 million yuan.
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8.5.2. Employee Training 8.5.2. BT #3

The Group’s comprehensive training system ensures
that both the management team and frontline
employees have sufficient talent reserves to match
the Group’s future development plans. We believe
that highly professional service personnel are the
foundation for ensuring service stability. Only by
guaranteeing highly standardized services can we
better serve our customers. To ensure the
systematicity and effectiveness of training content
and reflect the brand concept of Beauty Farm, the
Group has formulated the “Employee Education
and Training System” which includes the “Training
Department Regulations” and “Class Teacher Work
Manual” for technical and sales positions,
comprehensively listing the assigned learning tasks
and course content and completing on-the-job
training and learning requirements in a systematic
manner.

We provide customized training for different
positions and implement key learning projects to
support employees at different levels and positions
in realizing skill improvement and achieving their
career goals. For example, the training content for
store directors includes business management,
customer management, and organizational
management, while technical supervisors need to
learn technical skills, teaching skills, and store
management skills, and so on. Different assessment
modes are also set up, including online experience
sharing and theoretical exams, as well as offline
work plan reports, store practical assessments, and
inspections, to ensure that students fully master
theoretical skills and apply in their daily work.
Considering that each position has unique
professional and skill requirements, Beauty Farm
also provides professional training on products,
instruments, and operating techniques. For
example, we offer various online courses such as
the “White Moonlight” series and the “Aurora
Needle” online operation learning. In addition, to
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ensure the quality control management of our
stores, we have set up related courses, such as
online learning and oral exams for enterprise
culture and customer orientation (2023 quality
control service process course upgrade). We also
provide corresponding training for different
promotion activities and plans, such as the
anniversary marketing activity plan and Christmas
marketing activity plan, to ensure that activities are
carried out in an orderly manner. In 2022, Beauty
Farm held a total of 358 training courses, including
external training, internal training, and training
from suppliers, with a total of 5,216 employees
from different levels receiving training, and the
total training hours amounted to 13,299. The
average training time for female employees is 2.52
hours, while for male employees, it is 3.07 hours.

Percentage of Training by Levels
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To help employees achieve their learning and
development goals, form talent pools, and improve
the organization’s sustainable operational
capabilities, the Group is also committed to
providing rich learning resources and channels.
Since its establishment, Beauty Farm Training
Centers has provided over 13,000 courses and was
awarded the “Digital Learning Project Innovation
Award” by CEIBS Digital in 2020. Through logging
into the online college, employees can improve
their leadership skills from three dimensions:
self-management, managing others, and managing
work anytime and anywhere. In addition, Beauty
Farm University has developed three offline
leadership courses, including structured thinking,
PDCA, and problem analysis and resolution. The
support of resources and paths also needs to be
combined with a hybrid flexible on-the-job learning
approach. For key positions, such as management,
the Group provides a mentorship system to help
employees learn on the job and perfectly replicate
the organization’s successful experiences. Under a
strong training system, we have established a
stable, highly skilled, and professional service team.

During the outbreak of the epidemic, we were
unable to provide offline training as scheduled.
However, we demonstrated the Group’s resiliency
by actively implementing an online training plan,
allowing our therapists to participate in training
courses at home. We also introduced
technology-enabled solutions, such as Al tools to
simulate offline training scenarios. Through this
technology-enabled tool, we can provide the
required training and evaluation in a timely
manner, and better prepare for the repeated
epidemic.
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Case Study (1) — OMO Learning Projects
=p6l(1) — OMOEEIEHR

The Beauty Farm Empowerment Center of the Group has established the OMO learning project with the
central concept of “digitalization, precision enhancement, and experience extraction”, providing
corresponding learning projects for three core positions: customer managers, beauty therapists, and chief
diagnosticians to improve their specialized performance indicators. The OMO team actively explores digital
learning technologies, shortening the learning time of complex projects by nearly 1/2 through Al training
and interactive micro-course teaching, while ensuring that the pass rate of learners remains unchanged,
reducing training costs by about 20% for the organization. In the process of developing more than 50
experience-based courses, the team has explored a set of eight-step methodologies applicable to talent
replication for the organization, and has so far extracted and retained 30 valuable experiences from the
front line for the organization through this methodology. The OMO team has also won recognition for
digital talent development awards in the industry.

SErEAEEPOUEFE  BEREA  EREFRI /T OESHRXOMOBEIER - R3MEZ ML -
BEPEIR  EEMMEZRMUEENZEEANRAZTEEERES -OMOEREBBEREZR T LEER
fiy - WBAGIER  BEHURHE  AREFSEERBBENENBERT @ fEREMERESZERRAE1E
R EE IR AR (R 4920% © BRSO+ BREREMNBEFR - RESKRE —EBARATIE
BEN\FHER > BIEE R OMOEBBBEE T AR REMERURE T30HRE —RN2ELR -
W IR IITE N E A S B RIARA -

Help 717 beauty therapists improve their skills and
language proficiency in the Venus body project,
and promote the growth of body care
performance.

HEN717 B REDE IR 44 T 5 3878 B MO RRRsiR A
HEEMTRT - BN SRR ERMTER

All customer managers of our direct and franchise
stores have completed the learning of product
knowledge and sales process for our new product,
which has helped the Group achieve a sales
performance of 35 million for the strategic new
product Si53.

B2 ELN B 100 % % 5 4532 55 5 R G 0 2E m AN AR
RETERERE - B) & EE R R RSI53
HETE3,5008 %4 -

Help 462 customer managers of our direct and
franchise stores improve their recruitment skills,
enhance the conversion rate of walk-in customers
by 10%, and improve the visit frequency and
medical aesthetics consultation rate of exclusive
members.

—(EAEB={ERE - HBELNERA627 T K2
I T AFTHRRE - IRABREE(EE10% - IBAT
EEEEMFEARNEBERDE -

In the shortest possible time, 60 medical aesthetics
chief diagnosticians and outpatient directors
completed the training for a new product and
achieved an excess sales target of 2.78 million for
the new product.

60% B F 2 HEMD FEERKERHA TR M
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Case Study (2) — Beauty therapists “online teacher” learning project
ROIQ) — ZEMIRLEMI2HER

Through replicating the teaching experience of excellent teachers and supervisors, we have created a
teaching manual and established a learning map for beauty therapists, which can achieve rapid
empowerment of store supervisors’ teaching ability, reduce teaching pressure, and quickly train new
supervisors. At the same time, the establishment of the job map allows beauty therapists to have a clear
learning path and development direction. We first clarify the student profile, conduct a comprehensive
analysis of students based on five guiding principles: basic reception, key project operations, nursing
amount, nursing satisfaction, and service satisfaction. Then, using a progressive approach, we train new
staff to achieve job competency at different stages. The “online teacher” learning program has
successfully achieved 100% regional coverage, covering 18 regions with a focus on Shanghai, Beijing,
Shenzhen, Wuhan, and Chongging, and covering 440 new beauty therapists throughout the year.
HEBRBERERZM BEENTHRERELEHTM  BYERMNERNSEIE - 3502 R
BEFIEBRIRTEHBE ) - MBS HE S - ARt R RIEENEE LM - AR - BAMMEENRIthEE
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EEEIEMEN [E LM B2EEENIEI100% RBEER  BE1SEMEILIA LG bR R
N-E - - EEREHMT  2FEBEIOMITEEAM -
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We are committed to training beauty therapists in
our beauty service stores through structured
professional training. The Beauty Farm University
has established two teaching institutions in
Shanghai and Wuhan, with qualifications for
assessing junior, intermediate, and senior beauty
therapists, and is open to both internal and
external employees of the company. Each year, we
output a large number of professional talents to
promote the industry’s level of expertise, with a
total of 3,863 people trained in 2022. Employees
are required to participate in uniform training at
the Beauty Farm Training Centre before taking up
their positions, and participate in another training
session at the centre before promotion, to learn
standardized processes and service quality
awareness. After completing the training,
employees will receive technical certification. To
ensure the quality and consistency of the entire
service network, we also provide the same training
to employees of our franchise stores. In addition,
we occasionally provide training for a small number
of personnel outside the service network.
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The Beauty Farm University guarantees a high
degree of unity in teaching quality and content,
constantly leading the development of the beauty
industry, enhancing the professional skills of beauty
practitioners, and helping more talents become
“Promoters of Beauty and Health”.

XEHECEARREHNZEE
MARHEELR— » TE5IExE
BITERER  BAXBTUEEN
BERE BWABZATRABIE
HEEFEMBNE] -

Beauty Farm University awarding high recognition
TERBRESERT

At the 2019 China Best Corporate Universities Awards ceremony hosted by the Shanghai Jiaotong
University Overseas Education College, the Beauty Farm University stood out among 177 competing
corporate universities through rigorous assessment, and won two awards: “Most Growing Corporate
University of the Year” and “Best Learning Program for Chinese Companies of the Year”.

EEEBREEIMBELERFRA209FEFERECERNBHTERET  ZBAECEANSZ2AB
BIEER BI1TTRBFEEASHRENL  KEFEZARRECERZ | MHECERERZES

BHIAE IWMIBAAE -

Beauty Farm Training Awards

The 4th Yuntu
Award — Talent
Development
Benchmark — Gold

The 4th Yuntu
Award — Value
Creation Benchmark
— Excellence Award

Award
ZE
BMEEERATRR
BiRe® 8
Institute of Institute of
Organization and Organization and
Talent Development Talent Development

AEEAT ERIRR ABEATHRMER

EEMERERIZ LR

Digital Skills Series
Competition the 2nd
Enterprise Online
Learning Project
Competition —
Outstanding
Achievement Award

Top Corporation
Digital Business
School Digital
Learning Project

Innovation Award
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SUSTAINABLE SUPPLY CHAIN

Supplier Distribution

B BE A0 R I
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9.1.

Supply Chain Management

The group has established management methods such as
the “Supplier Admission System” and “Procurement
Management System”, and has built a full life cycle
management process for various suppliers from
procurement, payment, acceptance to exit. We
continuously assess and evaluate the software and
hardware facilities and operational capabilities of
suppliers. We mainly seek suitable suppliers through
conference exhibitions, supplier self-recommendation,
online sourcing, and industry promotion meetings
organized by government departments. Before hiring
suppliers or service providers, we require them to provide
data on the products and services/solutions provided by
the suppliers and require them to fill in the “Supplier
Basic Information Form” for preliminary evaluation by the
supply chain department. We may also require more data
or search for more information in public information or
through the national information disclosure system or the
Internet to identify warning signs, including investigating
whether the supplier has any non-compliance with
environmental and labor regulations or fraudulent
behavior. We also require suppliers to provide samples,
which will be tested by multiple departments of the
group to ensure that the products meet national
standards and requirements (such as GMP, GDP, FDA). In
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addition, we will conduct on-site inspections of suppliers
according to actual needs to ensure the authenticity of
the data in the early stage. Inspection personnel will also
inspect the supplier's company environment to confirm
whether there are any non-compliance issues as
mentioned above. Finally, the decision to hire a supplier
is made by personnel of different levels after
consideration or approval, to ensure checks and balances
before entering the group’s “Qualified Supplier List.” All
qualified suppliers are required to sign a clean
cooperation agreement to build a clean supply chain.

The supply chain department also continuously monitors
suppliers for product quality, delivery time, daily
cooperation, and other serious abnormal situations (such
as fraud during cooperation, negative exposure in the
industry or various news media). After approval by the
procurement committee, the supplier's qualification will
be cancelled and listed in the “Unqualified Supplier List”.
Such suppliers will no longer be subject to subsequent
evaluations, achieving a survival of the fittest among
suppliers and continuously optimizing the supplier
structure. For the top 10 suppliers in terms of annual
procurement volume, the supply chain department
conducts an annual supplier evaluation. The evaluation
criteria include not only commercial and quality content
but also ESG indicators such as labor standards, business
ethics, environmental protection, health and safety, and
lawful operations, to ensure that all suppliers comply with
the Group’s sustainable development policy.
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During the reporting period, the group had a total of
148 suppliers and 10 suppliers who passed the admission
and annual evaluation process mentioned above, and 5
suppliers were disqualified because they did not meet the
group’s supplier standards. The group mainly sources
from domestic suppliers, with others coming from
Germany, Switzerland, the United States, Japan, and
South Korea. As some imported equipment and products
are purchased from domestic agents, they are classified as
domestic suppliers. No suppliers were found to have
violated the group’s ESG supplier indicators.

We believe that the sustainable development of the
Group cannot be achieved without the participation of
our suppliers. As more than 90% of the products and
equipment provided to our customers are imported,
reducing greenhouse gas emissions in the group’s supply
chain is a key area where we need to continue to work
with our suppliers. The waste packaging generated from
beauty products is also an important factor that affects
the sustainability of the Group’s development. The Group
has always attached great importance to the healthy
development of the supply chain and insists on building a
competitive supply chain assurance system. While
enhancing its own environmental, social, and governance
capabilities, the Group also drives the sustainable
development of its suppliers and promotes cooperation
and win-win outcomes. In the future, the Group will
continue to communicate with suppliers on the above
issues. We will effectively integrate supply chain resources
and deepen cooperation with upstream suppliers,
especially international leading suppliers and brands. We
hope to work with our suppliers towards a common goal
and minimize the impact of both parties on the
environment.

B Ag LR oh
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10. SERVING WITH HEART

10.1.Product and Service Standardization

We rely on standardized operations to ensure the
consistency of service quality and overall customer
experience in our nationwide store network. We have
established a comprehensive set of standards and rules
that cover key aspects of store operations, including
inventory management, service preparation, store hygiene,
service processes, staff conduct, and staff training plans.
For example, beauty therapists and doctors must follow
standardized procedures to ensure that service
procedures, displays, quality, and hygiene meet our
standards. As a result, customers can enjoy consistently
high-quality services at any of our network stores.
Standardized operations also enable us to efficiently share
knowledge and promote best practices when opening
new stores. The Group strictly complies with the relevant
laws and regulations on product liability that have a
significant impact on us, including the “Law of the
People’s Republic of China on Product Quality”, “Law of
the People’s Republic of China on the Protection of
Consumer Rights and Interests”, “Tort Liability Law of the
People’s Republic of China”, “Regulations on the
Administration of Medical Aesthetic Services” and “Notice
on Further Strengthening the Comprehensive Supervision
and Law Enforcement of Medical Aesthetic Services”.
During the reporting period, the group did not violate
any laws and regulations related to product responsibility.
We did not have any incidents of product recalls for sold
products.
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10.1.1. Management on New Product Quality

The procurement department of our supply chain
has also invested a lot of effort in project sourcing.
We participate in 3 to 5 international professional
exhibitions every year to accumulate and develop
supplier resources, which provides strong support
for the company’s strategic advancement. Over the
past 20 years, the Group has accumulated nearly
200 high-quality suppliers worldwide, mainly
distributed in developed countries such as
Germany, Switzerland, the United States, Canada,
South Korea, and Japan. Leveraging the continuous
R&D capabilities of our suppliers, Beauty Farm
maintains sustainable competitiveness in the
skincare market. The Group has always insisted on
selecting high-quality suppliers strictly and
controlling the entire product lifecycle. Therefore,
we have never had a product recall incident and
have not yet established any relevant recall
procedures.

To ensure that new products and projects meet
market demand, the Group has established a
rigorous and standardized new product launch
process, conducting reviews and controls at various
stages of the project to truly achieve “full lifecycle”
management. This has greatly improved the success
rate of projects, enabling seamless management of
the entire process from technology project
incubation, project approval, and market launch.

The technical team conducts a feasibility study of
projects, including technical evaluation, project
features, and supplier qualifications. The supply

10.1.1.

A dedicated project manager follows up on the
detailed execution of the project, controls the
project timeline, communicates with various

chain and finance teams conduct cost estimation,
capacity and sales estimation. The evaluation is
carried out by the review committee and financial
experts.
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departments in a timely manner to resolve any
issues that arise, and ensures the timeliness and
accuracy of project launch and delivery.
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Collect customer feedback on new technologies,
regularly review and discuss the next development
direction, conduct secondary innovation on
projects, and provide customers with more diverse
experiential feelings.
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10.1.2. Store Operation 10.1.2. PIEiEE

We believe that establishing a service quality
assurance system to ensure the provision of
professional and high-quality services is the basic
logic for achieving customer value proposition. We
have established over 100 key operational
indicators and standards that cover all aspects of
store operations. Through strict quality control and
periodic special inspections, we ensure standardized
operations for all stores. The Group has established
a professional quality control department, which
ensures the quality of both hardware and software
services through store self-inspection (first-level
self-check), on-site random inspections by the
professional quality control department
(second-level inspection), and third-party research
company inspections or secret visits (third-level
supervision). This ensures stable and high-quality
service capabilities.

Beauty Farm adheres to a customer-centric
approach and emphasizes “excellent service with
sensitivity and warmth above standard procedures”.
In addition to reflecting Beauty Farm's standard
service process, we encourage employees to
provide personalized services based on
customization and without violating company rules
and regulations, embodying true “artisanal service".
To this end, we have established a “Beauty Farm
Artisanal Service Process”, which details the
behavioural requirements for the entire process of
serving new customers and members, and provides
key reference phrases.
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Professional Consultation

REERZSE

Understand the customer's skin condition,
care history, and specific skin concerns, and
conduct a skin test.
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Systematic Operation

RERME

Proactively understand the customer's
needs, explain to the customer the steps and
characteristics of the products and
equipment used in the operation

JEMREERES - TR AR

Preparation
WA
Proactively understand the customer's
needs, explain the steps of the operation
and the characteristics and effects of the
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Preparation for Treatment
=

Introduce the beauty/fitness therapist to the
customer, assist the customer in changing
clothes, and explain the usage of different

Recommendation

WIEES

Use a hand-held mirror to guide the
customer to observe and confirm the care
effect, invite the customer for the next

products and equipment used.
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To respond to the COVID-19 pandemic, we have
raised the hygiene and safety standards of our
stores to the highest strategic level through unified
organization and proactive response. We have
developed an upgraded version of the “Store
Hygiene and Disinfection Process During the
COVID-19 Pandemic” to strengthen the standard of
item disinfection and personnel protection
requirements. We strictly enforce more than 130
quality control standards, from space disinfection to
customer supplies, ensuring that all items are
disinfected and replaced for each customer and
adopting multiple classification disinfection methods
to minimize the impact of the pandemic on store
operations and create a safe service environment
for our customers. We have implemented relevant
epidemic prevention measures comprehensively for
employees, stores, and customers, focusing on
“Naturally Busy”, “Naturally Detail-oriented”, and
“Naturally Beautiful” themes. In addition, we have
leveraged technology to add an epidemic
prevention and disinfection section to the Beauty
Farm mini-program, ensuring full control of store
disinfection and personnel health information
through various channels in real-time. We aim to
provide customers with a more exclusive and
reassuring beauty experience.

hangers and beauty gowns.
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treatment, and remind them of the
post-treatment precautions.
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10.1.3. Professional Service Team

The qualifications and professional knowledge of
our service staff are crucial to our competitiveness
and long-term success. We require that all doctors
and nurses be registered in accordance with the
relevant regulations of China’s healthcare
administration, including the “Law of the People’s
Republic of China on Licensed Physicians”, the
“law of the People’s Republic of China on
Physicians”, the “Nurse Regulations,” and so on.
We closely monitor the registration and licensing
records to ensure that all doctors and nurses in the
Group comply with all applicable regulations and
laws of China. During this reporting period, all
doctors and nurses have obtained the necessary
qualifications and registered with the local
authorities in accordance with applicable laws and
regulations. According to applicable laws and
regulations in China, aestheticians trained by us do
not need to obtain licenses or registration, but we
provide training for all aestheticians and require
them to pass our internal evaluation before starting
work.
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We firmly believe that service quality is built on
professional training. Beauty Farm has established
professional schools with vocational education
qualifications in Shanghai, Wuhan, and other places
to meet the professional training needs of internal
employees throughout the year. The school has 33
senior training teachers and has been commended
and awarded by the government on several
occasions. Beauty therapists working in stores have
undergone three years of formal training in beauty
and intensive training for 3-6 months before going
on duty. To standardize the operational process
and ensure the consistency of service quality, the
group has established the “Aesthetician Training
Manual,” which integrates basic skin knowledge,
standard store reception service process, and a
series of treatment setting principles and special
product introductions, such as “Daniejia
Professional Beauty Care,” “SPM Firming and
Sculpting Care,” and “Cellular Positive Energy
Care.” This ensures that aestheticians are familiar
with each product and service, professionally solve
customers’ care needs, confidently answer customer
questions, and demonstrate our professionalism.

To ensure the standardization, continuity, and
stability of technical standards in each branch,
Beauty Farm uses a three-level technical supervision
mechanism: the first level is a professional technical
supervision team consisting of German and Chinese
experts who have been engaged in professional
beauty care for a long time; the second level is the
technical supervision center of the Chinese
headquarters; the third level is the technical
supervision of stores that have undergone
professional training in Germany. At the same time,
the company’s quality inspection department
arranges beauty lecturers to visit stores across the
country to inspect the work of beauty therapists on
a regular basis to ensure the professionalism of
services.
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10.1.4. Management on Franchised Stores 10.1.4. MNEBJEE 1R

The group has introduced the franchise model for
more than 15 years, combining the advantages of
the franchise model with the existing strengths of
the direct store model, greatly increasing our
customer coverage. As of the end of this reporting
period, the group has a total of 189
franchise-operated stores in multiple cities, with
strict selection criteria for franchisees. All of our
franchisees have highly matched brand positioning
and play a synergistic role in our target markets
geographically, using the same operating system as
our direct stores. Through strict selection, strong
supervision, and continuous training of franchise
stores, we achieve consistent high-quality service
operations nationwide, not only reducing risks but
also safeguarding customer rights. To avoid market
cannibalization, we generally do not authorize
franchise stores in cities where we have direct
stores for our Beauty Farm network, nor do we
usually open direct stores in cities where we have
franchise stores.
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Key measures for managing franchised stores

MEEEEEEHEE

Selection of franchisees

PKIEMBER

Training and integration
Al EBE

Review of operating
performance
BELELRR

Platform system

Operation of the
franchised stores
hNERJE 838 &

Procurement

Rig

Ongoing quality control
and supervision

SELEEHREE

We conduct background search and interview on our franchisees and carefully
select our franchisees based on a number of criteria, including, among other
things, their financial conditions; commitment to our corporate philosophy
and brand concept; personal involvement in the operation of franchised store;
relevant experience; and local knowledge and resources.

B MBERETEAEREREGH  WREE TREREIENERD - B
RELE HRBARR  HRMANCER SRS e A e EMEE
MEE  HELREEHANBELEIR -

The employees working at our franchised stores are required to receive
technical training from us and meet our requirements through the same
training we provide for our direct stores. We reserve the right to retrain such
unqualified employee.

FEMBEETENE TARXHMOEMEIN - YRBRMAEEERHINA
FE A R B PIR E5k - BAVRE BIFIARAERE LAER -

We set certain franchisees’ sales target indicators or reference factors for
incentive measures such as average monthly product order and turnover, and
review such operating data of our franchised stores through our platform
system regularly.

BMREETMAENEE B REHIABDERN2ZERRZ  WEATHE
mAEREEE TRATAREAMTHEENBENEHELHE -

We set certain franchisees’ sales target indicators or reference factors for
incentive measures such as average monthly product order and turnover, and
review such operating data of our franchised stores through our platform
system regularly.

MBEREERR—NFEFEES REDEBOH—BUPREER  ZFRHE
BMEREEMBENEBRR FEKEREFPEE -

The franchisees should follow our operational, service safety and quality
control standards. We also provide guide prices which are unified with direct
stores.

MBHEBREES REL2LESERRE - ZMTRAERELER -6
EEBERE-

The franchisees are required to purchase all products, equipment and
consumables from us or suppliers designated by us.
MEEAERMBMXRMEENHERNEEMEER  REKEAM -

We conduct regular site visits to our franchised stores and request periodic
reports from our franchisees to ensure their operation meets our standards.
BMEPNEMERMANL  WEKINBEHTEHRERRS  WBRINBEES
FaRMOITLE -
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10.1.5.

etk

To ensure full control of service quality and
maintain brand reputation, we also require all
franchisees to sign a “Franchise Admission
Commitment Letter” and a “Franchise Agreement”,
committing to providing truthful and valid
application data. The Group has also developed a
“Franchise Store Project Quality Control System” to
strengthen the standardization of the design of
franchise store decoration projects, ensuring that
the design, decoration style, and layout of Beauty
Farm franchise stores are consistent with the
requirements of the Group’s style.

Supporting Standardization with Digitalization

We believe that establishing a service quality
assurance system to ensure the provision of
professional and high-quality services is the basic
logic for achieving customer value proposition.
Through platform-based management, we
comprehensively integrate data information, create
comprehensive customer labels, establish a mobile
evaluation system, and achieve brand synergy,
ensuring that unified operation and service
standards are implemented in both
company-owned and franchised stores. Our digital
platform is supported by standardized operating
procedures and digital infrastructure, covering strict
quality control, training systems, and supply chain
management. The standardization and digitization
of our business platform provide us with scale
advantages in all aspects of our operations.

Regional development model
EEBRER

Providing in-depth analysis for the group’s
acquisition strategy, including analyzing
indicators such as the purchasing power of
members, the number of members to be
acquired, and the personnel service capabilities of
the acquisition targets.
AEEYBERRBUWRENN - STEEREEE
BEGENHEED  BEDRNEE AL - WER
B ABIRIEEE NS -

Store operation support model

FIEEE ST A

Establishing a comprehensive customer label
system, integrating and sharing information
across different brands, directly operated stores,
and franchised stores to achieve efficient synergy
and improve the quality of service, enhancing our
ability to provide excellent customer exper\ence
RYZEEFEE & E3
BHRAR@E Ez’)ﬁﬁiﬂﬂaﬁEZFﬁE’meﬁmnﬂ
WE - RASERRY - HERMR‘ERES
BBEREAE S -
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Client Analysis Model
BEFE AR

Promoting customer lifecycle management by
utilizing data mining and data analysis methods
to obtain valuable customer data, to understand
their transaction patterns, consumption habits,
and customer value.
ﬁ'iﬁ%ﬁiﬁé)ﬂ%ﬁ%@ R BUR ) R R B
DIEEBRBER PR WERAZSHER -
HEBEREPEE-

Employee Development Model
BTHEER

Tracking employee career development and
helping front-line employees improve their
performance. For example, automatically
recording the training programs and seminars
that employees attend, as well as their service
time, and positively recognizing employees’
talents through comprehensive analysis of
customer feedback.

BHEE TOBE - WRBIATRE TRARSR -
Bl - B Ehas 2MeEIIEE R E
BTMRBER - RBRHESREELOR
ADW - BEEEBIHARE -
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The digital platform has significantly improved the
Group’s customer relationship management system.
As of the end of this reporting period, we have
accumulated a large amount of customer data
through the customer relationship management
system, including 96 customer labels, which can
effectively meet customers’ existing needs while
further exploring and satisfying their potential
needs. For example, we have digitized and
systematized customers’ in-depth information,
including service needs, consumption trajectories,
and behavioural preferences, enabling us to
continuously interact with customers and better
understand their other personalized needs in beauty
and health management services. This prompts us
to provide services based on customer needs and
improve service quality.

In the future, the Group will also actively invest
more resources to optimize information systems and
carry out information interconnection construction
based on the combination of external procurement
and self-information system development, reaching
the advanced level of domestic consumer industries.
We will build the information system as the digital
nervous system of the enterprise, supporting and
monitoring the Group’s business operations through
the digital nervous system, and building the entire
company into an organism that can quickly respond
to changes.
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10.1.6. Diverse Product Choice 10.1.6. ZI{L W E RiEE

The Group is committed to the research and
development of aesthetic and medical services to
create its own core competitiveness. Regarding
aesthetics, Beauty Farm has accumulated its unique
skincare philosophy, the “Periodic Table of
Elements,” through years of summarizing successful
project experience and analyzing tens of thousands
of skin cases. It finely classifies different indications
of Asian skin, matches corresponding nursing
solutions, and continuously fills gaps, becoming an
important guideline for Beauty Farm to investigate
and introduce technology, truly achieving precise
customer service with exquisite technology.

Beauty Farm also continuously develops more than
30 proprietary brand products, covering all
categories of facial skincare, body health, and hair
care. We have multiple unique formulas and
product appearance patents while maintaining a
sensitive market sense, continuously introducing the
latest skincare technology and raw materials to
bring customers more precise, effective, and
professional skincare products. This further meets
the high-quality home care needs and
demonstrates Beauty Farm’s determination and
ability in proprietary brand research and
development, creating its own high-end product
brand.

The group is also committed to meeting the
ever-changing needs of customers throughout their
lifecycle. Our beauty and health management
service offerings cover aesthetic medical services as
well as subhealth assessment and intervention
services that are all personalized to serve our
clients’ health and beauty desire. We first gain
client trust from traditional beauty services, and
then extend to more sophisticated services such as
aesthetic medical services and subhealth assessment
and intervention services. Our industry insight
enables us to maintain a strong attachment with
our clients, which has helped us to develop and
discover additional demands in beauty and health
management service industry, enables us to provide
services based on our clients’ demands, and further
helps us retain clients and increase client spending.
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*  Subhealth intervention: liver detoxification, gastrointestinal
environment repair, etc.
TRETR: FRES  BEREEs

H Basic facial and body care: moisturzing deep cleansing body 1
massage, etc ettt el el oyl fonfenfitds sttt >
! EFESREMED : 78 REEE - FREES i , N
: 1 1 Higher demand for skin maintenance: skin lfting and firming, 1
K I, et
1 [Defects removalland sk texture improvementlono 1 ! EREERR LA - AT RS - RS !
1 rejuvenation, acid resurfacing, laser treatments, etc. 1 1 1
1 ERERNENE |k THE - RERE  BOUARS 1 I« Higher demand for skin rejuvenation: collagen stimulating e >
injection, etc
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10.1.7. Promoting Continuous Product Innovation 10.1.7. #EE E R EFEAIH

We understand that Beauty Farm operates in an BMPAREBERE SRR
industry driven by rapid technological advancement. MELSERENITE - RRIFEH
To maintain our competitiveness, we will introduce K5 7 - BN B1 Bl R i
innovative technologies, promote innovative product 1y~ R E M A R EE
development, and cooperate with other institutions MEEEIE  BREFHMRER
to better meet customer needs. Under the group, FHEX - SEBATHFATE
CellCare continuously improves and expands its THEERER HE@FE -
product management, new product development, EmXNEE T ER#E N A
and product delivery quality. In the entire year of oo BE002FE - FoiE
2022, CellCare has developed and launched a total e F T ASTEE MM 0 W
of 8 new medical aesthetic products and holds 5 BAESIERRBEERNAEHRSE
national medical utility model invention patents. At F o [EIRF - 278 B R B H i 2 A
the same time, 2 national medical technology BNEEARHERREE - 2188
invention patents have entered the public AT IE R R B A R -
examination stage, and 2 self-developed
technologies are in the patent application stage.

Improving and resolving
facial skin tone issues
AR ER S R

Improving and adjusting the
rejuvenation of the perioral
area of the face
BENAREBOBFE

Improving and resolving facial
sagging and drooping issues
HE TR E RPFRE T ERIRE

Through self-developed
technology and innovative
operating methods, solving
and improving eye bag
problems

BB A W - AR
TE - BRRBERERE
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The group will continue to focus on innovation,
professional enhancement, and customer needs in
all aspects of product and service safety, comfort,
and satisfaction. We will refine and scientifically
manage product technology levels and marketing
levels around the “Small Changes, Big Differences”
dual beauty model. We expect to develop and
launch 13 new products in 2023, including the
“"SWAN" series of products that improve and treat
neck complexion and skin rejuvenation, the “Vitality
Muscle” series of photoelectric energy products
that improve and treat facial skin inflammation, the
“Comfort Skin Muscle” series of mesodermal
injection products and the non-invasive lifting
product “Golden Ultrasound Cannon” that
improves and solves the problem of facial
relaxation. We will also apply for no less than 7
national invention patents for our self-developed
medical technology and products, further building a
professional barrier for Beauty Farm’s medical
aesthetic products.

We value establishing long-term and good
cooperative research relationships with qualified
industry upstream vendors, research units, and
organizations that provide professional medical
technology and equipment services. In July 2022,
Beauty Farm’s CellCare established a “Super
Alliance” cooperative relationship with global
medical aesthetic biopharmaceutical company
Allergan. During the first Super Brand Day event,
we won the title of “Go with Allergan” Brand
Award. In October 2022, we reached a strategic
cooperation with Imeik Technology Development,
the second-largest hyaluronic acid skin filler supplier
in China. Our product development center quickly
formed a technical research partnership with Imeik’s
R&D team. On the product side, we established a
standard item classification management system,
and on the technology side, we further enriched
and improved multiple medical service technologies
that have industry differentiation through mutual
sharing of technical resources. We also initiated
collaborative R&D of multiple new products and
treatment services based on this partnership.
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10.1.8. Caring Customer Services

We establish friendly relationships with different
types of customers through various methods to
ensure continuous and effective communication,
and to gain a deeper understanding of customers
and obtain more valuable customer information
while conveying brand values. We obtain customer
information through customer profiles and daily
communication, providing personalized and
customized services to our customers based on
regional differences, age, and different needs. We
also establish clear guidelines and require beauty
therapists and customer managers to fill in
“Customer Care Logs” after each service to identify
customers’ personalized service needs and
preferences and to communicate regularly with
customers. We make personalized service
preparations before customers arrive, create warm
services to meet and exceed expectations, and strive
to build long-term relationships with customers. In
addition, the group maintains interaction with
customers through regular phone calls, WeChat,
mini-programs, and other channels, increasing
communication opportunities with customers and
providing guidance on skin management methods
for customers of different regions and ages in
different seasons. We strive helping customers
better manage and care for their skin by providing
targeted nursing project introductions.

In response to the needs of different customer
groups, we actively monitor industry trends and
understand the latest customer needs through our
research and development of products to enrich our
service capabilities, so as to better provide
customers with considerate services and create
synergies with existing services.
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Case Study — Empowering Women'’s Vitality with Technology
RO — B EELMESD

Beauty Farm’s health and medical brand, Neology, officially established a Special Care Center for Women
in 2022 and established the “Fudan-Jinbo Functional Protein Education Base.” By integrating international
advanced technology, we have launched new products that contribute to women’s reproductive health,
raising awareness and preventing gynecological diseases, and providing overall reproductive health care for
women, building a personalized health management system for women. Ultimately, our goal is to activate
women’s vitality from the source and improve their quality of life.

ERHEETREERME — FREE  R2022F EXRZ LM REHL > WRETTER - RKIheEE
BHEEEN]  BEBRAEKRAENE  HEAPRAMEERENNER  ReXEEEREER 18

RITERTEREAR - A ERNETEREEN B2 AL CRREERR - SRBRLRERILM

EaE N ERRAEERENEN -

We understand that the Group’s marketing strategy
needs in responding to the changing consumption
patterns of our customers, especially with the trend
of younger consumers. To keep up with this trend,
we continue to optimize our brand marketing to
appeal to younger audiences. We have increased
our online innovation and launched various online
interactive activities such as live streaming and store
exploration to expand our marketing channels and
methods. To provide customers with more
convenient services, we launched the Beauty Farm
mini program in early 2020, which has expanded
from online reservations to include information
releases, marketing activities, experiential live
broadcasts, online shopping malls, online customer
service, and other online business scenarios. This
has enabled customers to complete the entire
online reservation and consumption process,
making it easier for consumers to access
information about Beauty Farm’s services. We
understand that consumer demographics are
changing, and our marketing strategy must
continue to evolve to meet their needs.
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Customers can check store reservation status and book appointments with their preferred
beauty therapists anytime and anywhere using our online reservation system. They can
select nearby stores and their desired beauty therapists for appointments through this
convenient and hassle-free booking system.

B BBTAAEREEMENRE RIS TAOBR - BEf B U TP IS A R O 3R

EEAMEITIRL

By keeping track of the customer's consumption history, our customer managers can HBEE
gain a more accurate understanding of their needs and preferences, and provide

personalized and considerate services.

%g%ﬂﬁiﬁ%lﬁi EEPEEERETREFHBRAEL - REEMLOL ¥
e Lo

Through our online shopping mall, consumers can easily view product or service

Real time promotion of discounts and event information through the online channels, [ Ear

- information and participate in online marketing activities.

] BBR LAY HEEINERRNEEERIIRREE R EAEREHED -

providing timely information and enhancing customer participation rate in our events

EREFEXEEMEDER  RRFF2EX  BEMUNETEHED -

Our Beauty Farm mini-program offers other
features to provide customers with more
convenient services, such as checking membership
benefits, transferring memberships to another
preferred store, redeeming promotional codes,
providing feedback, etc.

My appointment My order
BEVTER HEVETE

Wy =

Membership transfer Feedback and suggestions
BEHEg g

BPMEERE N EFERAH
IR R T P RE BRI EE N
R PIMEEEBREN  KE
REBES—ZXBEFE ik
R REBERES -

= e

Purchase history Discount redemption
HEBESE BEHn
Qﬂ [m
N L]
Award record Contact customer service

A8 ER BBEER
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Case Study — Customer Experience Project

Rfl —EFBRREERBFE

Recently, we launched the “Chief Tasting Officer” recruitment campaign to establish better interactive
connections with our customers and listen to their feedback in order to provide the best possible services.
The program involves regular interviews with our target customers, creating a strong bond between our
brand and our customers. It also aims to support the continuous iteration of our product care services.
We have selected customer experience officers based on different factors such as their spending power,
frequency, business structure, tenure, age, and occupation, to ensure that we can cover different
customer groups from all walks of life. Through the Chief Tasting Officer program, we hope to gain
valuable insights into our customers’ needs and provide them with even better services and experiences.
TE - BRMFART I EEGREMIBEEY  EEEEFREEECMEVIDHE  BIETHLE B
RUBRBHEES - BERBGTEREFPNTHIHMESY  BEUmBNERPNER RS EXHEM
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To participate in the program, the customer experience officer is required to have at least 2 interactions
with the brand throughout the year, including offline interviews with our senior executives and insights
team, participating in brand surveys, and sharing their feedback after experiencing new products or
services. In return, the customer experience officer will receive two free trials of new products or services
per year (including medical aesthetics, anti-aging treatments, etc.), priority purchase privileges for new
products or services, and the opportunity to participate in one brand event per year. The program has
successfully recruited over 150 chief tasting officers to participate in various brand interactions.
SEEPNBREFEFTELUT2RERMNEY  BEEmBREE  AEEEBRKTH#  2ERD
MR SR AL M B BRERTCHENSE -MEFPERE A AEhESTF2RMER
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BEL o WHBCEREE T @150 REMS2ETRMNMEEE) -

30 Experience Officers participate 100 Experience Officers join 26 Experience Officers provide
in offline and online interview the brand survey feedbacks for new products
7 Experience Officers participate
30fuszmaenmynEmEs  100{UezmenT ol 26{UREMEER T HRBRE
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10.1.9. Comprehensive Customer Feedback Mechanism

We value customer feedback and complaints as an
important benchmark for improving our services,
and have established standardized feedback
mechanisms to ensure timely and effective handling
of customer feedback. This feedback is used to
improve and innovate our services, monitor store
operations, and ensure that Beauty Farm provides
stable and high-quality services. We have multiple
communication channels to receive valuable
feedback from our customers, including over 400
customer service platforms, our official website,
in-store reception, Weibo, Beauty Farm customer
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service hotline, Beauty Farm mini-program, and
advisor WeChat, among other online and offline
channels. Additionally, we also use measures such
as secret customer and mobile evaluation systems
to gather customer feedback in a timely and
effective manner.

Key Measure in tracking Service Quality

FR7%E 8 Rt E BiE ik
Customer Satisfaction Within 1 hour after customers receive services or purchase products in our
survey stores, we will send them a customer satisfaction survey to gather feedback

about their experience. This allows us to understand what customers are
satisfied or dissatisfied with and improve our services accordingly. We also
publish the monthly customer satisfaction index, which is a summary of
customers’ satisfaction scores, high-value customer referral rates, and
customer feedback. This information is shared with relevant management
departments and regional operations and used to develop work improvement
plans based on customer suggestions and feedback.

BEERBIENEENS BEEINEZEENIBEEERENUVINERN  IMSHEXEERBHEERS &
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WeChat mini program We have set up a suggestion and feedback module where customers can
provide real-time feedback, whether it is dissatisfaction, suggestions, or
praise. If we receive any complaints or negative feedback, we will include it in
our work order system and require our stores to address it within 48 hours
by providing a clear improvement plan. This ensures that we can quickly
identify and resolve any issues and continuously improve our services based
on customer feedback.
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Key Measure in tracking Service Quality

REEERMEHEE

Third-party Customer
Satisfaction Survey
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Follow-up visit Mechanism
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Every year, we hire a professional third-party agency to conduct customer
satisfaction surveys. Based on the needs of customers in different regions, we
set different focus groups for qualitative research and analysis of our services
and products. The analysis results are interpreted and studied by our internal
management team, and important improvement directions are summarized
and allocated to different departments as the focus of our work for the next
quarter.
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For new customers after their first treatment and old customers after trying
new products or services for the first time, we require a 24-hour follow-up
visit to understand their feelings after the treatment and collect feedback on
our services and products. This information is recorded in our service log and
used as a reference for future treatments to ensure that we provide the best
possible services and experiences for our customers.

HRFEEEREER REZBRETAREANANMERIMERRET24/NHHDE
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We seek third-party organizations to conduct customer service experience
evaluations at our stores, based on our company’s evaluation criteria. This
provides an objective and comprehensive reflection of our store's service
quality and allows us to follow up on any areas that need improvement.
SHREZFTHREBERBERAMEETRERR  UREBQARNTEFEET
o 588 2ERMIERBESWIELRE -

In 2016, Beauty Farm’s customer service center
successfully entered into a call center operation
partnership with New Ji Yu and opened the
4008206142 customer service hotline. In addition
to providing consultation and appointment services,
the hotline also accepts complaints. Through the
outsourcing management of Beauty Farm’'s
customer service hotline, we aim to provide
telephone consultation services to our loyal
members and experience customers, help them
solve any problems encountered during the service
process, enhance the brand experience and service
perception of Beauty Farm’s consumers and
customers, and expand the brand’s influence and
visibility.
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To ensure prompt and proper handling of customer
complaints, we have implemented strict internal
guidelines. Additionally, we have developed a
“Customer Complaints Handling Operations
Manual” which categorizes complaints into
different scenarios such as non-crisis handling for
medical aesthetics, crisis handling for medical
aesthetics, non-crisis handling for beauty, and crisis
handling for beauty. We have established different
complaint handling mechanisms and processes to
ensure that customer complaints can be resolved
effectively and quickly.
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Accept the complaint, record

Call 400-820-6142 to complain
the service of the store
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H(E400-820-6142
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the detals, create a work
order regarding the
complaint within 1 working
day, and notify the store
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Review the work order
regarding the complaint and
carry out investigation
BENTE - BERFRE

Determine the type
of the complaint
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General complaint

Serious complaint
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Receive feedback from the
store and assist the store to
handle the complaint
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Communicate to reach a

solution with the customer, or
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Need the
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. provide solution and

under the guidance of its No Yes suggestion on language
regional manager, to deal with| €— __ornot r P EEER
the complaint properly by the RBHECM 2 RESRAEWLS
director of the store e
PO E R ELARA
AR REGHEEEET
ER - ZEEIPRER
T
Three working days
3ETER
':;ach 2 consensus ‘th Receive feedback from the N
@ customer and close \Within two weeks | store and assist the store to o Crisis.
the relevant complaint ™| handle the complant  [€T = ek
SEEERH - B EEPUERER BPIERE
Yes
i

Report to the management
and establish a crisis team
to jointly discuss and
respond to the crisis
ERE IR BRI b

During the reporting period, the Group received a
total of 508 customer complaints. After
investigation, 150 of these complaints were
deemed valid and have been resolved and closed,
resulting in a 100% customer complaint handling
rate. The operation of our standardized