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Fragmented supply & concentrated demand yield
fierce market competition.

Executive Summary

» Huge market growth that slightly stopped during 2022

* China did not pass before a covid economic crash, but it suffered less severely delayed on time (2022)

» Supply is fragmented while demand is rather concentrated, therefore competition is fierce

* Demand is concentrated geographically and in terms of distribution channels

* Market vibrancy level is high

» Branding is key and more specifically global branding

* There is a snowballing effect that benefits global-well known players, what further underlines the need for branding intensively

= Ecommerce dominates the Chinese market, but big numbers are often contradictory, we can rather control platform specific figures
= 2022 shopping festivals where softer than in 2021 both for double 11 and 618

= As market matures, less more valuable orders are taking place leading to probably more sustainable business

= Business models as well are progressing with Alibaba movement to promote Tmall supermarket (something that was previously done by JD.com
from the beginning)
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Despite dipping -2% in 2022, the cosmetics market in
China is substantial.

2022 Market Size: $57 Billion

Retail sales value of cosmetics by wholesale and retail companies in China (¥billions)

¥402.60B ¥393.56B
¥340.02B
¥299.22B
¥251.37B ¥261.90B
¥222.20B
¥204.94B
¥182.47B
¥162.50B
¥134.00B I I
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Source: Statista 2023 MARKET
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Ecommerce dominates the Chinese beauty market.

Share of online retail sales value of cosmetic products
in China’s whole cosmetics retail market

84.2%
77.9%
74.2%
[o)
69.5% 67.3%
534% 55.4% I I
2014 2015 2016 2017 2018 2019 2020

Source: Statista 2023
©) Derance 20OPEN
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE



Short videos and livestreams gained market share.

Douyin & Kuaishou are driving sales at an increasing rate YoY.

Alibaba D B Pinduoduo B Kuaishou B Douyin (Tiktok)
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Source: Guolian Securities
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.
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Alibaba dominates nearly half of the Chinese
ecommerce market.

Sales Share

Alibaba | OO, Ay
o0 I 17.6%
Pinduoduo | 13.5%
Suning [ 1.7%
vip [l 1%

Gome l 0.5%

Macro figures are often misleading & contradictory. Douyin, Kuaishou, & Pinduoduo are not mentioned in other macro figures.

Source: Statista 2023
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.
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The Alibaba ecosystem comprises 44% of ecommerce,

87% of the total Chinese market.

Beauty CATEGORY: Beauty / Body / Oil

Facial Care Set

Facial essence (New) @

Latex / Cream )@ i m
Facial mask (New)

Cleansing TaObao.COITl
Eye care (New)

Make-up water / toner
Body care (New)

Remover el
Sun protection (New) a

Men's care (New)

Hand care (New) T“ALL Con
Lip care (New)

Body cleaning

Essential oil aromatic therapy

Local nursing TMALL MART
Travel / experience I +=+ iﬂ ——
T district nursing (New) aa D r-,
Men's body care

Other maintenance

Neck care
foot care TMALL GLOBAL

wh=ie —_—
Chest care (New) %3 B
Facial scrub / Scrub m E m
Facial massage cream
Beauty services

Information quality improves once we move on to evaluate marketplace figures.
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

January 2023 (Last month)

$1.2 billion in sales

62 million units sold

146 thousand stores

2 million products listed

$19 Average asking price (¥132)

The “Alibaba Ecosystem” refers to

= Taobao

= Tmall

= Tmall Supermarket

= Tmall Global

= Tmall Global Supermarket

perense 20PEN



Alibaba B2C sales are flat, even declining slightly.

Alibaba B2C Ecosystem Sales Value (Sbillions)

$8B

$7B

$6B

$5B

$4B

$3B

$28 —/ \/\/’ ‘\/\J \/\'I K

$1B

Source: Alibaba public data tracked by Market Defense & 20pen
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

Alibaba Beauty Category
OVERVIEW & SALES TREND

January saw a negative short-term impact
from the change in policy in China from

Zero Covid to Opened policy.

It is true that overall volume is rather flat.
In February (not yet reported) we are
seeing clear signs of recovery and we are
optimistic about 2023 performance,
specially through the second half of the

year.

Peaks are 618 and 11.11 promotional

periods.

2022 11.11 was softer than 2021.

MARKET
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This decrease is due to fewer order sales...

Alibaba B2C Ecosystem Orders (millions)

300M
250M

200M

150M
)

100M \\/\/

50M

Source: Alibaba public data tracked by Market Defense & 20pen
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

Alibaba Beauty Category
OVERVIEW & SALES TREND

Brands are moving towards more
financially sustainable sales by selling less

more valuable items.

October 2022 had higher volume because
last 11.11 promotion started at the end of

October.

Logistics disruptions through covid zero do
also explain partially the decline in units
sold.

MARKET
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..despite an increasing average order value.

Alibaba B2C Ecosystem Average Order Price

$35 Alibaba Beauty Category

OVERVIEW & SALES TREND
$30
$25 Brands are moving towards more
financially sustainable sales by selling less
/\ /\ more valuable items.

be \/ \ ’ \/
$15 \/ \/\J October 2022 had higher volume because
last 11.11 promotion started at the end of
$10 October.
$5 Logistics disruptions through covid zero do

also explain partially the decline in units
$- sold.

0 e 0 /0 4 4
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Source: Alibaba public data tracked by Market Defense & 20pen MARKET
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Volume by value is distributed with a bias towards
cheaper product volumes & higher price values.

% of Sales volume /value produced by unit price distribution

73.3%
29.9%
21.0%
15.1% I
< $19 $19 - 38

Source: Alibaba public data tracked by Market Defense & 20pen

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

13.6%
5.6%
$38 - 57

8.8%
2.6% -
E—

$57 - 77

21.5%

5.1%

1.2% 2.3%
— E—
$77 - 96 > $96
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Platform-level prices sales mix influences brands
products mix management.

BRAND <$20 $20-41 S$41-61 $61-82 $82-102 > $102
LA MER/#E 5 2 itk 26% 13% 6% 5% 14% 36%
La Prairie/3&IR1E 19% 22% 9% 4% 4% 42%
Clarins/@r & i+F 25% 14% 13% 14% 13% 20%
Sisley/#& B2 47% 8% 7% 4% 4% 29%
Guerlain/if=% 47% 5% 6% 15% 7% 20%
Erno Laszlo/BA&Hh % 47% 9% 7% 7% 3% 27%
Dermalogica/f&3% /K 5% 31% 16% 23% 26% 1% 3%
Kiehl " s/FEi % 35% 24% 29% 4% 6% 2%
Jurlique/ZFi5E 40% 20% 26% 5% 5% 4%
Dr.Ci:Labo 40% 29% 12% 6% 1% 1%
Dior/# 5 57% 10% 10% 9% 4% 10%
Lancome/% 5% 61% 12% 3% 8% 2% 14%
EMPORIO ARMANI/BA 3 J8 63% 16% 6% 1% 1% 14%
SHISEIDO 62% 12% 10% 4% 4% 8%
Clinique/f&z8 50% 17% 26% 3% 4% 1%
Laroche Posay/IEfk 5 51% 44% 4% % 0% 0%
Source: Alibaba public data tracked by Market Defense & 20pen MARKET ZOPEN »

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE



Last six months’ Alibaba subcategory ranking.

Aug 2022 - Jan 2023

90%

CATEGORY Sales Value USD AVERAGE TAG PRICE USD MARKET SHARE CUMULATIVE
Facial Care Set $3,808,675,799 $40.13 23.86% 23.86%
Facial essence (New) $2,625,607,070 $40.93 16.45% 40.32%
Latex / Cream $2,131,533,483 $23.55 13.36% 53.67%
Facial mask (New) $1,924,125,920 $18.21 12.06% 65.73%
Cleansing $951,566,599 $14.29 5.96% 71.69%
Eye care (New) $797,506,704 $30.75 5.00% 76.69%
Make-up water / toner $689,724,845 $20.53 4.32% 81.01%
Body care (New) $575,120,530 $12.68 3.60% 84.61%
Remover $443,891,743 $14.32 2.78% 87.39%
Sun protection (New) $390,827,601 $20.07 2.45% 89.84%
Men's care (New) $315,914,805 $15.12 1.98% 91.82%
Hand care (New) $311,850,443 $7.14 1.95% 93.77%
Lip care (New) $178,135,942 $7.44 1.12% 94.89%
Body cleaning $169,224,302 $12.77 1.06% 95.95%
Essential oil aromatic therapy $146,871,707 $13.98 0.92% 96.87%
Local nursing $137,721,839 $13.26 0.86% 97.73%
Travel / experience $71,702,686 $11.54 0.45% 98.18%
T district nursing (New) $68,590,002 $12.21 0.43% 98.61%
Men's body care $54,772,252 $15.64 0.34% 98.96%
Other maintenance $46,926,676 $9.33 0.29% 99.25%
Neck care $39,466,759 $22.06 0.25% 99.50%
foot care $26,515,965 $8.13 0.17% 99.66%
Chest care (New) $25,610,732 $32.83 0.16% 99.82%
Facial scrub / Scrub $20,384,778 $9.31 0.13% 99.95%
Facial massage cream $6,950,522 $13.10 0.04% 100.00%
Beauty services $688,222 $30.92 0.00% 100.00%
$15,959,907,926
Source: Alibaba public data tracked by Market Defense & 20pen
berense 20PEN
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Seven-province mean reaches nearly 90% of GMV.

Aug 2022 - Jan 2023

88%

41,752 I 3,958,364,267

Source: Alibaba public data tracked by Market Defense & 20pen
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

PROVINCE Sales Value MARKET SHARE CUMULATIVE
Guangdong $3,958,364,267 27.68% 27.68%
Jiangsu $3,321,701,506 23.23% 50.92%
zhejiang $2,512,372,382 17.57% 68.49%
Shanghai $1,791,597,164 12.53% 81.02%
Beijing $376,067,515 2.63% 83.65%
Shandong $376,062,895 2.63% 86.28%
Yunnan $302,061,510 2.11% 88.39%
Hunan $292,035,091 2.04% 90.43%
Fujian $236,076,382 1.65% 92.08%
Anhui $152,129,014 1.06% 93.15%
Hubei $151,087,398 1.06% 94.20%
Tianjin $142,714,868 1.00% 95.20%
Henan $113,615,983 0.79% 96.00%
Jiangxi $108,054,651 0.76% 96.75%
sichuan $96,078,237 0.67% 97.42%
liaoning $79,619,489 0.56% 97.98%
Shaanxi $67,014,891 0.47% 98.45%
Hongkong $57,794,211 0.40% 98.85%
Hebei $29,729,042 0.21% 99.06%
Hainan $25,121,316 0.18% 99.24%
Guangxi $23,421,243 0.16% 99.40%
Guizhou $22,691,093 0.16% 99.56%
Heilongjiang $19,330,277 0.14% 99.69%
chongqging $16,862,229 0.12% 99.81%
Jilin $10,682,444 0.07% 99.89%
Shanxi $9,921,921 0.07% 99.96%
Gansu $2,140,758 0.01% 99.97%
Xinjiang $1,108,312 0.01% 99.98%
Macao $1,026,790 0.01% 99.99%
Taiwan $906,064 0.01% 99.99%
Inner Mongolia $641,470 0.00% 100.00%
Ningxia $249,986 0.00% 100.00%
Qinghai $58,868 0.00% 100.00%
Tibet $41,752 0.00% 100.00%
$14,298,381,021
MARKET
perense 200PEN e



Geographic concentration level of per-capita
expenditure is even higher than total value.

Aug 2022 - Jan 2023

PROVINCE per capita PROVINCE per capita

Shanghai $74.09 Shaanxi $1.23

Zhejiang $27.14 Henan $0.69

Jiangsu $21.25 Sichuan $0.61

Guangdong $20.98 Chongqing $0.50

Beijing $17.32 Guizhou $0.50

Tianjin $9.17 Jilin $0.39

Hong Kong $7.88 Heilongjiang $0.36

Yunnan $4.44 Guangxi $0.27

Fujian $4.06 Hebei $0.22

_ Hainan $2.74 Shanxi $0.20
fah Hunan $2.29 Gansu $0.08
]\j‘ Shandong $2.25 Xinjiang $0.05
Jiangxi $1.66 Taiwan $0.04

Macao $1.59 Ningxia $0.04

Hubei $1.59 Inner Mongolia $0.03

Anhui $1.28 Tibet $0.01

0 74 Liaoning $1.25 Qinghai $0.01

Source: Alibaba public data tracked by Market Defense & 20pen MARKET
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE 20PEN



Branding, specifically global branding, is a good
predictor of Chinese market success.

Aug 2022 - Jan 2023

RANK

© 0o N o o wnNn -

N O U
aa A W N = O

BRAND

L'OREAL /BR3E5
Lancome/>% %%

Estee Lauder/H ¥ 2% &
PROYA/IHZEH

Olay/E =i
Winona/ & i il

LA MER/B 5 2 i

SK-II

SHISEIDO

Kiehl ' s/F i

HR /i 32 4
SKINCEUTICALS/{&TN AJ
Clarins/# )i
CHANDO/B % &

RSAS

Source: Alibaba public data tracked by Market Defense & 20pen

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

Sales Value

$83,684,719
$69,139,257
$66,977,167
$60,145,495
$53,911,718
$47,461,230
$40,030,220
$38,748,618
$34,972,412
$29,411,199
$27,823,209
$26,766,511
$25,327,520
$24,834,318
$22,212,191

RANK

16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

BRAND
Freeplus/ZENi 75 #
QuadHA/E#
Guerlain/#f ==
Curel/ i

The history of whoo/f&E
ALk 2% / cpb
Laroche Posay/HElk R
PECHOIN/B %%
Cosme Decorte/& ]
Elizabeth Arden/Hiii
Sisley/#&H B3R
Fresh/&E &1}

HEARE

EX
L'occitane/FX &% F+

MARKET
DEFENSE

Sales Value

$21,605,827
$20,735,858
$20,066,554
$18,715,927
$18,286,478
$16,757,249
$16,400,822
$16,253,879
$15,907,333
$14,433,320
$14,372,301
$13,309,315
$12,054,393
$11,991,652
$11,921,720

20PEN 1



Brand ranking with sales over $2 million.

Aug 2022 - Jan 2023

BRANDS SORTED BY HIGHEST AVG PRICE

Sales Value

BRANDS SORTED BY HIGHEST AVG PRICE

Sales Value

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.

pofenne $3,358,800 Cosme Decorte/&E1 $15,907,333
KIBONCY $2,992,994 =] $2,795,741
iz N5 $6,403,892 POLA/ZETf $3,307,394
GALENIC/F} 22 %2 $2,872,960 {8 TH 22 /K $7,922,065
HR / ik 22 i $27,823,209 QuadHA/ZE# $20,735,858
WAYLANDAYER $2,778,084 0 15 = $9,438,943
LA MER/B 5 > $40,030,220 Dr.Ci:Labo $10,093,968
Sisley/# B $14,372,301 EVE CHARM/{R B R $6,722,170
La Prairie/3EIAtRE $3,832,244 Forest Cabin/# & $2,793,515
RETEH 1)L $3,539,368 = $8,239,543
SK-II $38,748,618 DR. WU/3K/REE $2,975,587
Guerlain/f 2% $20,066,554 Shu-uemura/{EFtFH $3,273,129
MZA $2,045,873 Olay/E 4 $53,911,718
Valmont/kJLE $2,128,433 EEL $2,214,335
Eve Lom $2,799,077 Elizabeth Arden/¥iii $14,433,320
Murad $3,000,604 SULWHASOO/EtH $11,231,039
EMPORIO ARMANI/ 35 8 $2,880,853 Dr.Jart+/EE15 $9,936,228
Bk Z 43 / cpb $16,757,249 Filorga/3E& &= $4,147,103
dermedic $2,498,237 SHISEIDO $34,972,412
SKINCEUTICALS/{&T A $26,766,511 IPSA/BR X5 $6,578,648
Fresh/Z8 %5 i $13,309,315 Marubi/#, 2 $5,327,559
Erno Laszlo/B{E4gy2: $2,292,852 Kiehl " s/% 5i X $29,411,199
Clarins/###r $25,327,520 CNP/# Bk $2,264,700
EX-31N $6,498,676 Bb LABORATORIES/ ¥ = $3,345,461
P22 /YSL $3,721,029 PROYA/IH 3 H $60,145,495
RSAS $22,212,191 E’YEARN/{K % $5,004,949
Estee Lauder/H ¥ 2% & $66,977,167 Biophytogenesis/ B % $2,715,887
YUE-SAI/F 7 $5,750,724 CEMOY (o $2,252,722
Farmacy/;%iXi2 $3,421,220 The history of whoo/fg $18,286,478
Lancome/>% 5% $69,139,257 BOBBI BROWN/ & Lt ER $3,016,400
Biotherm/Z2F% £ $4,877,571 L'OREAL /FR3E % $83,684,719
Source: Alibaba public data tracked by Market Defense & 20pen
20PEN



Top 10 shop ranking.

Aug 2022 - Jan 2023

(i LOREAL

A

L (1) 1 PN G i h
// 'l“ 37 0 8 5h — 52 65 98"

LANCOME

SARAMEE

LANCOME
HENF WERE
=T HIRERMR

rank store Sales Value
1 L'Oreal official flagship store $454,302,364
5 Tmal[ Global self-operated $362,694,732
import supermarket
3 Lancome official flagship store $342,708,121
4 Proya Official Flagship Store $321,213,916
Estee Lauder Estee Lauder
2 Official Flagship Store $301,552,103
6 Tmall Supermarket $291,027,685
7 olay official flagship store $290,243,458
8 Winona official flagship store $278,414,379
9 LA MER Official Flagship Store $178,223,708
10 SK-II official flagship store $152,200,840

Source: Alibaba public data tracked by Market Defense & 20pen

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.
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Top 40 shop ranking.

Aug 2022 - Jan 2023
rank store Sales Value
11 SHISEIDO official flagship store $142,586,013
12 Quady flagship store $134,345,043
13 SkinCeutical Official Flagship Store $131,736,307
14 HR Helena official flagship store $129,186,856
15 KIEHL'S official flagship store $128,596,610
16 Nature Hall Flagship Store $127,665,939
17 Clarins official flagship store $99,623,682
18 Guerlain official flagship store $99,613,702
19 Clé de Skin Official Flagship Store $82,950,728
20 To this flagship store $81,103,499
21 Tmall Global Self-operated Miaoyan Club $79,780,073
22 HBN official flagship store $75,901,180
23 Freeplus official flagship store $74,186,834
24 Fresh Fresh Official Flagship Store $73,688,862
25 COSME Official Flagship Store $71,841,718
26 La Roche-Posay Official Flagship Store $69,038,970
27 SISLEY official flagship store $68,671,131
28 Xiangyi Materia Medica Official Flagship Store $67,384,384
29 Ximuyuan Flagship Store $67,263,335
30 Skin Future Flagship Store $65,360,430
31 pechoin flagship store $62,509,512
32 Curel Official Flagship Store $61,780,852
33 Youshiyan Flagship Store $54,473,284
34 fanzhen flagship store $53,818,453
35 Guyu official flagship store $53,512,750
36 L’OCCITANE official flagship store $52,807,707
37 Elizabeth Arden official flagship store $52,077,267
38 drcilabo flagship store $51,652,229
39 cetaphil flagship store $49,532,449
40 OSM Flagship Store $48,305,507

Source: Alibaba public data tracked by Market Defense & 20pen

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.
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The market is very fragmented with a snowball effect
that benefits only a few leading brands.

Aug 2022 - Jan 2023

Distribution of Top 600 Products by Generated GMV (Smillions)
$450

$400

Billions

$350
$300
$250
$200
$150
$100

$50

0 100 200 300 400 500 600

Source: Alibaba public data tracked by Market Defense & 20pen

MARKET
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Top global names dominate Alibaba’s ecosystem.

Aug 2022 - Jan 2023

Shops with at least $1.5 million GMV in six months.

600top shops in Alibaba Ecosystem Revenue Last 6 months

$450
2
e $400 I
@ $350 L'Oreal official flagship store
$300
Lancome official flagship store
$250 Proya Official Flagship Store ki
Estee Lauder Estee Lauder Official Flagship B olay official flagship store
$200
Winona official flagship store
$150 — 8 SHISEIDO official flagship store
LA MER Official Flagship store -
$100 SK-11 official flagship store #TQuady flags.hllp store -
KIEHL'S official flagship store ¥ HR Helena official flagship store
$50 Clé de Skin Official Flagship Store [~_#~ Tmall SL.Jp.ermarkejc
Fresh Fresh Official Flagship Stoif Clarins official flagship store
$_
0 100 200 300 400 500 600 700

Source: Alibaba public data tracked by Market Defense & 20pen
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved.
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Fragmentation offers opportunity to niche players.

Aug 2022 - Jan 2023

600 TOP SHOPS IN ALIBABA ECOSYSTEM

Number of shops Six-month sales % of total revenue

353 < $6 million 15%
148 $6 — 15 million 18%
99 > $15 million 67%
Source: Alibaba public data tracked by Market Defense & 20pen MARKET
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE ZOPEN 24



Top 20 products sold.

Aug 2022 - Jan 2023

RANK TITLE min price ORIGINAL PRICE STORE Sales Value
1 R 3 e 2 R D R 35 PR BG4 T A /K ORI S5 BUS 7 8T G2 iR AL 4R SLH ik i 379 552 L'Oreal official flagship store $69,600,279
2 BB IRET S AEP R I W A T RN K PRI B v 4L 557 1314 Winona official flagship store $56,772,855
3 BE A S AR LR R B BURIB AN K 1440 1440 SHISEIDO official flagship store $53,296,607
4 [E#R] 2 8 ER R30I 2{RIE 1520 1520 Guerlain official flagship store $46,787,597
S B UTHBE OK AR THES #MRKORIBUAR B FL 1% 5 3 PR R K it 552.2131 899 fanzhen flagship store $46,492,551
6 OLAY X 2 JliH7ihE /N M E 56 P SR 554 K ORI THI SRS HE C 531 719 olay official flagship store $42,027,087
7 WREFE A VCIT73E B BEE AL o T 30 e € K5 AR 5 R v B Ao 310 550 drcilabo flagship store $40,869,788
8 B2 ABE Z RIS R EeomURsUs i Ei 1250 1450 Tongrenbi Flagship Store $40,314,869
9 FASETH 41 5 0 176 2. 07 LK B8 B H U488 SUK A A MK PRG3R o 275.67 380 Proya Official Flagship Store $36,297,186
10 [24 5T 4k) FERELEEEZE250m/125msaH) 1800 2700 SISLEY official flagship store $35,044,029
1 RR3EHE 5 — SR B 2R FE A X B K ORI 18 A 40 S0 £ PR 4 Jik i 276.09 370 L'Oreal official flagship store $33,917,842
12 OLAY E 2 i 45 248 R BE /)y B #R ARk e v BN 2 (kS 46 C 376.72 544,75 olay official flagship store $32,237,828
13 H R S22 R AR S22 00 B 401 7 THI R A& 4P 7 22 12 5= 3% €6 DR 7 3680 4019.52 HR Helena official flagship store $32,222,467
14 [M11] freeplus3ENN T 22 2 FEIR £ 4 17 ¥4t 1 FL AR S LR ANk [T 9 396 396 Freeplus official flagship store $31,769,432
15 [SIENH6IY] HLER AR W25 i 5 DHY bR ER M R I AS 42 30mlz 458 656 Quady flagship store $31,260,071
16 (&) OLAYE = liHThE /I FOM IR B 52 F 3252 PRI TH A RS R 195.2 365.423 olay official flagship store $31,009,634
17 [FEWR4ks:] 2 AR FE20mL FaLiRfE* 1150 1150 Lancome official flagship store $30,709,533
18 [EraEsF4L)] IASEHE MBS LI 2.0 E AL BUEIR T 2 A4 =k 208.69 490 Proya Official Flagship Store $30,406,801
19 [l = 33 TH R 2= 581 78 201 i 35 €64 1K) [H1 7 22 5% B5h 447 Bk o e 7 AL 1380 3745.71 HR Helena official flagship store $30,234,902
20 (GZENFES]) ABRZHICPB 8t E I HW = HEHEAAEQ 2970 2970 Clé de Skin Official Flagship Store $30,000,035
Source: Alibaba public data tracked by Market Defense & 20pen
Proprietary and zonfidential. ©MarketyDefense LLC All Right: Reserved. I'.:;'?FFSEIESE ZOPEN 2



Top products by GMV show a similar distribution with
a similar snowball effect in leading products.

Aug 2022 - Jan 2023

Top 600 Products by Generated GMV (Smillions)
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$40 ;
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Source: Alibaba public data tracked by Market Defense & 20pen MARKET
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE 20PEN 25



Top 20 products sold. X I\ m

THAALLCOM

Aug 2022 - Jan 2023
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Top 20 products sold.

Aug 2022 - Jan 2023
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Top 20 products sold
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Chinese consumezrs trust in the economic recovery of
their country post-covid.

Consumer confidence in their country’s economic recovery after covid-19

61% 47%

53%

61% 22
56% 45%

37%

33%
20% 30% 29% ?
18% 20%
=
us

China India Indonesia Australia Korea Germany France Japan
8/18-29 8/19-26 8/23-30 8/26-9/2 6/7-10 8/24-30 6/8-12 6/8-12 8/23-28 6/8-12
B Pessimistic Mixed B Optimistic
Source: McKinsey COVID-19 Consumer Pulse Survey MARKET

Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE 20PEN =0



Fragmented supply & concentrated demand yield
fierce market competition.

Executive Summary

» Huge market growth that slightly stopped during 2022

* China did not pass before a covid economic crash, but it suffered less severely delayed on time (2022)

» Supply is fragmented while demand is rather concentrated, therefore competition is fierce

* Demand is concentrated geographically and in terms of distribution channels

* Market vibrancy level is high

» Branding is key and more specifically global branding

* There is a snowballing effect that benefits global-well known players, what further underlines the need for branding intensively

= Ecommerce dominates the Chinese market, but big numbers are often contradictory, we can rather control platform specific figures
= 2022 shopping festivals where softer than in 2021 both for double 11 and 618

= As market matures, less more valuable orders are taking place leading to probably more sustainable business

= Business models as well are progressing with Alibaba movement to promote Tmall supermarket (something that was previously done by JD.com
from the beginning)

MARKET
Proprietary and Confidential. ©Market Defense LLC All Rights Reserved. DEFENSE 20PEN =



Now you also have a
team in China!

i 7
‘7,
/7
175
7

(71,
/),

0

B brandon@marketdefense.com
@ www.marketdefense.com

M luis@2open.biz

@ www.20pen.biz
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Some Of The Common Myths Around
China Launch

o The same growth method in the West can be
applied compatibly to China.

Expect profit from day 1 is a common myth.

There is always a huge room for my brand.

34




! How China Can Be Profitable Business For Beauty Brands

The truth is Only a few beauty brands can achieve long-term profitability.

ll Azoya International Ltd.

&

Product-market fit

Identity & fulfill unmet customer
demands.
Tease out the target groups.

Repurchase

Commercial model

Find the best fit at the current stage.

Manage investment & costs.

3

Efficiency in marketing &
sales

Brand building and marketing
on e-commerce and social

media platforms.

Embracing change

Market demand
Consumer behaviors
Platforms dynamics

Technology & Social needs

£19



' Leverage The China Business Success Factors

Market research Product exposure Product value Brand positioning

Customer analysis Information flow Comparative advantage Value communication

Consumption scenarios User flow Competition barriers Customer education
Cash flow

Communication channel

o e e e e e e e e e e e e M e M e M M M e M M M M M e M M M e M M M M M e M M M M M M M M M M M M M M M M M M M e M M M M M e M e e M M e M e e e e e e

. \__ 4
Product market fit stage S
. @ Cost management
Channel expansion stage

3 Cost optimization
Repurchase Brand mature stage

il Azoya International Ltd. 36



! How Beauty Brands Can Discover Product Market Fit In 2023?

Identify customer’s : Small-scale test and
Tease out a solution .
unmet needs discover feedback
: Continuous testing |dentify the right :
Validate product . channel and marketing
market fit strate andimonmitor, strategy for initial
9y feedback 9y

launch

@ Scaling @ Consolidating

ll Azoya International Ltd. 37




| Short Video Seeding On Little Red Book And Weibo

Premium natural beauty: Amala Beauty Hair and skin kindness: HASK

For You

HASKI 5%

\‘{Fp
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i Azoya International Ltd.



' Livestreaming With Influencers To Amplify Amala’s Presence

11:1
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I Azoya International Ltd.

KOL influence: giving Amala a trusted
voice

v Partnering with top anchor Austin Li to
improve brand credibility.

v Amala recorded skyrocketing increase in
searches, and sales compared to the daily

average.

Influence goes further

v' Co-create China brand assets & natural beauty

assets.

v Enhance brand awareness to target
consumers. 39

v Drive nositive revente arowth



' Livestreaming Engage High-potential Customers For HASK

rr
il - \ h
Al = 2 i |
3 I 3 S
St 1|4

o - L = A X ‘_75‘-/u"rA' 7 _:- ‘ . .
- O ansi) SILXAZIITH SInnsond 1794 el T Amplify exposure during

BAz6! the 618 event

g

v Develop a complete plan

EERHEERDTEIE@SHN

v’ Filter appropriate livestream influencers
v’ Target audience analysis

v Merchandise strategy

Influence goes further

S Yl v’ Taobao Live: high-quality exposure

SEFRAFUFITIE

T

towards over 4 million audiences, and

the highest ROI reached 5.

i Azoya International Ltd. 40



How Long Does It Take

To Validate The
Strategy?

41



The answer is open and always happens differently.

WEEKS? b MONTHS? '

. Azoya International Ltd.

YEARS?

42



1. Inconsistent investment in strategy

2. Invest across multi-channels

3. Allocate a limited budget to all SKUs

4. Underestimate target customer analysis

5. Bet on the performance marketing, but less
on seeding and brand building

il Azoya International Ltd.

. Consistent brand seeding

. Plan thoroughly

. Getinvolved

. Be flexible & find a workaround

. Find a suitable partner

43



What Makes An Agile

Partner For China
Business?

44



Whether it’s a service partner, a distributor, an agent, or a JV partnership.

Adapt to market change

Identify changes & Analyze the Develop suitable
issues changes solutions

il Azoya International Ltd. 45



Must-have capabilities to empower brand growth

Market Research, Problem
O Brand Audit & Identification &
[\ |—’ Strategy Development ﬁ \ Solution Design j
Sales Channel Digital Marketing, , —
Developing & Solution Brand Building, and ol QAUIt'I:,I?,E:PneI 8:\ C f_g
4| implementation Creative Content apabilities O_O// \\60
= a—
. Business Planning,
i E— E:Obal = upplz S Consultation & >
. a anagemen —"‘-/JI- Growing

il Azoya International Ltd. 46



Cost-effective Ways For

Brands To Go From 0-1

47



01 03 05
Incubation Launch on Shops-in- Expat Creative
program Douyin Shop marketing seeding

il Azoya International Ltd. 48



| How To Attract Investment For Your China Business

1. Brand with strong awareness and impressive story

2. Great product with the competitive edge

3. Attract high-value customers/target group

4. Perform efficiently on current sales channel

5. Keep trendy and exploratory

il Azoya International Ltd.
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! What Ultimately Lead To Profitability?

Brand
awareness

Offering an
exciting
experience

il Azoya International Ltd.

Solving
customer
demands

Demonstrated &
consistent
demands

Customer
loyalty

Consistency in
the long-term
growth

Large scale
customer traffic

A good revenue-
share structure with
partners in china

50



A\ azoya

Contact us: info@azoyagroup.com

Azoya Group https://www.azoyagroup.com/
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Background

Market Access Barrier Mandatory animal testing on imported cosmetic products to China.

VLQelOINIENIEIN < Improve pre-market safety assessment skills.
engagement :
« Develop in-market control.

* Ministerial and official visits, roundtables, MoUs and technical exchanges.

SIUTIYLEEEN . Upskilling of Chinese industry, toxicologists and regulators.

« Change of policy: ban lifted for general cosmetics exported to China.
 New Good Manufacturing Practice (GMP) certification developed.

* Hundreds of GMP certificates issued to brands and manufacturers.

« Many brands successfully exported to China without animal testing.




Conditions
for exemption
of animal
testing on
General
cosmetics

The product does not claim to be used by infants & children.

The product does not contain new cosmetic ingredients.

The product’s notifier / intermediary / manufacturer is not
listed as a key supervision target according to the results of
the quantitative rating system established by NMPA.

Manufacturer submits, as part of the notification process with
NMPA: (i) a Good Manufacturing Practice (GMP) certificate
iIssued by direct Government regulator where the
manufacturer is located; (ii) a Safety assessment report
fully confirming safety of the product.

Above applies only to General use, and not Special
cosmetics ((i) Hair dyes (ii) Hair perming products (iii)
Freckle-removing (Whitening) products (iv) Sunscreens (V)
Anti-hair loss products (vi) Cosmetics with new efficacy)



Process for UK Government to issue "GMP certificate for export to China®

For detailed guidance about GMPC,
K s please visit our website

cosmatic productis| to

Ohiina

https://eu.eventscloud.com/website/

4613/

Contact us:
g I Doris Zhou: Deputy Head of Retail,

How to appl
p p y \ Cosmetics lead
fO s U K G M PC, et i o e Department for Business & Trade,

China

RP mespands via the I8 onkne application procecs 10 Guastions rolating 1o EITHER®
Eh currant 150 E1TL6 cartificata (TP or BMF) plis cenificate of accred tation [from 2
b of 14F) for 5027021 andfor 50 17065 DR tha cuvont BROGE certificata;

st idonca 1 2sppor ecponses, s s Declarion cn bosa o Brand. Doris.zhou@fcdo.gov.uk

flowchat and
Q&A

ILE ravierws Mesponas to

‘quastions inonkine
application and subinied

Scan the QR to access UK-China
business connect platform

=]

ILB decides if application & satidaoony,
poesibily including referral to DPS5.

ILB iS5 tharoe- yiar LE Yes Mo
Government "GP cemificale”™ 1o E rejects and notifies &F on
-

befall of Brard which may
[ E T STl faci rasubimit with required evidence

B!

ACB = Certification)Auditing Body accradited with 3 messbaer of LAF.

BRCGS « Brand Raputation Doanglianos Global Staedand for Consumiar Producs.

RF = Responsitle Parsen acconding b Cosmatic Products Enforoem ent Rigulations J013: Guidance (anuary 2021}
WF = International Accreditation Forum. The ACB mist b accredited with an IAF mesntsy.

BLE = et Liceersing Bramch of Department for Imermational Trads.

55



mailto:Doris.zhou@fcdo.gov.uk

BRITISH

BeautyMatter  seaury Spring LONDON

SUMMIT

COUNCIL

Doing Business -
In China: Legal
Considerations




Contents

General considerations

IP issues
Our team
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General considerations

Establish your own operations

@ Location choice
= Shanghai/Beijing or second tier cities (like Wuhan)?
= Preferential policies — talk to the local government!

#ff| Legal structure
= Most companies set up a wholly-owned subsidiary

23 Personnel
= Sending existing trusted staff from overseas may be costly and ineffective
= Hiring local talent brings potentials risks such as rogue management

Manufacturing activities
= Talk to the local government if you are looking to acquire land
= Various IP implications
= Contract manufacturing may be more plausible at initial stage

Work with local distributors

Distribution structure
= Local distributors may be more familiar with marketing channels in the local market
= Margin is typically high for cosmetics industry

59
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Protecting your brand / products

I

File your trademarks early

Classification of goods and services

Secondary marks

Chinese marks

& & DO [

Other IP registrations

Monitoring and active enforcement

Trade Secrets and IP creations

3 ©

61



Other related legal issues

Cybersecurity

Advertising

Consumer protection

62






64

London

Corporate
Peter Lu David Scott Tina Hartwright Ennio Keyte
Partner Partner Senior Associate Associate
+44 20 7919 1300 + 44 20 7919 1989 + 44 20 7919 1355 +44 20 7919 1556
o peter.lu . david.s.scott tina.hartwright ennio.keyte
» @bakermckenzie.com @bakermckenzie.com @bakermckenzie.com @bakermckenzie.com
Julia S. Dickenson
Of Counsel
+44 20 7919 1237
Julia.Dickenson
@bakermckenzie.com
London
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China

Beijing
Aggie Liu (BMFX) Edward Yang (BMIP) Yilan Yang (BMFX)
Partner Managing Director Senior Counsel
+8610 6535 9027 +86 10 6535 2018 +86 10 6535 3906
livaijie edward.yang yilan.yang
@fenxunlaw.com @bmip.cn & @bmip.cn

Hong Kong

Isabella Liu

AP Chair of IP &
Technology Group
+852 2846 1689

‘f) isabella.liu
. @bakermckenzie.com

Shih Yann Loo
Partner

+852 2846 1727
shihyann.loo
@bakermckenzie.com

Loke-Khoon Tan Andrew Sim
Partner Partner
- +852 2846 1970 +86 10 6535 3916
> Ikt andrew.sim

@bakermckenzie.com

‘h @bakermckenzie.com

Shanghai

Binxin Li (BMFX) Zheng Zhou (BMFX) Jeff Xu (BMFX)
Partner o Partner Senior Counsel
+86 21 6105 8510 L +86 21 6105 8554 +86 21 6105 5991

jeff.xu

‘ binxin.li zhouzheng
@bakermckenziefenxun.com ‘- @fenxunlaw.com ‘ : - @bakermckenziefenxun.com

Beijing @
China

Shanghai

Shenzhen

Hong Kong ® ®

Hainan °
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|IECIC, ECI and Formulation in China

NCI Regulation and how to put new
iIngredients in China

Finished Product Registration

Efficacy Claims regulation



PART 01

IECIC, ECI and
Formulation in China
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Part 1. IECIC, ECI and Formulation in China REACH

1.1 Ingredient List Updates

Cosmetic Ingredient List

Inventory of Existing Cosmetic Ingredients in China 2021

1 8,972 Existing Ingredient List
(IECIC 2021)

2 Inventory of Prohibited Ingredients Used in Cosmetics 2021 1,284

Prohibited Ingredient Lists

3 Inventory of Prohibited Plant and Animal-Derived Cosmetic Ingredients 2021 109
4 List of Restricted Ingredients Used in Cosmetics 2015 47 Restricted Ingredient List
5 List of Permitted Preservatives Used in Cosmetics 2015 51
Permitted Ingredient Lists
6 List of Permitted Sunscreens Used in Cosmetics 2015 27 . : . . .
(Ingredients in these lists are allowed to be used in cosmetics
_ _ _ _ and shall comply with the specified restrictions, such as the
! List of Permitted Colorants Used in Cosmetics 2015 157 application scope and the maximum allowable concentration in
cosmetics.)
8 List of Permitted Hair Dyes Used in Cosmetics 2015 75

70


https://cosmetic.chemlinked.com/list?listId=251
https://cosmetic.chemlinked.com/list?listId=252
https://cosmetic.chemlinked.com/list?listId=253
https://cosmetic.chemlinked.com/list?listId=5
https://cosmetic.chemlinked.com/list?listId=6
https://cosmetic.chemlinked.com/list?listId=7
https://cosmetic.chemlinked.com/list?listId=8
https://cosmetic.chemlinked.com/list?listId=9

Part 1. IECIC, ECI and Formulation in China

1.1 Ingredient List Updates in 2021 — IECIC 2021

8,972 Existing Ingredients

The total number of existing
cosmetic ingredients increases
from the original 8783 to 8972.

The highest historical use
concentration can be used as
recognized evidence in the
simplified safety assessment
report to provide a
reference for cosmetic safety
assessment.

Notes Related to Ingredient

&

Safety Reviews

The notes are divided into five types:

N

Prohibited ingredients,

To be adjusted as prohibited ingredients,

Used in accordance with the
requirements of Safety and
Technical Standards for Cosmetics,
Former name,

Blank.

REACH

71



Part 1. IECIC, ECI and Formulation in China

REACHZ4H

1.1 Ingredient List Updates in 2021 — IECIC 2021

00001

00002

00003

00004

00005

00006

00007

00oos

Chinese
Name

1- (3,4-—H
SEF

#) -a4-—H
H13-rE"f

1,10-2 g
1,2-T %
1,2-228
1,2-[E B8
1,3-AE
1,3-%- (2,4-

—EEREE
) Al

1,3-7- (2,4-
—_EEFE
) WkwinEs
i

IMCI Name/English Name

1-(3,4-DIMETHOXYPHEMNYL)-4,4-
DIMETHYL-1,3-PENTANEDIONE
1,10-DECANEDIOL
1,2-BUTANEDIOL
1,2-HEXANEDIOL

PENTYLENE GLYCOL
PROPAMNEDIOL

1,3-BIS-(2,4-
DIAMINOPHENOXY)PROPANE

1,3-BIS-(2,4-DIAMINCPHENOXY)
PROPAME HCL

Highest Historical
Use Concentration in
Rinse-off Products
(%)

Highest Historical
Use Concentration in
Leave-on Products
(%)

Mote

0.375

0.125

66.05

21.29

47929

Used in accordance
with the requirements
of "Safety and
Technical Standards for
Cosmetics"

Used in accordance
with the requirements
of "Safety and
Technical Standards for
Cosmetics"

ChemLinked News:



https://cosmetic.chemlinked.com/news/cosmetic-news/breaking-china-releases-the-inventory-of-existing-cosmetic-ingredients-in-china-2021-iecic-2021

Part 1. IECIC, ECI and Formulation in China REACH24H

1.1 Ingredient List Updates in 2021 — Prohibited Ingredients

Include 1,393 ingredients

Add 24 prohibited ingredients

Amend the names,
CAS numbers and notes
of prohibited ingredients

Classify and merge prohibited
drug ingredients

Inventory of Prohibited Ingredients for Cosmetics
Inventory of Prohibited Plant (Animal) Ingredients for Cosmetics



https://cosmetic.chemlinked.com/news/cosmetic-news/china-implements-amended-cosmetic-prohibited-ingredient-inventories-24-newly-prohibited-ingredients-including-cannabidiol-cbd

Part 1. IECIC, ECI and Formulation in China REACH

1.1 Ingredient List Updates in 2022 — Safety Risk Substance Benzene

Benzene On Mar. 10, 2022, China National Institutes for Food and Drug
(CAS No. 71-43-2) ‘ |

Control (NIFDC) released an announcement seeking public
Human Carcinogen o _
comments on benzene limitation requirements, to strengthen

the management of safety risk substances in cosmetics.

According to the risk assessment results,

the limit of benzene in cosmetics is proposed to be 2mg/kg.
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Part 1. IECIC, ECI and Formulation in China REACH

1.1 Ingredient List Updates in 2022 — STSC 2022

On Mar. 31, 2022, China NIFDC released a draft of the Safety and Technical Standard for Cosmetics 2022 (“draft STSC 2022”) for public comments until Apr. 30, 2022.

STSC 2022 is designed to supersede the existing STSC 2015, which is the overarching technical standard for cosmetics’ safety supervision and testing in China.

Adds general requirements for pH value of cosmetics, which
shall be higher than 2.0 and lower than 11.5.
* Removes the remark of the hazardous substance mercury.

It specifies the scope, terms and definitions, general safety stan

CLEfEIED L Qe dards of cosmetics.

Chapter 2. Prohibited/Restricted * 1290 pr_ohlblted mgred!ents _ _ + 1284 pro_hlplted mgred@nts _ _
Ingredients Used in Cosmetics + 98 proh!blted'plant (anlmal) ingredients + 109 pro_hlblte_d pIan'F (animal) ingredients
* 47 restricted ingredients » 44 restricted ingredients (e.g. toluene)
+ 51 permitted preservatives + 48 permitted preservatives
Chapter 3. Permitted Ingredients » 27 permitted sunscreens » 26 permitted sunscreens
Used in Cosmetics » 157 permitted colorants + 156 permitted colorants
» 75 permitted hair dyes » 73 permitted hair dyes
Chapter 4. Physical and Chemical 77 methods 67 methods
Test Methods
Chapter 5. Microbiological Test 5 methods 5 methods
Methods
Chapter 6.Toxicological Test Methods 16 methods 24 methods
Chapter 7. Human Body Safety
Test Method 2 methods 2 methods
Chapter 8. Human Body Efficacy 3 methods 5 methods

Evaluation Test Method

ChemLinked News: China to Release the Safety and Technical Standard for Cosmetics 2022 (STSC 2022) 75



https://cosmetic.chemlinked.com/database/view/1374
https://cosmetic.chemlinked.com/news/cosmetic-news/breaking-china-to-release-the-safety-and-technical-standard-for-cosmetics-2022-stsc-2022

Part 1. IECIC, ECI and Formulation in China REACH

1.2 Ingredient Submission Code

Provisions for Management of Cosmetic Registration and Notification Dossiers

» The registrant, notifier or domestic responsible person shall fill in the manufacturer

information of ingredients used in the product and upload the ingredient safety

information document issued by the ingredient manufacturer.

Ingredient Safety Information

Ingredient Submission Code

1. Trade name, basic information, production

process Provide safety-related information of
2. Quality control requirements Jan. 1, 2022 preservative, sunscreen, colorant, hair dye,
3. Assessment conclusions of international freckle removing and whitening ingredients.

authoritative organizations
4. Brief description of requirements for other

industries Jan. 1, 2023
5. Limitation requirements for risk substances

Provide safety-related information of all

ingredients.
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Part 1. IECIC, ECI and Formulation in China REACH24H

1.2 Ingredient Submission Code

“ Ingredient Submission Code: An ingredient code - a manufacturer code - an ingredient quality specification code

“ Automatically generated after the cosmetic ingredient manufacturer submits the ingredient safety information
through the online platform designated by NMPA (http://ciip.nifdc.org.cn/hzpYL/ylgsinfo).

W After submission, the ingredient code will be disclosed by the NMPA together with the ingredient trade name and
manufacturer information.

ftﬂﬁ%}?*ﬂff—f?{%,%\ﬁiaqzé Cosmetic Ingredients Safety Information Cosmetic Ingredient Manufacturer

Submission Platform

rs  meam Ingredient Composition fﬁﬁiﬁiﬁﬂ \ . : . :
- i » The actual production enterprise of the ingredient,

%A (DENDROBIUM OFFICINALE) #REX4) Ingredlent SmeISSIOn COde p p g

L B EEEas » The affiliated enterprise belonging to the same

2 CEBSRRSWERSY 002162 *xikins group company as the actual production enterprise
RENMEN R . .

3 pummE—em Ll of the ingredient,
£Ek (DENDROBIUM NOBILE) 12ER4) H 1 1 i

: e E— » The entrusting enterprise in the activity of entrusted
""" production of the ingredient.

5 BRIk AR R 006666%*xkkoiok

6 R MER DY SATREER A K 004106HHHkkokkksk j



http://ciip.nifdc.org.cn/hzpYL/ylgsInfo

Part 1. IECIC, ECI and Formulation in China

REACH24H

1.2 Ingredient Submission Code - Cosmetic Ingredient Safety Information Submission Platform

W Since 9 a.m. on December 31, 2021, the Cosmetic
Ingredients Safety Information Submission Platform

(http://ciip.nifdc.org.cn) has been in service.

W Cosmetic ingredient manufacturers or their authorized

enterprises can log on to the platform to submit
ingredient safety information.

[REHRERER

... Ingredient 102622-01098-405
{55505 submission Code 9

B [FFiE6am
Ingredient
Trade Name

metic Ingredients Safety  Nitp:/ciip.nifdc.org.cn/hzpYLlylgsinfo

NMPA online service platform

Cosmetic Ingredient Safety Information
account opening

Submission Platform account opening

. '

Bind the Cosmetic Ingredient Safety Upload enterprise entity certification documents
Information Submission Platform and wait for the review of user information

| |
.

Log in to the Cosmetic

Ingredient Safety information
Submission Platform

Hydantol 55K ) EEE KCI LIMITE

C #7 Manufacturer )

Name



http://ciip.nifdc.org.cn/

Part 1. IECIC, ECI and Formulation in China

1.2 Ingredient Submission Code - Required Application Documents

Requirements Documents

Enterprise Information

» Scanned copy of the stamped Enterprise Information Form,

» Enterprise entity certification documents of the ingredient manufacturer
(For overseas manufactures, it shall be notarized by the Chinese notary public or certified by the Chinese
embassy),

* Authorization letter issued by the ingredient manufacturer
(in the case of authorized submission).

REACH

Ingredient
Safety
Information

General Requirements

Basic information and manufacturing process

Quality control requirements and characteristic indicators

Limit requirements for risky substances (if applicable)

Assessment conclusions of international authorities (if applicable)

Brief description of the requirements for use in other industries (if applicable)

Other issues to be explained (if applicable)

Plant source

Pesticide residue report (if applicable)

Polymer ingredient

Please provide the degree of polymerization and average molecular weight (if any)

Please provide amino acid sequence

Microbial contamination, host pathogenicity, and control of toxic components (if applicable)

_ Oligopeptide
Special ingredient
Requirements 5
Biotechnology
sources
Fragrance

IFRA certification

Fragrance allergen
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Part 1. IECIC, ECI and Formulation in China REACH24H

1.2 In g redient Submis 3. Microbiological indicators (if applicable)
Assessment conclusion of international authoritative organization

W I mERILZEEEEICTFEED  cosmetic Ingredients Safety Information Submission Platform

F B% lﬁ*ﬂéﬁﬁk‘ Ingredient Composition ﬁﬂﬁi&ﬂ Ingredient Submission Code \
e

S EEAHE (DENDROBIUM OFFICINALE) 12EX4%

1 ATER 10000 3**H** KAk

2 TRBESRETYERTY 00216 2*****k*Kk ’-)
FEINPPER M = ER BE ke e e e ok

° mlLinEmE—R® 100006***xwx )
TEAH (DENDROBIUM NOBILE) $=2EXU

4 T"E% 10000 7 *** sk 1,

5 THEEEZKIZBER &L Q0B 66 G **kskkiksk

Th 6 A N BL PO F-ARNE BR BE w QB *hkkdhhk / .

T . sources, if applicable)
For compound ingre

[Other issues that need explanation]

The registrant, notifier or domestic responsible person (specific company name) is authorized by
the ingredient manufacturer (specific company name) to fill in the relevant content in Annex 14,
and the content is true, complete and accurate, hereby explained.

ChemLinked Webinar: Practical Guidance on Ingredient Submission Code Application
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https://cosmetic.chemlinked.com/new-webinar/china-cosmetic-compliance-practical-guidance-on-ingredient-submission-code-application

Part 1. IECIC, ECI and Formulation in China REACH24H

1.3 Existing Cosmetic Ingredient Regulation Forecast

\.

IECIC 2021 will be dynamically updated.

The “List of Permitted Cosmetic Whitening Ingredients
Is being drafted.

China to release the Safety and Technical Standard
for Cosmetics 2022 (STSC 2022).




Part 1. IECIC, ECI and Formulation in China REACH

1.4 Self-Updating the Notified Ingredient Safety Information

On December 8, 2022, China Cosmetics Notification System announced that a new function of "Ingredient Safety Information Self-Update”
had been added to the general cosmetics notification information system. The function can be utilized under the following conditions:

Conditions

For A The general cosmetics that has completed notification for the first time(cosmetics with no change history) and,

A The general cosmetics that have applied for information change(cosmetics with a history of change application)

If the content of raw materials used and the composition ratio and type of specific ingredients are the same,
1 but the manufacturer of raw materials and quality matters of raw materials are changed

2 When missing raw material safety information needs to be added
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Part 1. IECIC, ECI and Formulation in China REACH24H

1.4 Self-Updating the Notified Ingredient Safety Information

W Companies can update information such as raw material code
information and raw material manufacturers with

the [Self-update of raw material safety information] function, O SEeEr O zsaOOAmeEE
or write raw material safety information on their own. l
O Sirer & O Siner

@ In case of any changes in the types or contents of trace stabilizers, '
antioxidants, preservatives, and other components added to O AEMERHER R & ARSI e
ensure the ingredients’ quality, but the content of the ingredients
in the formula and the content of main functional components and O FR=2EXEaEs O FReSBEXEaeE
solvents in the ingredients have not been changed, the enterprise padint Sul

shall apply for notification change & RR=2E8ET%R] memee | & mw&%ﬁsaﬁﬁﬂ

i




PART 02

NCI Regulation and
how to put new
Ingredients in China
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Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.1 Definition and Classification of NCI

W Definition
Natural or artificial ingredients used for cosmetics for the first time in China are new cosmetic ingredients (NCIs).

*All ingredients excluded from the Inventory of Existing Cosmetic Ingredients in China (IECIC)

®  Classification

Classification Ingredients

Preservatives, sunscreens, colorants, hair-dyes,

High Risk . —
freckle removing and whitening agents

Low Risk Other NCls except for the high-risk NCls




Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.2 NCI Management

New cosmetic ingredients are subject to mandatory pre-market registration or notification with the NMPA.

Withdraw

meg High Risk Registration - R,\,ec?t'ifitg:ﬂgﬂ/

Certificate

mmmd Monitoring

Classification
Management

_____________________________________

5: Anti-hair loss, Anti-acne,
Anti-wrinkle, Anti-dandruff, Deodorant

_____________________________________

Notes: The medium-risk ingredients follow the notification process, but the safety requirements are the same with high-risk ingredients.




Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.2 NCI Management

Registration and Notification Procedures under New Regulations (Simplified)

Registration(High Risk) Notification(Low Risk)

RP Authorization RP Authorization
v ‘
Account Application Account Application
v A
Testing Testing
v
Dossier Compilation Dossier Compilation
J\ Annual Report in the l
— Format Review — 3-Year Monitoring Period —I submission Online B
A
5 working days I
< Technical Review [ Use in Cosmetics < P Notification Completed

90 working days \ITpproval I ¢

Disclose Information
P Registration E-certificate 1

5 working days

~ Technical Review =
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.2 NCI Management

Dossier Requirements for NCI Registration & Notification

Account Application

Information form of registrant and notifier;
Safety risk monitoring and evaluation system overview of registrant and notifier;
Original authorization letter of the domestic responsible person, and the original notarial certificate

(for oversea registrant and naotifier).

NCI Registration /
Notification

Basic information of registrant, notifier and the domestic responsible person;
Research and development report;

Research documents on preparation process, stability and quality control standards;
Safety assessment documents;

Technical requirement documents (open to public).
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.2 NCI Management
Monitoring Period

3 years from the date when the cosmetics using a new ingredient

y

Length

are notified or registered for the first time.

Annual Report
The registrant, notifier or domestic responsible person of NCI
shall submit an annual safety monitoring report to NMPA

within 30 working days before the expiration of the annual

safety monitoring period.
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.3 New Cosmetic Ingredient VS. Ingredient Submission Code

NCI Application Ingredient Submission Code Application
Applicable _ _ . : : . : :
. Only for ingredients which are not listed in IECIC For all cosmetic ingredients in IECIC
jects
Companies that want to use new cosmetic ingredients
Applicant in China and could take the main responsibility Cosmetic ingredient manufacturers
as an applicant
Get the approval to market the ingredient in China and Get the ingredient submission code and
Purpose _ " o : :
include it in IECIC deliver it to cosmetic companies

90



Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.4 Current Situation of NCls

® |n 2021: 6 Notified NCls

#S RIS &ES SEABK WS i¥15
1 p-AEEE SR S E TET.. ENEE=20210003 RIS EE R AERAS WEIER =2
2 BHERES 7 2R ERRE=F20210006 EEINEEL (Ew) ERAE EEiHA
3 U EMFE20210005 ERTH/RERAT RS
4 SERF ENzRE=EF20210004 FEEREEMREASRAS WA
5 BEFRSE ENERE$20210002 TSR EIR S WEER
6 N-ZBissaE ERRE=20210001 HiRPR S F el aiRr.. L
Acetylneuraminic Acid 131-48-6 2021/06/28
Lauroyl Alanine 52558-74-4 2021/06/28
B-Alanyl Hydroxyprolyldiaminobutyroyl Benzylamide / 2021/08/06
Tissue Culture of Saussurea Involucrata / 2021/08/13
Tetrafluoropropene 29118-24-9 2021/12/02
Sodium Lauroyl Methyl Isethionate 928663-45-0 2021/12/08
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Part 2. NCI Regulation and how to put new ingredients in China

2.4 Current Situation of NCls

In 2022: 42 Notified NCls (Duplicate filings included)

INCI Name CAS No. Notified Date

Cetyl Diglyceryl Tris (Trimethylsiloxy) silylethyl Dimethicone 1466529-58-7 2022/01/17
Nicotinamide Mononucleotide 1094-61-7 2022/01/24
Polymethylsilsesquioxane / trimethylsiloxysilicate 1402155-47-8 2022/01/25
Sodium Acryloyldimethyltaurate / VP Crosspolymer 1176663-96-9 2022/02/16
Bis-Cetearyl Amodimethicone 1126942-72-0 2022/02/23
Chenopodium formosanum Extract / 2022/03/07
B-Nicotinamide Mononucleotide 1094-61-7 2022/03/29

Zinc Hydrolyzed Hyaluronate / 2022/04/20
B-Nicotinamide Mononucleotide 1094-61-7 2022/04/29
Dendrobium Officinale Protocorm / 2022/05/18
Acetylneuraminic Acid 131-48-6 2022/05/31
Oligopeptide-215 / 2022/06/14
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.4 Current Situation of NCls

In 2022: 42 Notified NCls (Duplicate filings included)

INCI Name CAS No. Notified Date

Nicotinamide Mononucleotide 1094-61-7 2022/06/29
Amidinobenzyl Benzylsulfonyl D-Seryl Homophenylalaninamide Acetate 1393815-16-1 2022/07/05
Lard 61789-99-9 2022/07/06

Hydrolyzed Calcium Hyaluronate / 2022/07/12
Chlorotrifluoropropene 102687-65-0 2022/07/18

Silicone Ouaternium-20 280569-78-0 2022/07/20
Dimethicone / Bis-Isobutyl PPG-20 Crosspolymer 1043538-34-6 2022/07/28
Hydroxyethyl Imidazolidinone 3699-54-5 2022/07/28
PIPERIDINEPROPIONIC ACID 26371-07-3 2022/07/28

TMP Lauryl Dimethicone 1961223-88-0 2022/08/02
Cyclohexylglycerin / 2022/08/18
Polyurethane-34 / 2022/08/19
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.4 Current Situation of NCls

In 2022: 42 Notified NCls (Duplicate filings included)

INCI Name CAS No. Notified Date

Polyurethane-48 / 2022/08/19

Acetylneuraminic Acid 131-48-6 2022/08/19

Bakuchiol 10309-37-2 2022/08/26

Polylactic Acid 9051-89-2 2022/09/05

Saccharomyces / Pearl Ferment Lysate Filtrate / 2022/09/13

Acetobacter / Lactobacillus / Saccharomyces / Camellia Sinensis Leaf Extract / Sucrose Fermet Filtrate / 2022/09/13
Silicone Quaternium-26 1551351-87-1 2022/09/15

Palmitoyl Dipeptide-18 1206591-87-8 2022/09/15
Bis-diisopropanolamine-PG-Propyl Dimethicone/Bis-Isobutyl PEG-14 Copolymer 1253692-80-6 2022/09/20
Lauroyl / Myristoyl Methyl Glucamide 287735-50-6 2022/10/09

Sodium Hydrolyzed Potato Starch Dodecenylsuccinate 1218992-20-1 2022/10/13

Hibiscus taiwanensis root/stem extract / 2022/10/17
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Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.4 Current Situation of NCls

W In 2022: 42 Notified NCIs (Duplicate filings included)

INCI Name CAS No. Notified Date

Perfluorobutylethyl Stearyl Dimethicone 915223-67-5 2022/10/28
Cordyceps cicada mycelium extract / 2022/11/04
Euphausia Superba Oil / 2022/11/04
s TR AR BES BEAPN W& HiE
1 By SEE R S EER EEE20220034 REEEFARAE YSER
2 B-MABARR A EEIRET20220007 FERAS (Pl) EVRHEERA.. EMIER e
3 Rt RS EMZEES20220039 FEEMEE (BE) BRAS YR
41 AEEE — FESEESH/VP .. EiuEE=20220004 EEEERaRAT G foayes
42 EuEE Hi= (=HEESEE) .. EREE=20220001 MR (BkS8) BEaRas WSHIER oy
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Part 2. NCI Regulation and how to put new ingredients in China REACHZ24H

2.4 Current Situation of NCls

W In 2023: 5 Notified NCls (by mid-February)

Fe IR EER SR EEIN 7V ]
1 TR R R — ENR&E 20230002 R EIRAT YU VEAS
2 I3t EMRE20230001 TR ERAT U e
3 BB BRI B EN/ER 5720230005 EXEHRHE (L§) BIRAE MR
4 KR EBAESNE EH#RE 20230004 ERFE IR T il
5 SR ED MR 5220230003 ENE BRI RERAT SR VERS

Azelamidopropyl Dimethyl Amine 1272659-40-1 2023/01/04
Donkey Oil / 2023/01/04
TSR D / 2023/01/06
IKRa-AIRNEZNE / 2023/02/07

B- YRR ERAE R / 2023/02/08
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Part 2. NCl Regulation and how to put new ingredients in China REACH

2.4 Current Situation of NCls

Indications

Attentions on NClIs have been growing among

cosmetic industries and stakeholders

It can be estimated that the industry will see
a greater increase in the number of notified NCls

= D W~ U
oo O o o o

The number of NCls

o

Notified NClIs in China

42

6 S
2021 2022 Mid Feb. 2023

Year
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Part 3. Finished Product Registration REACH24H

. . — @ Provisions for Management of Cosmetic Registration and Notification Dossiers (May 1, 2021)
3.1 CSAR Supporting Regulations
— @ Provisions for Management of New Cosmetic Ingredient Registration and Notification Dossiers (May 1, 2021)
g R
Administrative — @ Cosmetic Classification Rules and Catalogs (May 1, 2021)
Measures on e al Guideli .
Cosmetic l— @ Technical Guidelines for Cosmetic Safety Assessment (May 1, 2021)
— @ . . m
Registration and — & Standards for Cosmetic Efficacy Claim Evaluation (May 1, 2021)
Notification
(May 1, 2021) '~ @ Administrative Measures on Cosmetic Labeling (May 1, 2022)
. J
'~ @ Supervision and Administrative Provisions on Children Cosmetics (Jan. 1, 2022)
— & Guidelines for Quantitative Classification Management of General Cosmetics
— & Working Rules for Management of Cosmetic Supplementary Testing Methods (Jul. 1, 2021)
l— @ Good Manufacturing Practices for Cosmetics (Jul. 1, 2022)
Cosmetic
Supervision and l— @ Measures for the Management of Cosmetic Adverse Reaction Monitoring (Oct. 1, 2022)
@ AdmmIStrE_‘tlon _SU_perVI_SIOH and l— @) Standards for the Management of Cosmetic Sampling Inspection
Regulation Administration Measures
(Jan. 1, 2021) @ on Cosmetics Manufacture — &) Key Inspection Points of Good Manufacturing Practices for Cosmetics
and Operation
_ . N L
(Jan. 1, 2022) € Working Rules for Cosmetic Risk Monitoring

M € Administrative Provisions of Cosmetics Inspection

' & Management Standards for Cosmetics Overseas Inspection 0 Im plem ented
— 3 Guidelines for Cosmetic Inspection 0 To beim p|em ented
@ Drafts

@ Instructions for Toothpaste Notification Dossiers

(/] Admlg‘:t_;zgl’:pr;:;sures €} Inventory of Existing Toothpaste Ingredients 8 To be released

€ Technical Guide for Toothpaste Supervision and Management
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Part 3. Finished Product Registration REACH

3.2 Updated Registration and Notification Procedures under New Regulations

Simplified

Notification
(General)

Registration

: Special: 12-16 months
(Special)

General: 4-6 months

RP Authorization RP Authorization

v

NMPA Registration At least one month S NMPA Notification
Account Application Account Application

Special: 5-8 months

Product Testing < General: 1-2 months — Product Testing
¢ (not include efficacy claim testing) l
Dossier Compilation Dossier Compilation
! }
— Format Review = ——] Submission Online [
5 working days \l\ l, 5 working days
— Technical Review — v P Notification E-certificate
90 working days \l Importation v

. A Post-notification
P> Registration JTEMINLL ) = Supervision (Random)
E-certificate days
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Part 3. Finished Product Registration REACH

3.3 Updated Registration and Notification Dossiers under New Regulations

Account

Application

Registration and

Notification

Application

1. Registrant and notifier information form and resume of the person in charge of quality and safety

2. Quality management system overview of registrants and notifiers

3. Adverse reaction monitoring and evaluation system overview form of registrants and notifiers

4. Domestic responsible person information form (applicable to overseas registrants and notifiers)

5. The original authorization letter of domestic responsible person and its original notarial certificate

6. Production enterprise information form and the information of person in charge of quality and safety

(applicable to registrants and notifiers who have self-production or entrust overseas production enterprises to produce)

7. The original certification documents of overseas manufacturing practices (applicable to overseas production enterprise)

. Cosmetics registration and notification information form and related documents (classification code)
. Product name information

. Product formula (ingredient submission code)

. Product executive standards

. Product label sample manuscript

. Product testing report

~N o oA O WN P

. Product safety assessment documents
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Part 3. Finished Product Registration REACH

3.4 Allows Low-risk General Cosmetics Stakeholders to Submit Self-testing Reports When Applying for Notification

On January 18, 2023, China’s National Medical Products Administration (NMPA) issued a notice, further optimizing the management measures
for the notification testing of general cosmetics. Notifiers or entrusted manufacturers of Chinese domestic low-risk cosmetics are allowed to
conduct self-testing and submit the product self-testing reports as part of notification dossiers

Cosmetics notifiers who meet the following prerequisites can conduct self-testing per relevant requirements for cosmetics
technical specifications, and submit the self-testing reports issued by themselves or the entrusted manufacturers
when applying for notification

1) For general cosmetics, the company adopts testing methods as the quality control measures, rather than non-testing methods;
2) The general cosmetics’ production process has been included in the scope of daily supervision of provincial medical products
administration authorities;

3) The product safety risk assessment results can fully confirm the product’s safety.

NMPA's relaxation of the restrictions on notification testing aims to delegate the right of notification testing to enterprises,
let enterprises more deeply involved in the supervision of cosmetics, and promote enterprises to improve self-discipline
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Part 3. Finished Product Registration REACH

3.4 Allows Low-risk General Cosmetics Stakeholders to Submit Self-testing Reports When Applying for Notification
The self-testing reports will not be accepted at the time of notification for cosmetics with the following circumstances

1) The product claims to be used by infants and children;
2) The product contains new cosmetic ingredients that are still under safety monitoring;
3) The product claims to have the efficacies of acne-removing, nourishing, repairing, anti-wrinkle, anti-dandruff, deodorant, etc.;

4) Other circumstances where the product may have relatively high safety risks.

Cosmetic notifiers or entrusted manufacturers carrying out self-inspection shall:

1) Obtain a cosmetics production license in accordance with the law, have corresponding testing capabilities, have and continue to
implement the testing management system and laboratory management system, and carry out testing and issue reports per the
testing items and relevant testing requirements stipulated in the Working Rules;

2) Incorporate the self-testing work into the cosmetics quality management system, be equipped with testing equipment and
facilities that meet product testing requirements, have corresponding quality testing departments or full-time testing personnel,

and strictly control the testing process.
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Part 3. Finished Product Registration

3.5 Animal Testing Exemption

On May 1, 2021, China implemented the finalized Provisions for Management of Cosmet

As per the finalized Provisions, imported general cosmetics were exempted from animal f

¥ 4 Exceptions
» Special cosmetics categories; Be sure to check if your products fall into general
cosmetics(excl. whitening, hair perming, hair dyes, sunscreen)

* Infant and children cosmetics

« Cosmetics using new ingredients during the monitoring period

« Cosmetics whose notifier/RP/manufacturer is listed as a key supervision target
NMPA

¥ 2 Preliminary Requirements
+  GMP certificate issued by the government of the country of origin : GMP certified by
UK authority - Good to go without animal testing / cf. Republic of Korea

« Safety assessment report can fully confirm product safety

State of Nefn Jersey

DEPARTMENT OF HEALTH
SUMER, ENVIRONMENTA \ AND OCC NAL HEALTH SER

TRENTON, N.J, 08625-0369

www.nj.gov/health

GOOD MANUFACTURING PRACTICE CERTIFICATE

This is to certify that manufacturer name operates a manufacturing facility,
license/registration number located at manufacturer address
This Cosmetics manufacturer is inspected by the
New Jersey Department of Health, Consumer, Environmental and Occupational
Health Service. The said facility is subject to the statutes and regulations of the
New Jersey Food and Cosmetic Act and the United States Food, Drug, and
Cosmetic Act, which include the current Good Manufacturing Practices (cGMP).

This certificate is valid for 3 years from the below listed date.

Dated at Trenton, New Jersey: March 18, 2021 )

Sl q\qbﬂ nd swor 1o before me this
dayof .\ | A _200\ Peter J. DeTr
nmanta

(/Iv\

Wi S sentist
U.J:‘m Health and Food F‘rc'ecz‘c‘ Program

“Notary Public of the State of New Jersey

Example of GMP Certificate
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Part 3. Finished Product Registration REACH

3.5 Animal Testing Exemption

An example of imported cosmetic product exempted from animal testing:

Product Name THE BODY SHOP SHAMPOO GINGER

Product Type Shampoo

Notifier The Body Shop International Limited

Country of Origin The United Kingdom iy
Ol I=I=IIWVI (o] [3Al Shanghai Municipal Medical Products Administration

Notification Date Dec 10, 2021

Source: NMPA Website
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Part 3. Finished Product Registration REACH

3.6 Safety Assessment

Starting from Jan. 1, 2022, cosmetic registrants and notifiers shall conduct cosmetic safety assessments in accordance with the Technical Guidelines for Cosmetics
Safety Assessment and submit product safety assessment report. Cosmetic product safety assessment should be based on the assessment of all the ingredients and
possible risk substances. If there are chemical or biological interactions between certain ingredients, the risk substances or potential safety risks arising from the

interactions should also be assessed.

Content Necessary for Cosmetic Product Safety Assessment Report

Content Necessary for Cosmetic Ingredient Safety Assessment Report

. Abstract

. Product introduction

. Product formula (list all the ingredients and their percentages in descending order)

. Formula design principles (only for children cosmetics)

. Safety assessment of each ingredient in the formula: hazard identification,

dose-response assessment, exposure assessment, risk characterization

. Assessment of possible risk substances

7. Risk control measures or recommendations (such as warning, application methods,
target users)

8. Safety assessment conclusions, generally including product physical and chemical
stability assessment conclusions; product microbiological stability assessment
conclusions; human safety data, including clinical data, consumer use research,
adverse reaction records; testing conclusions, assessment conclusions of each
ingredient)

9. Signature of the safety assessor

10. Resume of the safety assessor, including the assessor’s educational experience,

cosmetic industry experience, professional training experience, etc.

11. References

12. Annexes, including testing reports, proof of involved ingredients quality

specifications, etc.

ga b~ wN PP

(]

1. Abstract
2. Ingredient physical and chemical properties
3. Safety assessment process: hazard identification, dose-response assessment,
exposure assessment, risk characterization
4. Analysis of assessment results, including the analysis of the completeness, reliability,
and scientificity of the documents in the assessment process and data uncertainty
analysis.
. Risk control measures or recommendations
. Conclusion of safety assessment
. Signature of the safety assessor
. Resume of the safety assessor, including the assessor’s educational experience,
cosmetic industry experience, professional training experience, etc.
9. References
10. Annexes, including testing reports, proof of involved ingredients specifications.
If there is a risk substance, the risk substance assessment conclusion and
documents or the risk substance testing report shall be provided.

0 N O Ol

*The safety assessment documents shall be updated in time as needed, and the storage period should be at least ten years after the shelf life of the last batch of products on the market.
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Part 3. Finished Product Registration REACH

3.6 Safety Assessment

Before May 1, 2024, companies are allowed to submit a simplified version of safety assessment report. The simplified report does not require
preservative challenge testing, stability testing or packaging material compatibility testing, and can adopt one of these four types of evidence.

Recognized Evidence for Simplified Safety Assessment Report

The restricted ingredients, permitted preservatives, permitted sunscreens, permitted colorants,

They must meet the use requirements in STSC.
and permitted hair dyes listed in the Safety and Technical Standards for Cosmetics (STSC). y a

Frequently-used websites or standards:

. CIR: https://www.cir-safety.org/ingredients

. Standards of flavors: GB/T 22731-2017, IFRA standards

. SCC.: https://ec.europa.eu/health/scientific_committees/consumer_safety _en

2 Safety limits or conclusions published by domestic or foreign authoritative organizations.

Ancillary information needs to be provided, as follows:
. Domestic special products and imported products: registered or notified formula
(must be consistent with the formula submitted at the time of application),
roduct registration license/notification certificate, and the product sale certificate
The ingredient concentration in the enterprise’s marketed product (has been on the market P . g . .p . . .
3 o o . Domestic general products: the production records, technique sheets, ingredient lists
for at least three years) of the same application method and application area. . . . .
which include the contents of ingredients or from which the contents can be calculated,
hygiene permit and the product sale certificate
+  Description of adverse reaction monitoring situations
. Other supporting documents

The ingredient concentration in the products to be assessed should not be higher than the

4 Ingredient highest historical use concentration announced by the regulatory authority. e i aresl] vee EenEaTiEen enneess) 5y e fes Aty Eui e
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Part 3. Finished Product Registration REACH

3.6 Safety Assessment

On August 1, 2022, China National Institutes for Food and Drug Control (NIFDC) released the draft Technical

Guidelines for Special Cosmetics with Freckle-removing and Whitening Efficacy (Guidelines) for public consultation.

“‘Recognized evidence for a simplified safety assessment report does not apply to freckle-removing and

whitening agents.”

When assessing the safety of freckle-removing and whitening agents in the formula, registrants can choose to,
a. adopt the safety limits announced by regulations or approved by the regulatory authorities in other countries/
regions to prove the ingredient safety;

b. fully assess the ingredient safety according to the risk assessment procedures specified in Technical Guidelines

for Cosmetics Safety Assessment.
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Part 3. Finished Product Registration REACH

3.6 Safety Assessment

Qualification Requirements for Safety Assessors

Have professional knowledge of cosmetics
guality and safety such as medicine,
pharmacy, biology, chemistry, or toxicology,
understand the cosmetic or ingredient
production process and quality and safety
control requirements, and have more than
five years of relevant professional
experience

Be able to consult and analyze chemistry,
toxicology, and other related literature
information, analyze, assess, and
interpret relevant data

O

Qualification

>

Be able to analyze cosmetics' safety
fairly and objectively and conduct safety
assessments based on a comprehensive
analysis of all available data and
exposure conditions, and be responsible
for the scientificity, accuracy, authenticity,
and reliability of the assessment report

Be able to regularly receive
corresponding professional training,
learn relevant knowledge of safety
assessment, understand and master
new safety assessment theories,
techniques and method and use
them in practice.
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Part

3. Finished Product Registration REACH24H

3.7 Cosmetic Labeling

3

© 00 N O O b~ W

. The name and addr¢
. The product execu
. Full ingredients lis
. Net content
. Durability

. Application method

. Safety warnings

On June 3, 2021, China released the finalized Administrative Measures on Cosmetics Labeling and implemented it on May 1, 2022.
The Measures spells out the requirements for the labeling and prohibited claims of cosmetics under China's new cosmetic regulations.

shall also be labeled

A ——————
PERHTAITE PR IIRE PR

roduct executive standard number

R TRV ERS: 29208

= ASBIE:

10.Other content presad EFEFouERS: g R

Notes:
» For products with packa

» For products with a net

packaging. The items 1 An example of executive standard number generated by the system

responsible person

2 panel of the sales

pbe indicated in the leaflet.
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Part 3. Finished Product Registration

REACH24H

3.7 Cosmetic Labeling

An example of imported cosmetic product label:

product name |:

batch number/durability

executive standard number

ingredients

other trace ingredients

100%BEMEL, B3 eI B4
AR A HE QTR

51 8 BT, SRR ST ENE VI & /R 18
FABS D B B BRI A TR R M H 2508 TIEIF5

BENEEHEBRLM. S LBIHR, MBS,

PR B R NBEELFIFIERRE
£ S/MRIAERAN: D%
RITIRE RS B E&# T (P) 2021501878

AR5} oK. BER RS R BRI R A R, S, D R AR TR 2N

R RLRIEE-20, . R PREEGUREE PG-IHRH. & (Apis mellifera) &.
PEG-120 FREAM IR ZHME. I LK RE = PREELR. FH. KI5,

application method

FLNE ST B340 (SALIX ALBA) B BZHRERY). EDTA Z$A. 3% (BETULA ALBA) 1 RZ4Z BV,
2 (ZINGIBER OFFICINALE) 4R S7AR7. =Ry,

N RS SRS BERESOERET AR, ABAKSHT

safety warning

SERL SRR, S SLRDIRE it AR R SR S5, EFW. R,
L B R R A RTNE RSN AR BN, £

BREAB/MhL: &) HERRAER 2 5)/ Watersmead,

notifier's name and address

/ Littlehampton, West Sussex, BN17 6LS, United Kingdom

ontyclun, CF72 8TZ

/iFfEﬂkGW/lﬂhk:FlLLCARE / Lanelay Road, Talbot Green,
P

IHABHEA L #/30ik R 45\ (£38) BREMASF)/
15 985309%

production enterprise’s name and address |u\ox e i mhebodyshop.com

domestic responsible person’s name and address

THE BODY SHOPI

|
1 Ek/iE :
: SHAMPOO |
| GINGER |
|
RIPIERRE |
SUITABEE TOUR SENSITIVE STALP

B Sk RIE
ANTI-DANDRUFF
=8

L
n
S

etco
3
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Part 3. Finished Product Registration REACH

3.8 Children Cosmetics

On Oct. 8, 2021, China NMPA promulgated the finalized version of Supervision and Administration Provisions on Children Cosmetics and implemented it on Jan.1,
2022. Compared with adult cosmetics, the Provisions stipulated additional and stricter requirements for children cosmetics, including ingredient use,
safety assessment, labeling, registration and notification, etc. Then on Apr. 11, 2022, China consulted on the draft of Technical Guidelines for Children Cosmetics,
which further clarified the specific requirements for children cosmetics.

Children Cosmetics Scope

Children cosmetics refer to cosmetics for
children aged 12 and under. In addition to
age restrictions, the following two products
are also regulated as children cosmetics:

* Product labeling "applicable to the whole
population," “for the whole family," etc.; or

* Product using trademarks, patterns,
homophones, letters, Pinyin, numbers,
symbols, packaging, etc. to imply that the
target users include children.

Ingredients with a long history of safe use
shall be selected. New ingredients in the
monitoring period, ingredients prepared
by new technologies such as genetic
technology or nanotechnology

shall not be used,;

Functional ingredients for freckle-removing,
whitening, anti-acne, depilating, deodorant,
anti-dandruff, anti-hair loss, hair dyeing,
and hair perming are not allowed for use;

The scientificity and necessity of ingredients
used in formulas of children cosmetics should
be assessed.

&

Safety Assessment

During children cosmetics safety
assessment, the physiological
characteristics of children shall be
considered in aspects such as hazard
identification and exposure calculation;

Stakeholders are required to submit both
toxicological testing report and safety
assessment report during registration and
notification, meaning that animal testing is
still mandatory for children cosmetics.
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Part 3. Finished Product Registration REACH24H

3.8 Children Cosmetics

On Oct. 8, 2021, China NMPA promulgated the finalized version of Supervision and Administration Provisions on Children Cosmetics and implemented it on Jan.1,
2022. Compared with adult cosmetics, the Provisions stipulated additional and stricter requirements for children cosmetics, including ingredient use,
safety assessment, labeling, registration and notification, etc. Then on Apr. 11, 2022, China c " s for Children Cosmetics,
which further clarified the specific requirements for children cosmetics. /

N

JLE ¥ oo

F/\

JLE X1 oo

S0Omi/1 691 oz
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Part 3. Finished Product Registration REACH

. . . . . . ‘e . A: Products registered/notified before Apr. 30, 2021
3.9 Key Points in Time for Cosmetic Registration and Notification B: Products registered/notified from May 1, 2021 to Dec. 31, 2021

C: Products registered/notified from Jan. 1, 2022 to Apr. 30, 2022
D: Products registered/notified from May 1, 2022 to Dec. 31, 2022
E: Products registered/notified after Jan. 1, 2023

2021.05.01 2022.05.01 2023.05.01

> Adm?nis?rative Measures on Cosmetic Registration and B have been uploaded the abstract of efficacy » A have been supplemented with the abstract of
NOtlflCat_lon angl its ;upportmg r_u_les_came "?tO force. _ evaluation basis (some provincial MPA have efficacy evaluation basis and human body efficacy

> Cosr_nehcs registration qnd nptlflcatl(_)n service plat_form put into extended the deadline to Dec. 31, 2022). evaluation testing report (for registered whitening
service. Spe_C|aI cosmetics Wlth appllca_tK_)ns sut_)mltted on the _ ~ B have been submitted human body efficacy and freckle-removing and anti-hair loss cosmetics).
previous online plgtform but W|th0ut_ga|n|ng_reV|ew decision will evaluation testing report of registered whitening ~ A, B, C and D have been supplemented with the
continue to be reviewed on the previous online platform. and freckle-removing and anti-hair loss cosmetics. safety information of all the ingredients in the

> Except f_or_A, the registration z_zlr_1d r!ot|f|cat|on of a new product . D and E shall label cosmetics according to new product formula.
should fill in the product classification code, the source of the requirements. » A, B and C have been updated the labels
product ingredient and the product name information. according to new requirements.

> All general cosmetics began to submit annual reports.

» For the registration and notification of C containing functional ingredients such ~ A have been supplemented with product
as preservatives, sunscreens, colorants, hair dyeing, freckle-removing and classification codes, executive standards, _ -
\évl:w!)trirllltr;% agents, the corresponding ingredient safety information should be label samples, formulas of domestic > ré\l;vll:lt); rsehg(;stlzr:dg;gittlftlﬁg
» C, Dand E began to upload the abstract of efficacy evaluation basis. ?)fegsgéli;?gigﬁé:gglibsggggre? prodt et full
> ,rAellpgrr(t).ducts began to submit a simplified version of the safety assessment . E begin to submit safety-related version of safety assessment
> Registrants and notifiers who have opened temporary user permissions have information of all the ingredients. reports.

supplemented the overview of the quality control system and the adverse 2022.01.01 2024.05.01

reaction monitoring and evaluation system.
» Cosmetics registrants and notifiers shall keep the samples and records of
each batch of cosmetics.

» Children cosmetics regulation came into effect. 2023 . Ol . Ol
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Part 4. Efficacy Claims regulation REACH24H

4.1 Regulatory Changes

W Implementation Date

January 1, 2022

W Regulatory Requirement
a. Efficacy claims of cosmetics shall be supported by sufficient
scientific basis, which includes literature documents,

research data, or test reports of efficacy evaluation test;

b. The abstract of the efficacy evaluation basis shall be uploaded

to the website designated by NMPA.
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Part 4. Efficacy Claims regulation

4.2 Efficacy Claims Requiring Evaluation

Efficacy Claims Evaluation Basis Evaluation Methods Evaluation Institutions

Anti-hair loss, freckle-removing /
whitening, sunscreens

Anti-acne, repairing, nourishing

For sensitive skin, tear-free formula

Anti-wrinkle, firming, oil-control,
exfoliator (not physical form),
prevent hair breakage, anti-dandruff,
mild (no irritation), any specific
guantitative indicators

Moisturizing, haircare,
special claims on the raw material

Any other new efficacy claims

Human trial

* Human trial
e Consumer use test

* Human trial

* Consumer use test

* Labtest

« Literature or research data
(supportive)

« Literature or research data
* Human trial

* Consumer use test

* Labtest

The evaluation method should
be selected according to the
specific efficacy claim

Methods prescribed in mandatory national standards and technical norms

Methods prescribed in mandatory national standards and technical
norms for cosmetics in China;

Methods specified in other relevant regulations, national standards and
industry standards in China;

Methods prescribed in relevant foreign regulations or technical
standards;

Methods released by domestic or international authoritative
organizations, technical institutions and industry associations,
methods published in professional academic journals and magazines,
or self-drafted and developed methods (method transfer, confirmation
or validation is required)

Methods prescribed in mandatory national standards and technical
norms for cosmetics in China;

Methods specified in other relevant regulations, national standards
and industry standards in China (method validation is required);
Methods prescribed in relevant foreign regulations or technical
standards (method validation is required);

Methods released by domestic or international authoritative
organizations, technical institutions and industry associations,
methods published in professional academic journals and magazines,
or self-drafted and developed methods (method validation is required).

REACH

NMPA accredited
labs in China

Both Chinese and

international institutions

are acceptable

NMPA accredited
labs in China
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Part 4. Efficacy Claims regulation

4.3 Efficacy Evaluation Report and Abstract

REACH

Necessary Contents Submission Requirements

Efficacy
Evaluation
Report

Efficacy
Evaluation
Abstract

v Name and address of the cosmetic registrant, notifier
or domestic responsible person and other related information
v Name and address of the efficacy evaluation institution
and other related information
v Product name, quantity and specification, production date
or batch number, color and physical state and other related
information
v’ Test items and basis, test start and end dates, materials and
methods*, test results, test conclusion and other related
information

v Product basic information

v’ Efficacy claim evaluation items and evaluation institution
v" An overview of evaluation method and result

v Evaluation conclusion

The human efficacy evaluation test report of sunscreen,
freckle-removing (whitening) and anti-hair loss products must be
submitted to the review department together with the registration
documents;

The reports of other efficacies effects can be archived by
companies for future inspection.

The evaluation abstract of all efficacies must be uploaded to the
NMPA designated website for disclosure;

Evaluation abstracts shall be archived for future inspection
together with the efficacy evaluation basis. If the efficacy
evaluation basis is in a foreign language, it shall be translated into
standard Chinese. The product formula for the efficacy evaluation
shall be consistent with that for cosmetic registration and
notification, the documents proving the consistency shall be
archived together with the efficacy evaluation basis.
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Part 4. Efficacy Claims regulation REACH24H

4.3 Efficacy Evaluation Report and Abstract

HOSBEHXUMEEERE

HiEEE
N
[BExi=E]
Zma#: Product Name SERS: Nofification No. EHMIMEH=
ThilE#: Efficacy Claim 09 &%, 18 #=i fERIEBGE: Application Area 05 ESE
Zmf®: Dosage Form 02 FiE A BY: Target Users 03 ZEAE
R Use Method 02535 &FitiilA: Remarks
"—"E’EIM B
BOUU/ 2 4) =T simy
1=1_ELEET_¢._%D TR ES
ThEGE St %ﬁjﬁﬁZHE‘ﬁ‘Fﬁ i, BRI TIFERES
. (> (O%HTEES) , Bl FEx, S
Efficacy Evaluation R R AR RIS R
Conclusion =, #EL. ItEFEEESTER.
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Part 4. Efficacy Claims regulation REACH24H

4.4 Efficacy Evaluation Exemption

@ Product with efficacy that can be directly recognized by vision,
smell or other senses

* Cleansing  Hair perming
* Makeup removing  Hair color maintaining
 Beautifying and embellishing + Depilating

» Fragrant  Deodorizing
* Body refreshing « Shaving and barbering
* Hair dyeing

W Product with efficacy that is achieved through the simple physical
application, adhesion, friction, etc., and is clearly indicated
"physical effects only" on the label

» Whitening through the physical application
 Physical exfoliation

 Physical removal of blackheads
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Part 4. Efficacy Claims regulation REACH

4.5 Transitional Measures

Starting from January 1, 2022, cosmetics registrants and notifiers shall evaluate
1 the cosmetic efficacy claims in accordance with the Standards and upload the evaluation

abstracts on the website specified by the NMPA.

For cosmetics registered or notified before May 1, 2021, the cosmetics registrants or
2 notifiers shall evaluate the cosmetic efficacy claims in accordance with the Standards and
upload the evaluation abstracts before May 1, 2023. If the efficacy claim cannot be
supported by the evaluation result, a change application can be filed before May 1, 2023.

For cosmetics registered or notified between May 1, 2021, and December 31, 2021,
3 the cosmetic registrants or notifiers shall evaluate the cosmetic efficacy claims
in accordance with the Standards and upload the evaluation abstracts before May 1, 2022.
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Part 4. Efficacy Claims regulation

4.6 Existing Challenges

Weak evaluation capabilities
and shortage of talents

a. Current evaluation capabilities

of the industry especially the

SMEs in China are relatively wealk;

b. Talents for efficacy evaluation is not
enough;

c. Data collection and accumulation is
not that easy.

a. The evaluation period can range
from several months to more than
one year;

b. The human trial must be done in
Chinese testing institutions, while
currently the number of the qualified
testing institutions is limited;

c. Evaluation of some efficacies are
very expensive.

REACH

&

Inconsistent evaluation
standards

a. The current industry's efficacy
evaluation standards are not uniform.
Only several efficacies have clear
standards released by NMPA,;

b. Some testing institutions are still
confused about which method is more
objective and effective.
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THAT’S A WRAP.

ABOUT

BeautyMatter is a media and consultancy company that
informs and connects the beauty industry and beyond.

CONTACT

Kelly Kovack
CEO and Founder
kelly.kovack@beautymatter.com

John Cafarelli
COO
john.cafarelli@beautymatter.com
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