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ABOUT THIS REPORT

B R A&

Modern
Beauty Salon
Holdings Limited (the
“Company’) and its subsidiaries (the “Group” or
“Modern Beauty") is a leader of the beauty industry in Hong
Kong offering professional treatments as well as quality services and
products with natural ingredients.

The Group provides various comprehensive high-quality beauty, slimming and facial services
including, inter alia, skincare, slimming, hairstyling, cosmetics, manicures, pedicures,
electrology, and aesthetics services. In an effort to further strengthen its leading market
position, the Group introduced a number of innovative beauty, slimming and antiaging
treatments and machineries during the year ended 31 March 2019 ("FY2019" or “the year under
review’). Besides, the Group also had a total of 12 stores under the names of “p.e.n” and "be
Beauty Shop”, locating across Hong Kong, Kowloon and New Territories.

Modern Beauty is pleased to present this ESG Report as a means to demonstrate the Group's

approach and performance in terms of sustainable development for the year ended on 31 March

2019. This ESG report is prepared in compliance with the ESG Reporting Guide as set out in

Appendix 27 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited.
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Dear stakeholders,

On behalf of the Board of Directors of the Company, | am pleased to
introduce this ESG report to our stakeholders, demonstrating in details the
Group’'s approach and performance in terms of sustainable development for
the year ended on 31 March 2019.

As a service group, we care for the genuine feelings and needs of our clients
and are committed to continuously improving our service by introducing
innovative beauty, slimming and antiaging treatments and machineries to
customers.

We understand that the climate change and environmental problems have
changed the consumption practice of our customers, paying more attention
on the environmental influence of products and services. Hence the Board
has built a management team to monitor ESG performance who reports
directly to the Board. Environmental related risks are analysed by the Board
and corresponding measures are taken to manage those risks and try to

turn the risks into opportunities.

To minimise our impacts on the environment, Modern Beauty has controlled
the resource consumption during operation and considered hypoallergenic,
non-toxic, and oil-free chemical products and products containing natural

fragrances in priority during procurement.

Employees are considered as the most important asset of Modern Beauty
and we offered training courses designed for specific employees to assist
career path building and professional skill improvement.

Dr. Tsang Yue, Joyce
Chief Executive Officer

A LETTER TO STAKEHOLDER
HEMENE

BN E:

RAABRRARAEFTE  MARRMNFN
EREARE HEREARBRS  HARTA
EEBE_T-NAFA=ZT - HLEFEEARF
BRRITENHHEERR -

FR—FZRBEEE  RMABLEFPMEERR
&R XBROANBBSERFMOHEE W8
FARERERBERATHRERMBEE,H
AR5 -

BOTHY  [REZCNREHECERETE
FEOREBEMN EMEIEMMEREERED
%@°Em'§$@%3*§%ﬁ@%%%§%

R OHEMNERRATEERNEFERS - &
$@ DT IR E AR A R R I%Hﬁﬁhm
REBZERE  WHAESRERELREE

REERSHERENZE RRXTEHNEE
HEMERAR TR RBBETELZSED
B EBEE TS RBACEERNIRAR
BT EES

BERBARBERXAREZNEE  RARHK

HERAFTERERANEIRIE  UBBBEE
BERREERERTT -
R
17 B 48 L
RBREXBERERAT 3

RIE M BREBHE2018/19



The Board of the Company is engaged in the identification of ESG related
risks and management of ESG issues. A specialised staff is assigned to
manage ESG related issues and report directly to the Board, from whom the
Board acknowledges the specified ESG issues and the present management
measures. Through the risk management structure, the Group identifies and
values risks in a systematic manner and then establish risk-relief strategy
to alleviate the impact of risks on the Group. When risks appear, relevant
department will analyse the causes of the risk and establish temporary risk
management measures after cross-functional coordination.

BOARD PARTICIPATION
Exgsn

During the year under review, the Board focused on 4 main sustainability
issues in operation. The details of the focused issue and corresponding

measures are presented below:

Besides,

Emissions BEK

Reduce the amount of emissions discharged to the air and the
consumption of electricity and twongas. The disposed package
materials are the main source of solid waste of the Group.
Modern Beauty simplied th package of the products and use
environmentally friendly materials as package materials.
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Employment {E{&

Established promotion standard to encourage employ-
ees to improve their performance. As a equal oppertunity
employer, the Group is committed to anti-discrimination
and provide equal opportunity to create a fair, respectful
and diverse working environment.

BUBTHZE  HEEERS TIEER - (FATYSE
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As awareness of environmental protection increases,

Modern Beauty has developed its sustainability strategy with aims to create
sustainable values to its stakeholders and brought positive impact to the
environment and society. In order to carry out the sustainability strategy
from top to bottom, the Board of the Company has ultimate responsibility
for ensuring the effectiveness of the Group’'s environmental, social and
governance ("ESG”) policies. The Group is also committed to constantly
reviewing and adjusting the Group’'s sustainability policies to satisfy the
ever-changing needs of its stakeholders.
approach in environmental and social aspects can be found in the different

sections of this ESG Report. The Group believes that sustainability is

essential to the long-term development of the Group.
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the greatly changed climate will increase customers’ concern
on environmental impact of the Group's products. Organic products will
gain more market share compared to other products in the industry.
companies who
incorporate green value into operation will gain more market share.

Details of its management
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Use of Resources &5 {& A

Water useage efficiency, control the packaging material
usage and use large volume cleanser.
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Health and Safe Working
Environment 2 FEEZ 2 H
THERIR

The Group is committed to provide employees with
safe and comfortable working environment. The Group
has provided employees with personal protection
equipment and used shift working schedule to ensure
employees’ health and safety. Warning signs are
placed at dangerous areas to aviod any accident.
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REPORTING PERIOD AND SCOPE OF THE REPORT
BEREHEREE

This ESG Report covers the environmental
and social performance within the operational
boundaries of the Group on service centres providing
beauty and wellness services in Hong Kong. The reporting period
of this ESG Report is the financial year from 1 April 2018 to 31 March
2019, unless specifically stated otherwise. This ESG Report will be issued on
an annual basis.
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INFORMATION DISCLOSURE

The information in this ESG Report was gathered from the official
documents, statistics, consolidated information on supervision, information
on management and operation conducted in accordance with the relevant
policy, internal quantitative and qualitative questionnaires based on the
reporting framework, and sustainability practices of the Group. This ESG
Report was prepared in both English and Chinese and has been uploaded
to the Group's website at www.modernbeautysalon.com. For any conflict or
inconsistency, the English version shall prevail.
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Effective communication with both internal and external stakeholders is
regarded as essential to the Group in many areas. Effective communication
not only deliver the Group’s commitment to long-term value creation to
stakeholders who care about the level of sustainable development of the
Group, but also helps the Group better understand those issues considered
important and relevant by different groups of stakeholders.

With the goal to strengthen corporate sustainability approach and
performance while enhancing stakeholders’ awareness of ESG and
sustainability issues, Modern Beauty has paid heed to the opinion of its
internal and external stakeholders. The Group highly values the feedback
from its stakeholders and takes initiative to build a relationship of mutual
trust and mutual support with them through their preferred communication
channels, which are listed in the table below.

STAKEHOLDER ENGAGEMENT
R ES R

AEE-BERBERNBRIIBNRFDELETE
MEVBER HZHELOBREEE - FREED
BREBAOCAEEAFERRNFTHEBRAR
SEAERHAERENEE RETEAHAK
EEERETHIARAENNFNERREER
HEARERE -

RERCERATHEETHERRRNERERE B
RRESHNHDEHRE HERERRAUFESR
EREBNAM AAXTHEERERNSRINR
FOEZER AEBSEERFHEZOR
ER UBERONDEFRLEMNRBEEE TR
FEEEENMHEEXHENBEER ASET2B
WIRMAIENEBREETNHNERLBE -

COMMUNICATION WITH STAKEHOLDERS HEHEBE
Expectations and concerns Communication Channels
HERBEER BARE
1 Government and — Compliance with laws and regulations; — Supervision on compliance with local laws and
regulatory authorities BErEEER regulations;
BNEEEHE — Sustainable development. ELSRBTTE A EERE 2B

AREER -

2 Shareholders — Return on investments;
R® % & B :
— Corporate governance;
hEESD:
— Business compliance.

EBAaR -
3 Employees — Employees’ compensation and benefits;
BT BTHmMEMBRN:
— Career development;
BEER

— Healthy and safe working environment.

REMZ2HITERE -

4 Customers — High quality products and services;
BE mmENERMRE
— Protection of the rights of customers.

REZPEER -

5 Suppliers — Fair and open procurement;
#rEmH NS SN i
— Win-win cooperation.
EHAIE-

6 General public — Participation in community activities;
DR S B[R EE
— Business compliance;
XA

— Environmental protection awareness.
REREEH -

— Routine reports.
BFREE -

— Regular reports and announcements;
EHRENAS:

— Regular general meetings;
FHBRRAE

— Official company website.

RAE B -

— Performance reviews;
BMES:

— Regular meetings and trainings;
EHgZEMEIN

— Emails, notice boards, hotline, and employee
activities.

B - BER RGREIE -

— Customer satisfaction survey;
EEREERHE:

— Face-to-face meetings and on-site visits;
SEMBRIGIHH

— Customer service hotline and email.

EPREABMNET WM -

— Open tendering;
NGESSEN

— Suppliers’ satisfactory assessment;
HEEHmEE TG

— Face-to-face meetings and on-site visits.

BEAMRGHHE

— Public welfare activities;
NHEBRES

— Media conferences and responses to
enquiries.

BiegzkOEEN -
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STAKEHOLDER ENGAGEMENT
FthE2 R

MATERIALITY ASSESSMENT

Since ESG risks and opportunities for companies vary across industries and
depend on specific business patterns of companies, the Group undertakes
an annual review in identifying and understanding its stakeholders” main
concerns and material interests for the ESG report. In FY2019, the Group
engaged its stakeholders to conduct a materiality assessment survey
initiated by a third-party agency in order to guarantee the accuracy and
objectivity of evaluation. Specifically, internal and external stakeholders
including customers, suppliers, business partners, board members and
employees from various business units of the Group were chosen and
assessed based on their respective influence and dependence on the
Group. Stakeholders were invited to express their concerns on a list
of sustainability issues via an online survey to pinpoint the ESG issues
that were identified as material to the Group’'s business development
and strategies. After prioritization of all ESG issues by way of scientific
materiality assessment, the Group eventually formulated a materiality
assessment matrix below, which could genuinely reflect the real concern of
its stakeholders on ESG matters and facilitate the Group to develop actions
plans for effective ESG management.

EEMNMA

HRAEARAERE HERERITENRRRK
HEBAERTEARALRFRAAABORERN
MEEZE AKEETEFERS  UEER
THRENDEHRE HEREARENIEH
TEEMBEAER - R_ZE-NFHREE -
AEEEEFNE2EETE=ZTHBEED
BEEUFEHHESE  UBRFENEREELRES
- ABME ASEREBESOENZENR
WAEBENKRBEIRZEHELFBHERBEIN R
hE BREP H#HER EXBEBH EFE
KREREXRBAFIRE - HONEEREBRE L
BAEH-RIAUHEZREAERERR 1t
RERBNSEAEEXRBERIEBERS
EMRE HERERHEE EHEMBENEER
MR BERERE  HEREANBEBEETT
BEFRF AKERKBENTEZETGHR
& ZEEATEERRSNEHRE HEak
EREEHMEERIN REAKESEEN
EERE HEREANTHE -

Stakeholder Engagement Materiality Matrix 153 & EEM 5 A7 i
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STAKEHOLDER ENGAGEMENT

FHESR

Environmental Impacts
BEHE

1. Air and greenhouse gas ((GHG'] emissions

2. Sewage treatment

ARESAPABRERB(DREREDVBEK 75 7K B 1R

3. Land use, pollution and restoration 4. Solid waste treatment
TEEER s REMIRE [E] % BE 1 e 12

5. Energy use 6. Water use
g2 IR (2 A KERE A

7. Use of raw/packaging materials

R ¥ B EM R E A

8. Mitigation measures to protect natural resources

Rk RN E R4 B R

Employment and Labour Practices

BRREIESR

9. Composition of employees

10. Employee remuneration and benefits

EEMAK 1 B 357 B0 4 A0 48 ) IR R
11. Occupational health and safety 12. Employee development and training
BERFEEZ2 BE#REREI

13. Prevention of child and forced labour

fHirRE=E MR $l 4T

Operating Practices

BEEM

14. Suppliers’ geographical regions in which materials are
sourced

RBEMEOHERILIERY

15. Selection of suppliers and assessment of their products/

services

HEFmEEREER R H

16. Environmental protection assessment of the suppliers

HEFNRRTGE

17. Social risks assessment of the suppliers

HERO g R BT

18. Procurement practices

19. Health and safety relating to products/services

REEB HER/MBEENRRER 2
20. Customer satisfaction 21. Marketing and promotion
BEREE T E

22. Observance and protection of intellectual property rights

38 S AR R AN

23. Quality control and management of products

EmmEEfRER

24. Protection of consumer information and privacy

BEEAMLERE

25. Labelling relating to products/services

MRS HE R AR

26. Prevention of bribery, extortion, fraud and money
laundering

PiEfEiE - R - REFAL R E

27. Anti-corruption policies and whistle-blowing procedures

RESERERERTIE

Community Investment

HERE

28. Understanding local communities’ needs

TRRE AR EK

29. Public welfare and charity

NEMEE

RBE

BREREZERERAF 9
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STAKEHOLDER ENGAGEMENT
FthE2 R

The Group built a two-dimensional materiality analysis matrix and
prioritised the 29 issues accordingly. With respect to this ESG Report,
the Group identified ‘customer’s satisfaction’, ‘protection of customer
information and privacy’, and ‘prevention of bribery, extortion, fraud and
money laundering” as issues of the highest importance to its stakeholders
and the Group, which are the same as last year. This review has helped
the Group to prioritise its corresponding sustainability issues and highlight
the material and relevant aspects so as to align them with stakeholders’
expectations.

Besides, the Group also actively respond to the Sustainability Development
Goals ("SDGs") of the United Nations to achieve global sustainability. The
stakeholders of Modern Beauty identify "Target 3: Good Health and Well-
Being for People”, “Target 4: Quality Education” and “Target 1: No Poverty”
as the Group’s most important SDGs for FY2019.

AREBEZLT _#EZESITIERER - LHEE
WHE2EREFHEREF - RARE HE
RERHEMS  BEFHER  NEE @B
BEwmBEE [BEEAMMALERE LD L
B BR BFNEARE]IAYFOELAEER
MEXREENEFE - ZBRENEDAEER
HENAIREZRABLETERIFRBEE
LREEOEEEERT  KESHEOHER
Fr— 2 e

o REBITEBRERBE BN REER
BR(AUHEERABDUAERERNOAFHE
BR -BRAXEABHEMNIBERI: RFBE
BEM ] [BB4: BEHAIRIBE - EE 5]
BRARB _T-NEFHRFER/SEZNAF
BERER-

Modern Beauty achieved those targets
through employing staffs from
Employees Retraining Board (ERB)
and providing training to people who
wants to work in beauty industry.

BRXAEBBEEBER (ERB)
EAETIRAARERERIMENA
TRUEINIERZEFER -

STAKEHOLDERS FEEDBACK

As the Group always strives for excellence, Modern Beauty welcomes
stakeholders’ feedback, especially on topics listed as the highest
importance in the materiality assessment and its ESG approach and
performance. Readers are also welcomed to share your views with the
Group at ir@modernbeautysalon.com.
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ENVIRONMENTAL SUSTAINABILITY

As a responsible corporation, Modern Beauty stringently controls its

environmental impacts to achieve long-term sustainability. The Group

monitors

its emissions and resource consumptions to ensure the

compliance with all relevant environmental laws and regulations in its
daily operation, and implements effective energy conservation measures to
reduce emissions and resource consumption.

This section primarily discloses the policies and practices of the Group on
emissions, use of resources, the environment and natural resources during
FY2019.

Al

EMISSIONS

The Group's emissions include domestic wastewater, solid wastes,
and Greenhouse Gas ("GHG") emissions. No hazardous emissions
were found in FY2019. The Group strictly adheres to emission related
laws and regulations, including but not limited to the Water Pollution
Control Ordinance [Cap. 358 of the Laws of Hong Kong) and Waste
Disposal Ordinance (Cap. 354 of the Laws of Hong Kong).

The total emission in FY2019 shows an increase comparing to that
of the year ended 31 March 2018 ("FY2018”), which is mainly due to
the increase in usage of electricity and town gas. The total amount
of package material used and water consumption have also increased
during the year under review, which contributed to the rise in solid
waste emissions and wastewater.

Air Emissions and GHGs

Given the business activities of the Group, Modern Beauty uses town
gas and electricity as the power source in beauty salons. Thus,
air emissions of the Group only consist of GHG emissions from
stationary combustion (Scope 1) and indirect GHG emission from
purchased electricity (Scope 2]. Scope 2 emissions are dominant
ones in the total GHG emissions, contributing to around 98% of the
total equivalent carbon dioxide emissions in FY2019.

The amount of each emission scope can be found under Table 1. As
GHG emissions are positively correlated to electricity and energy
consumption, Modern Beauty tries to reduce the consumption of both
aspects in its daily operation through specific measures, which are
further explained in the subsection headed “Energy” under section
A.2. "Use of Resources” of this ESG Report.

Wastewater

Wastewater produced by the Group is mainly generated from the
daily operations in beauty salons, which is further discharged to
the wastewater treatment plant through the sewage pipe work. No
hazardous wastewater is produced from daily operation. The amount
of wastewater amounted to 26301.8m?® in FY2019. Since wastewater
generation is positively correlated to the fresh water consumption,
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ENVIRONMENTAL SUSTAINABILITY
BETHAN

the Group has adopted specific measures to reduce the water
consumption, which are further explained in the subsection headed
“Water” under section A.2. "Use of Resources” of this ESG Report.

Solid Wastes

The main solid waste is the packaging waste from beauty salons and
shops and residual materials from renovation. Modern Beauty has
been continuously performing packaging-saving policies, such as
simplifying the packages, using large volume packaging materials,
and purchasing biodegradable packaging materials. The packages
that can be recycled for reuse are collected by the Group separately
for recycling. The residual materials from renovation are also
collected and recycled by professional recycle companies. In FY2019,
the Group generated a total of 27,683.3kg packaging wastes and no
hazardous solid waste was produced by the Group.

Table 1 Total emissions of the Group by category in FY2019

%M%$%%~&@&amﬁi¢Azfﬁ
AR ] — 85 e [k 9 B fE i —

2o

Rl

TEEREDRXTRMIEGN S KE
ML/{&Z%W‘E%H CHRREERABRTH
MBEREE  flnBtek ERATE
BEYHERBEDEREEDE - K&
[ & 28 08 U S T B W R A e B SR A E AT [
LIPS SN A B 57
ﬂ CTHRIE-NFUBEFE AKEEL
RKEER A 276833 F % BEASEY
ﬁ?iﬁil SREY) o

®— RIZE-IEUBRFEFIEERE
BB HAERE

Emission Category Item Unit
B E R HH B

FY2018
“E-\FRBEE

FY2019
“E-NFHBEE

Intensity (Unit Intensity (Unit

Amount  per employee) Amount  per employee)®?
BE BE
yE B /EE)" gE Efy /EE)?
Air emissions & GHG Direct Emission (Scope 1) tonnes COe 41.2 - 443 -
emissions EREHR(EE-) M-alhgs
REHEHA Indirect Emission (Scope 2) tonnes C0e 2,246.9 2.2 2,584.3 2.7
B ERENHER MEER(EED) —AlkiREE
Total (Scope 1 & 2) tonnes COe 2,288.2 2.3 2,628.7 2.7
B (HE-fZ) “EkiREE
Non-hazardous waste Solid Waste kg 27,006.8 26.7 27,683.3 28.4
REED EE =31 TR
Wastewater m3 26,993.3 26.6 26,301.8 27.0
&K R

m Intensity was calculated by dividing the amount of air, GHG and other

emissions by the Group’'s number of workforce for FY2018 according to

the information in the relevant annual report.

@ Intensity was calculated by dividing the amount of air, GHG and other

emissions by the Group’s number of workforce for FY2019 according to

the information in the relevant annual report.

During the year under review, Modern Beauty was not in violation of

any relevant laws and regulations relating to emissions and which

have a significant impact on the Group.
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A.2.

USE OF RESOURCES

The Group complied with the relevant laws and regulations in relation
to its use of resources in Hong Kong during the year under review.
Resources used by the Group mainly include electricity, water and
town gas.

Energy

The energy consumption of the Group is mainly electricity and town
gas. The town gas consumption was amounted to 17,356.9 m?® in
FY2019. All the electricity consumption by the Group comes directly
from regular operations of beauty salon and shops. The Group
keeps a detailed record of its electricity consumption and the total
electricity consumption of the Group was 4,125,256.3 kWh in FY2019.

To further ensure the effective use of electricity, the Group has
formulated internal regulation. All subsidiaries of the Group should
stringently comply with the Group's policy on the implementation of
energy-saving practices. Specific measures to save electricity in the
Group are highlighted as below:

. Switch off all idle lights and electronic devices after work;

o Use electric equipment with energy-saving labels and LED
lights for lighting;

. Turn off the air-conditioners with the use of timer;

o Establish specific department responsible for the repair and
maintenance of electronic appliances in every service centre, in
order to keep the high efficiency and ensure the long lifespan
of electronic appliances;

o Clean and disinfect office equipment such as refrigerator,
air condition and shredder regularly to ensure their high
efficiency; and

o Put up “Saving Electricity, Turn off the Light when Leaving”
posters in prominent places to encourage internal employees
to conserve energy.
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Water

Fresh water by Modern Beauty is an indispensable resource for the
daily operation. The total water consumption of the Group amounted
to 27,683.3 m® in FY2019. To improve the utilization efficiency of water
resources, the Group has formulated relevant internal regulations
and policies as shown below:

3 Carry out environmental publicity and education on the
conservation of every drop of water;

o Strengthen the inspection and maintenance on water taps,
water pipelines and water storage systems;

o Fix dripping water tap in time when leakage occurs;

o Require employees to strictly adhere to the water saving
policies

o Put up “Saving Water Resource” posters in prominent places
to instill the concept of water conservation in the employees;
and

o Make sure that water supply systems are shut off at night and
on holidays.

Packaging material

Packaging material, including packages, bottles and paper bags, is
one of the major types of resources consumed by the Group in the
salon shops and stores. In FY2019, the total amount of packaging
materials in the Group was 26,301.8 kg. To better control its
consumption of packaging materials during daily operations, the
salon shops and stores have come up with a number of innovative and
cost-effective packaging solutions whereby the amount of packaging
materials can be strictly monitored and controlled. For instance, the
Group stringently simplifies the package of products, uses large-
sized cleanser, and estimates the accurate number of different
packaging items for business according to statistics to prevent
overstock.
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A.3.

Table 2 Detailed resource consumption of the Group by category in
FY2019

ENVIRONMENTAL SUSTAINABILITY
BETHAN

R FARER-ZE-LEFUBRFERSE
B 2HNEREEFHE

Types of Resources Unit FY2018 FY2019
ERER Bfy “E-\FEHBEE SE-NEHBEE
Intensity (unit Intensity (unit
Amount  per employee)"” Amount  per employee)?
BE BE
B (Bl /ER)W AE (Bfy/fg8)®
Energy consumption town gas m? 16,134 15.9 17,356.9 17.8
R KR Ak
Electricity kWh 3,372,034 3,318.9  4,125,456.3 4,321.2
B TRE
Water m® 26,993.3 26.6 27,683.3 28.4
K PN
Raw materials Packaging material kg 27,006.8 26.6 26,301.8 28.0
R # BEDH NI

m Intensity was calculated by dividing the amount of consumed resources
by the Group's number of workforce for FY2018 according to the
information in the relevant annual report.

2 Intensity was calculated by dividing the amount of consumed resources
by the Group's number of workforce for FY2019 according to the

information in the relevant annual report.

THE ENVIRONMENT AND NATURAL RESOURCES

Modern Beauty puts great efforts in the fulfilment of its
environmental responsibilities and has made a significant progress
towards the building of a reliable, resilient and sustainable
corporation that pioneers in the beauty industry primarily by
controlling its consumption of natural resources. The Group's routine
operation barely exerts detrimental influence on its surroundings.
According to the inspection results, the air emissions, solid wastes,
wastewater and other environmental impacts generated from
the Group are all in conformity with relevant emission laws and
standards. Electric equipment with energy-saving label was used to

replace the energy-consuming old ones.
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To further eliminate its repercussions on the environment, the Group
also laid emphasis on employee’s education in its daily operations.
Precisely, employees of the Group have been tremendously
encouraged to take public transport instead of private cars, thereby
reducing their individual carbon footprint. Besides, the Group
endeavours to cultivate the good habits of diligence and frugality in
terms of the use of natural resources among its employees through
plenty of channels. For instance, recyclable paper boxes, setting
duplex printing as default mode, and promoting electronic information
management system are used to reduce the paper consumption in
the office.

The Group is also committed to seizing every opportunity to
innovate and utilise eco-efficient and safety technologies for its
beauty products in terms of the energy consumption, air and GHG
emissions, and ameliorative chemical formulas, thereby minimizing
any pernicious impact from its business activities and products on
the environment. Hence, to align with the international standard in
preserving energy resources and protecting the planet, a series of
efficacious, adaptable and globally compatible policies are considered
the fundamental asset to keep the enterprise go with the tide of world
development by the Group.

The Group commits to make unwavering efforts to insist on the
concept of safety, harmony and green development, and explore
innovative ways to create a more effectively resource-saving and
environmentally-friendly corporation.
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EMPLOYMENT AND LABOUR PRACTICES

B.1.

Employment

Modern Beauty believes that employees are the most important asset
of the Group. Outstanding employees plays the key role in providing
customers with high quality services to retain old customers, attract
new customers, and bring stable performance and new opportunity.
The Group treasures employee’s talent, seeking to provide a safe and
sound working environment for employees. Besides, the Group also
strives to provide its employees with a safe and suitable platform for
developing their career, professionalism and advancement.

Law compliance
The human resources policies of the Group strictly adhere to the
applicable employment laws and regulations in Hong Kong to protect

employees’ interests, including:

o Employment Ordinance [Cap. 57 of the Laws of Hong Kong);

o Employment Compensation Ordinance (Cap.282 of the Laws of
Hong Kong);

o Disability Discrimination Ordinance (Cap. 487 of the Laws of
Hong Kong);

o Sex Discrimination Ordinance [Cap. 480 of the Laws of Hong
KongJ;

o Race Discrimination Ordinance (Cap. 602 of the Laws of Hong
KongJ;

o Minimum Wage Ordinance (Cap. 608 of the Laws of Hong Kong);
and

o Mandatory Provident Fund Schemes Ordinance (Cap. 485 of the
Laws of Hong Kong).

The Group complied with relevant laws to provide employment with
mandatory social insurance and medical insurance schemes. The
Human Resources Department of the Group and its subsidiaries are
responsible for the reviewing and updating relevant company policies
regularly in accordance with the latest laws and regulations.
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Recruitment and promotion

In FY2019, the Human Resources Department of the Group
established annual recruitment plan according to the Group's
circumstance to build a qualified and experienced employee team.
The Group has no preference on gender and age in recruitment,
and the employment criteria or policy of the Group is more focused
on employee's talent and competency. The recruitment process
adopted by the Group is transparent to fairly recruit talented
employee. Internal Audit Department is responsible for reporting
the implementation and performance of recruitment plans. Modern
Beauty is committed to providing pleasant working environment to
facilitate the harmony between employees and increase working
efficiency. To attract high-calibre candidates, a variety of channels
have been adopted by the Group to attract and recruit candidates,
including but not limited to posting information on the Internet and
hiring headhunting companies.

Modern Beauty establishes a series of fair promotion standards
to encourage all employees, regardless of gender difference, to
recognize their talents and abilities and to improve their performance.
All employees have the opportunity to be developed and promoted
at the appropriate time. The remuneration system of the Group has
been specifically divided into three categories for senior manager,
manager and general employee. For senior managers and managers,
the superiors of each level may submit promotion recommendations
for outstanding managers to the Group, and recommended staff will
be promoted after passing through the pre-promotion period. For
general employees, after completing the required training programs,
showing good performance during the course and finally passing the
promotional examination, a promotion will be assigned. In addition,
the general employees at the highest rank of their class [massage,
beauty and slimming) will have the opportunity to be promoted to
management level.

Compensation and dismissal

The Group offers fair remuneration and benefits based on individual's
past performance, personal attributes, job experiences and career
aspiration. The Group also references market benchmarks in
determining its remuneration and benefit policies. Besides, bonuses
are offered to outstanding employees based on the Group's financial
condition and employee’s performance.

Meanwhile, any appointment, promotion or termination of
employment contract would be based on reasonable, lawful grounds
and internal policies. The Group strictly prohibits any kinds of unfair
or unreasonable dismissals to protect employee’s rights.
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Working hours and rest period

Modern Beauty complies with local laws and regulations relating
to legal minimum salary and formulates its own internal policies to
better determine working hours and rest periods for employees. In
addition to basic annual leave and statutory holidays, employees are
also entitled to additional leave benefits, such as marriage leave,
maternity leave, paternity leave, pension leave and birthday leave.

Equal-opportunity and anti-discrimination

As an equal opportunity employer, Modern Beauty is committed
to creating a fair, respectful and diverse working environment by
promoting anti-discrimination and equal opportunity in all its human
resources and employment decisions. For instance, training and
promotion opportunities, dismissals and retirement policies are
based on factors irrespective of the employees” age, sex, marital
status, pregnancy, family status, disability, race, colour, descent,
national or ethnic origins, nationality, religion or any other non-
job related factors in all business units of the Group. The equal
opportunity policy allows zero tolerance in relation to any workplace
discrimination, harassment or vilification in accordance with local
ordinances and regulations. Modern Beauty takes responsibility
for assessing, dealing with, recording and taking any necessary
disciplinary actions in relation to discrimination.

Other benefits and welfare

The Group firmly believes that the sense of belonging is what
allows employees to be their authentic selves and fostering the
sense of belonging for employees will bring the Group a long-term
competitiveness and success. Modern Beauty provides employees
with allowance for beauty products and services, overseas
accommodation and round-trip tickets, medical benefits, and medical
subsidies. Accident insurance is also provided to employees for
their protection. At traditional Chinese Festivals, Modern Beauty will
give employees with additional bonus and gifts. Besides, employee
activities are often organized by the Group, such as gala parties for
employees to facilitate the harmony among employees.

In terms of internal communication, effective two-way communication
between the general staff and managerial staff is highly encouraged
within the Group. The employees maintain timely and smooth
communication with each other and with the management through
different means, such as internal announcements, trainings, emails,
regular meetings and staff handbook. Maintaining a barrier-free
employer-employee relationship helps to create a productive and
pleasant working environment.
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During the year under review, the Group was in compliance with

relevant laws and regulations in relation to compensation and

dismissal, recruitment and promotion, working hours, rest periods,

equal opportunity, diversity, anti-discrimination, welfare, and other

benefits that have a significant impact on the Group.

Table 3 Total workforce by gender and age group in FY2019

Male B
5.6%

Female &
94.4%

Aged below 30
30BE AT
15.7%

Aged 31-40
312405
31.2%

Table 4 Employee turnover rate by gender and age group in FY2019

REBEFER  NEBEEHRMEER A
B TiERE - RY - FERE
o REE - BRHRREMEFES
- BTHAREREEAZENHERER
K #RA)

N
Sl I

R RCB-IEUBRFERMERNIRSF
RAERBIZEEAR

Aged 51 & above
51Em R E

Aged 41-50
41B508%
32.5%

®0O R-ZZB-IEUBRFERMERNRSF
RANB S ZEERKLR

Unit: number of employees

By age group

B EEAH RE AR

Aged Aged Aged Aged
Gender below 30 31-40 41-50 50 & above Total
% Bl 305 AT 31ZE4LOBR L1ZE505% 508 R ML £ wet
Male 3 4 8 13 28
e
Employee turnover rate* (in %) 0.3 0.4 0.8 1.3 2.9
18 B R &K t E (%)
Female 51 66 59 27 203
28
Employee turnover rate* (in %) 5.2 6.8 6.1 2.8 20.8
18 B R 5K t F (%)
Total 54 70 67 40 231
it
Total employee turnover rate* (in %) 5.5 17.4 6.9 4.1 23.7

#IEB MR X (%)
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B.2.

Health and Safety

As employees are the most important asset of Modern Beauty,
occupational health and safety, training and employee benefit are the
key point for the long-term development of the Group. To provide and
maintain good working conditions and a safe and healthy working
environment for employees, the Group has established policies
related to work safety and health that are in line with various laws
and regulations stipulated by the Government of the Hong Kong
Special Administrative Region. The specific laws and regulations are
Occupational Safety and Health Ordinance (Cap. 509 of the Laws of
Hong Kong] and Employees’ Compensation Ordinance (Cap. 282 of
the Laws of Hong Kong).

Modern Beauty adheres to the service tenet of “"Safe Operation,
Safe Service” and arranges a series of trainings on the procedures
and safety precautions in utilising instruments. The Group is
convinced that only after passing through those trainings based
on manufacturing instructions, can employees handle certain
instruments in a correct manner and avoid any incident caused
by improper operation. To further minimize any operating risks,
the Group conducts a safety assessment for machine operators
regularly to ensure that all the operations stick to safety regulations

completely.

The Group is committed to providing a safe and comfortable
environment to employees. According to relevant laws, Modern
Beauty provides employees with personal protective equipment, such
as ear plugs and masks. The Group also adopts a rotating work
system to protect employees’ health. To maintain a clean and safe
working environment, the Group prohibits smoking and drinking in
the operating regions and organizes regular air conditioning system
cleaning and carpet disinfection. Besides, the Group keeps the
operating regions organised all the time and puts up warning signs
for dangerous equipment to remind employees in order to avoid any
accident caused by negligence.

Modern Beauty has recorded 5 cases of work-related personal
injuries during the year under review. In FY2019, 5 work-related
injuries and 519 lost days due to work injury were found in the Group’s
related activities. All the work-related injuries are due to the use
of beauty machines carelessly. Modern Beauty reviews each work-
related injury case to find out the causes and make timely appropriate
proper improvement. The Group will establish more comprehensive
procedures for occupational injury review in the future, in order to
manage and control work-related injuries more systematically.

B.2.
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Table 5 Total work hour lost due to occupational injury in FY2019

XA R-ZE-NEVREERIEEX
FI/ERAE

No. of fatal No. of occupational No. of accidents

accident death causing injury No. of injury Lost days due to injury
ETEREAE EIZT AR ITHEEHRHE ITHEAH AIBBEIANIEBH
0 0 5 5 Male 31
EEga
Female 488
74

During the year under review, the Group was not in violation of any
relevant laws and regulations in relation to providing a safe working
environment and protecting the employees from occupational hazards
that have a significant impact on the Group.

Development and Training

Modern Beauty considers employee as the most important assets and
cares about the growth of its employees and offers comprehensive
training and development programmes to employees in order to
strengthen their work-related skills and knowledge. The purpose is
to improve the Group’s overall operational efficiency by promoting
the personal development through the intranet platform.

The Group has developed job-based training targets, contents, and
established training centres with various beauty courses for the
employees to enrol, so as to enhance the knowledge and skills
of the employees in various aspects up to the professional level.
The training centre provides 1] integrated introduction training for
interested parties in the beauty industry, and referrals to beauty
salons; 2) induction training for newly recruited staff to understand
the corporate culture, business processes and work health and safety
requirements; 3) on-the-job training that contains regular training
of all aspects of job knowledge and personal skills improvement;
and 4] courses related with local and international professional
qualifications such as QF, ITEC and CIBTAC. The training courses are
listed at Table 6.
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Table 6 Training contents in FY2019

xRN
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REZB-NEUBRFENZIAR

TRAINING CONTENTS IN FY2019
—B-NEHREENRINE

SENIOR MANAGEMENT

SREEE

Management skills
BEEREE
(Introduction to management skills to

foster future managers);
(NBEEHRE  BERREEE)

Technical training

s 0ip g

(Introduction on cutting-edge beauty
treatment technology and machineries];

(NABRFTEDBERMANMERR)

GENERAL EMPLOYEES

—RES

Product and service knowledge

= oh N AR A% 0 58

(Product manual and price, sales skills,
sales guidelines);

(EmFMEER  HERLREEER) |

Beauty skill course

XA EERE

(Code of conduct, beauty care skills,
product knowledge, instrument operation
skills);

(BB - XABERD  ERAE -
BERRAERTT)

Slimming skill course

MRS FRERRTR

(Code of conduct, slimming care skills,
product knowledge, instrument skills);

(BRRT  AREERD  ERAE -

BARRIT)

Massage skill course

B RERRZ

(Code of conduct, massage care
skills, in-depth understanding of spa,
other massage carel;

(BRRT - REEERTT -

R H Atz EE)
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RRERERERAF
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Table 7 Total number of employees trained and training hours in
FY2019

Rt RZSZBE-NFUBRFESEFIN
BEEAHREINIEE

Senior employees,

Managers, and General
Executive Senior Managers Employees Total
BRES KEAES

EEE REREEAE —REES st

No. of employees trained Male 0 0 25 25
2 EFJINEES AR S

Female 7 126 731 864
7

Training time (hours) Male 0 0 4 4
=S I GNS)) S

Female 242 4,092 17,337 21,671
egl i

Modern Beauty encourages employees to attend external trainings, BEREAEERERESMINTEI - TS

seminars and certification examinations for improving their
competitiveness and expanding their capacity through continuous
learning. Employees can apply for reimbursement for the training fee
of ITEC-Diploma in Laser and Intense Pulse Light Treatment (level
4). At the same time, the courses “Certificate in Beauty Treatment
(QF Level 2)” and “Certificate in Beauty Electrical Treatment (QF
level 3)", offered by the Group have been approved by the Hong Kong
Government’'s Continuing Education Fund. Eligible employees who
complete the course will be assisted by the Group in applying for the
Hong Kong Government’s Continuing Education Fund.

The Group aims to foster a learning culture that could strengthen
its employees’ professional knowledge continuously, so as to benefit
the Group as employees are expected to achieve better working
performance after receiving appropriate training.

Labour Standards

The Group strictly abides by the Employment Ordinance (Cap. 57 of
the Laws of Hong Kong) and International Labour Conventions to
prohibit any child labour or forced labour employment.

To combat against illegal employment on child labour, underage
workers and forced labour, the Group’s human resources staff
requires job applicants to provide valid identity documents before
confirmation of employment to ensure that the applicants are lawfully
employable. All personal information provided during recruitment
should be real and effective. If there is any mendacious information,
the Group will terminate the employment according to relevant laws.
The Human Resources Department of the Group is responsible to
monitor and ensure compliance by the Group with the latest relevant
laws and regulations.
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During the year under review, the Group was not in violation of any
relevant laws and regulations, in relation to the prevention of child
and forced labour that have a significant impact on the Group.

OPERATING PRACTICES

B.5.

Supply Chain Management

As a socially responsible enterprise, the Group strives to building a
sustainable and reliable supply chain by purchasing natural material
as the raw material for products that makes minimal negative
impacts on the environment and society. An effective and sound
management of the supply chain is the key to protect the reputation
of the Group's brand, ensure business sustainability, and lower
operation cost.

The Group has strictly implemented its internal policies in supplier
selection. Specifically, the Group selects the suppliers prudently
by carefully evaluating their product quality, production capability
and environment, local laws, technique strength, financial strength,
reputation and the track records of raw materials and finished
products. Potential suppliers should provide samples to Modern
Beauty to ensure its product quality and technical strength. After
passing through a series of stringent internal assessments, the
supplier will be marked as qualified supplier. During the year under
review, Modern Beauty performed site research to ensure the quality
of the purchased products. Close communicates with suppliers and
factories directly through the internet, advertisements, exhibitions
and other media are also kept for the better management of supply
chain.

To make sure that all risks throughout the entire supply chain could
be minimised, the Group has further taken measures in supply chain
management. When choosing suppliers, at least 3 suppliers should
be included and compared referring to their product quality and price.
Modern Beauty conducts performance review on qualified supplier’s
service at irregular intervals. Suppliers who fail the assessment will
be removed from the qualified supplier list. The Group also arranges
irregular meetings with suppliers to ensure no significant delay in
the supply chain. Before the cooperation with suppliers, the Group
may require suppliers to sign confidentiality contract if necessary.

Modern Beauty also pursues an environmental-friendly supply
chain by prior selection on hypoallergenic, non-toxic, and oil-free
chemical products and products containing natural fragrances during
procurement.

SOCIAL SUSTAINABILITY
HEARSAEN

REBFEAN  AEEXEEREAEA
SEEEARFENEHRELETREH
B TMREEEEAD -

BEEM

B.5.

HEREERE

ER—REMLEEENLE  AEEBED
RIBBRBRAMBHERE @ EME 2
UAFAERAENMERE  ABEEREY
REMHEERNEETZE - —EAX
BEOEEREE DREAEEREE
2 BREBUSEZREEEEENR
ARG -

K - AEME  AEBEBHAFGE
HERNEREZE EfMEERE B
HWAE - BRWEN  UHEH -  BEUE
EME REKmEOEELE  FEERE
HrEn BEHRERERNRKXFREM
Sm o URREEMEERRNEN - &
BRI BREOANMIAER  HEEHS
WEER/CERHTER REBEFERN -
ARETETTRSHE  AHRRMEE
EMNEE  REFHEREERE K&
ETBRBERE ES BRERAMEN
EEAAERRIBRFSEDNES -

AEBEEEHERTESEBRBITA

ABEREEMEREINOERR S/ ML
AEBEEMHE#EERPE —TEIE
Mo MEEMERR - EEBREIEE
ER - WESEHERHEE RERETL
B oRBREATEHHEEREETOR
BETEUGTME - RBBTHOHES
HHREEEEEFRERBR - KEET
ZHEGEERETTERHEE  UABERMH
EHETEHHRERNCER HHHEEFAS
EZRl  AEBEAEREEREZERE S
B (N E) -

AREFNTBBERERELEZEENB
g BEE TEOREBERNERA
FEENER BHERRREMER -

RRERERERAT 25
RIE M BREBHE2018/19



SOCIAL SUSTAINABILITY
HERSEY

B.6.

26

Product Responsibility

As a service industry, product responsibility and customer
satisfaction are absolutely the most important. The satisfaction and
opinion of employees and customers are the biggest driving force for

the continuous improvement.

Law compliance

In order to protect the legitimate rights and interests of end-users
and consumers and to strengthen the supervision and control of
the quality of products, Modern Beauty strictly abides by relevant
laws and regulations on products’ safety and health, advertising and
labelling.

Quality of products and services

The safety and quality of products provided by the Group to large
extent depend on the supplies. Therefore, the Group keeps a close
track and sound management of suppliers. The Group gives priority
to allergy-free, non-hazardous, petrochemical-free products with
natural fragrance during procurement in order to ensure a secure
client experience. The Group also has professional project team with
proper licence to provide beauty consultation services to customers
for ensuring the service quality.

For the services provided by employees, Modern Beauty has
organised frequent training on service techniques and keep relevant
record to ensure the service quality.

The Group offers a variety of booking channels, including online
booking systems, mobile applications, emails and SMS, allowing
customers to make appointments faster and more convenient. For the
better management of the booking system, the Group has established
clear and standardized processing time and service performance
indicators for customers’ appointments and inquiries.

“Product

Description Policy” to prevent employees providing any false guidance

The Group has developed “Guidelines of Sales” and
to customers. All employees should understand, consent to and fully
comply with relevant guidelines and Trade Descriptions Ordinance
(Cap. 362 of the Laws of Hong Kong). The Group provides employees
with relevant sales training to make sure that any unfair sales
practice can be eliminated, while sales with dignity and integrity can
be promoted.

Complaints

The Group values each customer’s experience and actively collects
customers’ feedback through surveys on social platforms to facilitate
the Group’s continuous improvement on safety and quality of products
and services.
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Customers are able to express their opinions through service hotline,
online feedback collection, mail, and fax. The Group would response
to customers’ enquiry, recommendation and complaints within 7
days, and update relevant customers with latest processing progress.
Complaints that are not resolved within two weeks will be transferred
to the manager.

Advertising

The Group has issued internal guideline to ensure that the publicity
and advertising materials comply with local laws and regulations,
and any false statements or exaggerations on products are strongly
prohibited. All promotional and advertising material content should be
legal, fair and honest. The Group also actively engages legal advisors
to provide advice and supervision on product advertising.

Labelling

The Group has established strict policies to manage the labelling of
product. All the products must clearly indicate the product name,
capacity, origin, efficacy, composition, direction of use, product
effective date and validity period, so consumers can easily and quickly
understand and use products in a safe way.

Privacy matters

Modern Beauty pays great attention to the protection of personal
information as the collection and use of customer information are
included in the "Company Policies”, ensuring that all employees are
informed of and should comply with the relevant guidelines.

Modern Beauty has installed facial recognition system to recognise
the identity of customers, by which customers have no need to
present ID cards for lowering information leakage risks. The Group
emphasizes the security of “Point of Sales” system, and will prevent
any person from viewing customer information without authorization.
IT Department also sets different data enquiry permit range
according to the management level.

The Group introduces the purpose and standards of data collection,
usage and disclosure of customer information and regulations
through internal policy named “Personal Information Protection
Policies and Implementation” to all employees. They must strictly
follow the requirements of data protection under the employment
contract, including non-disclosure of customer information in any
situation. The Group prohibits employees to divulge any customer
data to a third party without customer’s authorization.

Intelligent property

The Group has hired legal advisors to provide professional advice for
the protection of intellectual property rights, and appointed internal
legal personnel to monitor and prevent any act of intellectual property
infringement.
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Anti-corruption

The Group upholds the concept that corporate social responsibility is
based on integrity operation. To maintain a fair, ethical and efficient
business and working environment, the Group strictly adheres to the
local laws and regulations relating to anti-corruption and bribery,
irrespective of the area or country where the Group conducts its
business, such as the Prevention of Bribery Ordinance (Cap. 201 of
the Laws of Hong Kong).

The Board and employees are required to make a statement in written
form to the internal department with any direct or indirect financial
interest or competition with the business of the Group. Modern Beauty
strictly prohibits any employee or manager to gain personal interest
through abusing their power.

For the anti-corruption practice in the supply chain, the Group has
established “Rules of Buyers” and made every attempt to specify the
anti-corruption guidelines for employees. Employees who break the
rules will be punished according to the situation.

Rules of Buyers:

. Procurement of items or projects should be considered with
the quotations from at least three companies;

. All procurement payment should be handled by the Accounting
Department, while other departments should be held
responsible for the inspection and acceptance of procurement.
Buyers should only be responsible for price negotiation;

o Buyers are prohibited from conducting non-business

transactions or gatherings with suppliers in private without the

approval of managers;

. For major projects or procurement, it should be arranged with
quotations from more than one buyer; and

o Employees should counsel and meet with new suppliers
from time to time to assess the reasonableness of existing
quotations.

The Group has no tolerance to any corruption and sets whistle-
blowing policy for employees and outsiders to report any suspicious
operations including any person whose act conflicts with the Group's
interests and any company which is involved in the bribery and
corrupt with the Group. Whistle-blowers can report verbally or in
writing to their department or the senior management of the Group
for any suspected misconduct with full details and supporting
evidence. The management will conduct investigations against those
suspicious illegal behaviours to protect the Group’s interests.
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During the year under review, the Group was not in violation of any
relevant laws and regulations in relation to bribery, extortion, fraud
and money laundering that have a significant impact on the Group.

COMMUNITY

B.8.

Community Investment

The Group believes that enterprise and the communities in the
operating regions are inseparable. As a corporate citizen, the Group
realises the importance of making a positive contribution to the
communities where the Group operates, and always prioritises the
interests of the communities, especially the local employment, as
one of its social responsibilities. In FY2019, Modern Beauty focused
on the community investment and participated in several activities to
facilitate the harmony of the operating regions.

Modern Beauty is dedicated to cooperating with government
authorities and NGOs, providing skill trainings in beauty service
area and employment opportunities for the less advantaged. In
FY2019, the Group hired 18 Employees Retraining Board students as
salon employees, which greatly helped the community to maintain a
harmonious and safe environment.

Apart from community services, the Group has participated in
charitable and fund-raising activities to the needy, including but
not limited to people suffered earthquake and tsunami disasters in
South Asia as well as those organized by Orbis, the Children’s Cancer
Foundation and the Community Chest of Hong Kong.

To commend the marvellous effort that the Group made in supporting
the development of community, the Group has received several
reward.

o Partner Employer Award from Hong Kong General Chamber of
Small and Medium Business;

o Caring Employers Award from the Correctional Services
Department.

To better fulfill its social responsibilities, the Group will keep playing
a positive role in beauty industry and pushing forward its concrete
efforts to pursue the harmonious and symbiotic prosperity with
communities.
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