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INFORMATION ABOUT THE SURVEY

* Round Il of the CosmetoSAFE Consulting survey was carried out from 24.01- 27.03.2023
by Communicatio PR using the onlineinterview method (CAWI) on the Startquestion
web panel.

* Theaim of the survey was to identify what are the biggest challengesinthe work of
cosmetictechnologists today.

* Aspart of the survey, 99 questionnaires were conducted with employeesin research and
development (R&D) departmentsin the cosmetics industry.

* The questionnaires were primarily targeted at national cosmetics companies of different
development and company size (large companies as well as small operators; companies with
long-standing presence in the marketand start-ups). Atafurtherstage, the requestfor
guestionnaires was made viamailingand/or newsletters from professional organisations:
the Polish Association of the Cosmetics and Detergent Industry and the Polish Association of
the Cosmetics Industry. We would liketo thank both organisations fortheirsupport.

*  More than 50% of respondents were in the post of: Director, Manager, R&D Manager,
SeniorSpecialist, R&D Expert.

* More than 70% of respondents have beenin postformore than 3 years and 55% for more
than 5 years.

* 51% of respondents workin companies marketing more than 50 cosmetics peryearanda
further25% in companiesimplementing more than 20 cosmetics peryear.

* 79% of respondents work for companies that provide contract manufacturing services
(private label), with 57% of respondents also declaring that they provide contract formulation
services.

* Theresultswere compared with Round 1 of the survey, carried out from 23.04-

08.05.2020, whichanalysed 102 questionnaires from cosmetics entrepreneurs.
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What position in the company do you currently hold?

Director/Manager/R&D Manager 35.1%
Senior Technologist 16.7%
Technologist 3.5%
Junior Technologist 6.1 %
Documentation Specialist 11.4%
Research Specialist 4.4%
Lab Technician 0.9%
Other, pleasespecify:Senior R&D Specialist, Junior Technology Group Specialist, Lab

Manager, Junior R&D Specialist, Project Manager, Product Engineer, Packaging

Technologist, Technologist/Purchasing Department, Planning and Registration 13.2%
Specialist, R&D Expert
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Experience in the position:

<1lyear 11.1%
1-2year(s) 13.1%
3-4years 21.2%
5-10years 29.3%
>10 years 25.3%

What is the average number of new formulas placed on the market

in your company?

< 10 cosmetics per year 6.1%
11 + 20 cosmetics per year 18.2%
21 + 50 cosmetics per year 24.2%
51 + 101 cosmetics per year 16.2%
> 101 cosmetics per year 35.4%
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INTRODUCTION

From the end of 2019, cosmetics companies are living in constant change mode. The

first market difficulties were felt even before the pandemic officially reached Poland.

Difficulties in day-to-day operations caused by lockdowns, employee absenteeism
due toillness or the need to care for other family members, shortages of raw
materials, disrupted supply chains, and difficulties in maintaining business
relationships have meant that over the past three years we have turned long-term
operating strategies into an agile management model. Also in the area of product

development technology.

How do R&D departments function in the cosmetics industry today? What
challenges do they face? What makes their work more difficult and what makes it
easier? We looked at these aspects with the CosmetoSAFE Consulting team in Round

2 of the Technologist Needs Survey, which we invite you to read!

IWONA BIALAS, PhD, Eng.

Safety Assessor/CEO
CosmetoSAFE Consulting
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CHARACTERISTICS OF THE COSMETICS
INDUSTRY IN POLAND

Before going on to discuss the results of the survey in detail, let us highlight a few issues that
characterise the cosmetics industry in Poland, which will make it easier for us to analyse the
responses obtained.

UNIQUE CHARACTERISTICS OF THE INDUSTRY

The cosmeticsindustryin Poland hasaunique characteramong EU countries: we are characterised
by a highly fragmented market. Onthe otherhand, our greatest assets are:

» greatflexibility and the ability to adapt to change:trends, butalso legislative
requirements;

* abundanthumanand machineryresources enable it to compete with manufacturing
companiesinotherEU countries.

* We are currently the 5th largest cosmetics marketinthe EU: inthe domesticmarket, a
significant proportion of the market offeris made up of domestic products (whichis
somewhat uniquein comparison with other markets), onthe otherhand, exports of

cosmeticsare gaininginimportance.

In the domesticmarket, we see arelatively short productlife cycle, with new cosmetics appearingall
the time, which is obviously a result of consumer expectations.

On the otherhand, however, product rotations are enforced by retailers, who often set theirown
quality or conceptual requirements forthe products they offer on the shelves of their shops. And
let’s not forgetthe growingimportance of e-commerce in cosmetics sales.

LEGISLATIVE STATUS

The current status quo legislation has beenin place for 10 years (the Cosmetics Regulation was fully
implemented in 2013: Regulation (EU) No 1223/2009 with a complete ban onanimal testing).

Nevertheless, the adequacy of the law inrelationto current practices or market trends has long
been debated. Atthe same time, we are seeingasurge in changesto Europeaningredient
legislation. Consumer pressures in terms of safety requirements forthe use of chemicals, as well

as environmental considerations, are alsoincreasingly important to the market’s appearance.
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In 2022 alone, cosmetic ingredients regulations’ changes and the implementation of changes in the
CLP classification of chemicals (CMR substances) have been implemented for more than 30
substances!

In addition to the changesalready sanctioned by law, the industry needs to constantly monitor the
progress of ongoing legislative work, the effects of which will be feltin the nearfuture.
Reformulations, ingredient replacemnts are nowadays adaily occurrence,

if not a significant part of technologists’ work.

The changesto the EU’s Green Deal conceptannounced from 2019 onwards today involve huge
changesto peri-sectorlegislation (including chemical, environmental and otherlegislation). The
scale of the changes being designed and already implemented is therefore unmatched today by

any previous period in history.

THE ROLE OF THE CONSUMER

Consumer perception and expectations of cosmetics have also changed over the past decade. We
have gone through a transformation of sorts —from being enthralled by new technologies, the
possibilities of chemical or biotechnological synthesis —to a string of chemophobic marketing
assumptions of the type free of —to concepts of sustainability, health and the environment care.

Consumer expectations require companies to be incredibly flexible, opento new concepts and,
at the same time, the law obliges us to have proof of the claimed performance of cosmetics. Itis
incumbent on the R&D and marketing departments to seek innovation, butalso to source
information along the value chain. The list of requirements forthe raw material or packaging
dossierisgettinglongeratan alarmingrate.

Addedtothe above setof requirementsis the experience of 2020 and 2021, the effects of which are
still affecting our operations today, as well as the current geopolitical situation and the warin

Ukraine, whichis also affecting the operation of the industry in Poland.
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PANDEMIC IN RETREAT, BUT ITS
EFFECTS STILL WITH US TODAY

At the beginning of our survey, we asked how technologists find themselves in the current reality.
What do they think are the main needs and pain pointsintheir daily work.

We asked respondentsto rank the current challenges on ascale from mostimportant (item 1) to
leastimportant (item 5). The top three challenges for technologists today continue to be disrupted
supply chains (37% of those surveyed ranked the problem as the mostimportant), keeping up with
legislativechangesinthe ingredient area(39% of those surveyed ranked the challenge as number 2
and 35% as number 1!) and adapting the products to changing market trends. Thus, it can be seen
that the pandemicrepercussions that have been shaping and changing the way the cosmetics
industry operatesin Poland and Europe for more than three years are still strongly feltinthe R&D
area.

A trend emerges from respondents’ answers indicating that
innovation and keeping up with trends, in today’s reality, must give way to the
ongoing problems of maintaining continuity of production and keeping up with

legislative change.

The biggest challenges in the technologist’s job in order
from most important to least important

Disrupted supply chains

Item 1

o 1 Keeping up with legislative changes —

Item 2 A h . .
ingredient legislation

Item 3

Keeping up with changing market trends

ltem 4 Keeping up with legislative changes — packaging

Item 5 Adapting product concepts to the requirements of a
sustainable approach to chemicals

Dominant response on a 5-degree ranking scale, n =99

Amongthe challengesidentified in the individualresponses, those in the areas of regulatory change,

customer expectations, daily working standards, cooperation with suppliers and, of course, raw

materials were particularly prominent. They all understandably overlap, but because of the in-depth
guestions, we have chosento describe each of these areas separately.
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AT THE MEETING POINT OF TWO
TECTONIC PLATES, OR HOW TO NAVIGATE
CUSTOMER EXPECTATIONS

It turns out that one of the biggest challengesina technologist’s job is customer expectations.
Some respondents characterise them as “unrealistic” —not always consistent with market
practice and the state of the art.

Itisevidentinthe respondents’ answersthattheyfeel aclearpressure foralow price and speed
of product implementation. They also encounter alack of understanding of whatisadynamic
regulatory environment. Interestingly, the emphasis on getting a product to market quicklyis
paradoxically notat all matched by the pace of work on developingthe cosmeticproduct concept
and itsformulation. Andin recentyears, this process has even lengthened significantly.

This is particularly influenced by the following client-side factors (respondents’ answers):

* lackof a clear final productvision, so that the productis repeatedly changed;

* theexpectation of alow price with very strong performance claims;

* thedesire tocreate productsthat are natural, but have the same application/texture
characteristics as products containing e.g. silicones, synthetic film-formingingredients, etc.;

* lackof legislative knowledge, as well as requirements for law changes’ transient periods and
underestimation of stability and compatibility testing of products.

In the responses of our respondents, itis also apparent how

customer expectations have been affected by the creation and rapid
uptake of the so-called “black lists” of ingredients, which in many cases
have no rational or scientific justification. Despite this, consumers,
retailers and cosmetics manufacturers alike are following it.

Meanwhile, the so-called black lists, according to technologists, significantly limit formulation
options. The phenomenon is compounded by the large retailers, which create their negative lists —
restricting the use of certain substances, despite the fact that they are authorised by European
law.
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COSMETIC INGREDIENTS

The topicthat generates the most excitement among technologists is, OF COURSE, cosmeticraw
materials. In this area, respondents primarily highlighted issues that have been the linguafranca

for the industry as a whole overthe past three years:

1. Raw material shortages make it necessary to quickly find replacements already during
the production process. The consequences, in turn, are changesin product
documentation, its labelling, packaging, notification.

2. Anotherissue is the volatility of raw material prices and supply, which makes it virtually
impossible to predict the exact cost of products overthe longterm.

3. Assessment of the raw materials compliance with the current legislation or specified quality

parameters. Looking for the raw materials replacements compatible with thosecriteria.

How important do you consider
the use of raw materials replacements
in the formuladesign?

2% 2%

26% A =Very significant
| uSignificant
» Somewhat significant

m | don’t know

70%
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highlighted the role of the black lists requirements:

e additional customer requirements network, “more restrictive than current legislation”

* thedynamiclists of bannedingredients, we are seeingaconstant expansion of them,

* thereisalsoa strongpersonalisation of black lists with respect to individual market players
(each majorcustomer of private label manufacturing ora bigretailer createsits own quality
criteria), as well as visible differencesin country-

Additional, non-regulatory quality requirements for cosmeticraw materials are a significant practical
problem. In addition to the standard raw material dossier elements, like: data on the identification,
safety of use and storage of raw materials, their microbiological or physicochemical quality, today we

needto “collect” much more information.

Thisrequires the acquisition of specificinformation thatis notavailable in the “standard” raw
material dossier. The different data presentation format, the supplier specificworkflows and
sometimes the lack of awareness of suppliers regarding the raw materials quality requirements
mean that technologists today spend alarge part of theirtime gatheringand processing raw

material information.

specificrequirements.

COSMETOSAFE

CONSULTING
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We checked whether ourrespondents had clear quality criteriain their raw material portfolio. We
have groupedtheminto 4 intuitive categories. By farthe most popular criteriaare naturalness

(90%) and "free of" (76%). Environmental criteriaare used by 67% of respondents and

hypoallergeniccriteria by 58%.

Do you have clearly defined quality criteria in your
raw material portfolio?
Do you use the following requirements?

. . . S hypoallergenic
free-of criteria naturalness criteria environmental criteria crﬁeria g

mYes W No

How, on the otherhand, is quality control of raw materials carried out? Only 23% of respondents
indicated that they conductitinan automated manner.

Do you carry out quality control of raw materials in this
respect in an automated manner?

m yes
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COOPERATION WITH SUPPLIERS — OR |
CAME WITH A REQUEST

The shortages of cosmetic raw materials caused, among other things, by disruptionsin supply
chains around the world has led to a situation where today it is suppliers who dictate the terms
of cooperation with cosmeticcompanies. Cooperation with raw material suppliersis an area that
recurred in many questions as one of the biggest challenges in the work of technologists.

One of the main objections raised against raw material suppliersisthe lack of information about
company decisions and planned responses to regulatory changes. Suppliers are making last-minute
changestotheirraw material portfolio withoutinforming contractors in advance of what steps they
are planning. According tothe companies, the optimum solution to thisissuewould be to prepare
decisiontrees, showing whatthe supplier plansto do if changes occur on a particular dimension.

According to those interviewed, “raw material suppliers are slow to react to
legislative changes, even slower to make changes to documentation. What’s
more, it has to be requested repeatedly, as do samples of replacements.”

Anotherdifficult aspectin the supplier-technologist relationship is raw material dossier. Clients
of cosmetic manufacturing companies often expect far more accurate data than the distribution
company provides. Very often, key datafortechnologists is missing, documents are sent late
and all updates have to be requestedin person.

From the opinions of our respondents, what definitely makes working with raw
material dossier difficult is the lack of a uniform “format” in terms of the
information provided. Each company works on a different documents
template, uses different data and presents it in a different way. Working

on data from several suppliers is therefore very

time-consuming.
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REGULATORY ROLLER COASTER

The last decade inthe cosmetics manufacturing market has been aregulatory roller coaster, where
every now and then we hear about more cosmeticingredients being called into question.
Unsurprisingly, itisingredient regulation that requires the mostinvolvementinthe day-to-day work
of technologists. According to 76% of respondents, a high orvery high level of involvementis
requiredto keep up to date with regulatory changes, and according to 79% product reformulations
related tothese changes.

A challenge thatthe industry has been preparing for several yearsis also the Green Deal legislation.

However, thisissue is currently still around the mid-point of the scale of interest for technologists
and R&D departments.

What involvement do you require from the regulatory
changes in the following areas?

43% 46%

14%

4%

0
70

CHANGES TO THEGREEN INGREDIENT REGULATIONS — INGREDIENT REGULATIONS — CHANGES TO PACKAGING

DEAL TRACKING CHANGES REFORMULATIONS REQUIREMENTS
Eminimum involvement M littleinvolvement Maverage involvement
Bstrong involvement Bvery strong involvement
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Technologists’ assessment of the legislative changes leaves noillusions.

84% of respondents believe thatthere have beenan unusually high number of these changes
recently. 69% note that the transition periods for the introduction of new regulations are too short,
and 79% point out that some of the legislation amendments are ambiguous and poses major

problemsintermsof interpretingthe proposed ingredient restrictions and their practical
implications.

Which statements regarding recent and planned changes to
ingredient regulations do you agree with?

Some of the new draftlegislationisambiguous and
poses major problems ininterpreting the proposed 6%
ingredient restrictions 79%

Amendments are not proportionateto A 29%
the identified risk 63%
Raisemajor concerns aboutthe sustainability A 16%
andinnovation of our product portfolio 76%
25%
Do not take market practiceintoaccount 4
68%
Results confirmingthe ingredient safety aretoo 9%,1%
poorly communicated to consumers . 80%

. 0,
Influence cooperation between manufacturers 49 26%
. 0
andretailers

. 37%
Are essential for consumer safety 38%
25%
22%
Transition periods aretoo short o
69%

There have been anunusually high number F 16%
of these inrecent times =

15%

70%

" aa%

¥l can’tjudge u | disagree
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In contrast, 70% of respondents emphasise that they negatively affect cooperation between
manufacturers and retailers. The technologists believe that the current legislative changes are not
commensurate with the identified risks (according to 63% of respondents). They raise major concems
about the stability and innovation of the product portfolio (76%) and do not take market practice into
account (68%).

In contrast, when an ingredient undergoing safety reassessment by the SCCS Committee proves to be
safe — the results/condusions confirming the safety of the ingredient are under-communicated to
consumers (80%). This leads to a situation where even a safe ingredient is withdrawn from the
market by consumer myths circulating online and pressure from buyers.

Examples of such activities and positions in various black lists are countless: for example, titanium

dioxide, parabens, aluminium compounds, chemical UV filters, etc.

Recently, we have seen a large number of changes, but also legislative amendments that are
not entirely clearor, in our — CosmetoSAFE — opinion, understandable.

Examples?

1. Practical implications of the amendment of the preamble to AnnexV regarding the label
“releasesformaldehyde” forformaldehyde donors (Reg. (EU) No 2022/1181):
the quidelines forformaldehyde content monitoring &its quantification reference methods

2. Interpretation of UV exposure recommendations in relation to the restriction for Methyl-
N-methylanthranilate (Reg. (EU) No 2022/135)

3. Ban for Methyl Salicylate usage in products for children <6 years of age (Reg. (EU) No
2022/1531)

4. Titanium dioxide —we await the consequences of rescinding Reg. (EU) No 2020/217 onthe
classification of Ti0O2as a carcinogen by the Court of Justice of the European Union, CJEU
decision published on 23.11.2022

5. We all rememberthe market turmoilsurrounding the lilial ban, and we are currently
awaiting the publication of aregulation banning theophylline (scheduled to be published
around mid-2023, and we already know that the ban will be in place from December this
yearl!).

6. Perhaps of greatest concern, is the expected publication of aregulation to expand the
requirements forthe individual labelling of fragrance allergens —where the currentlist of
24 substances will be supplemented by more than 50 more items!

17
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The Green Deal is already a reality, and although its final formula and regulations for specific areas
are still being worked out, we already know that its impact on the cosmetics sector will be huge.
Cosmetics companies will feel itat virtually every level of doing business.

However, from the perspective of the technologists we surveyed, the situation today is still not clear-
cut. 46% of respondents cannot predict whatimpact the Green Deal will have on the competitiveness
of the cosmetics industry. 30% rate it rather negatively and only less than % of respondents see the
positivesinthe introduction of the new regulations.

Do you agree with the statement that the Green
Deal will have a positive impact on innovation
and competitiveness in the industry

| agree
u| disagree

ulcan’tjudge

Accordingtosurvey respondents, there isahigh risk that only global players will remaininthe
market, as small players will not be able to cope with the scope and pace of the proposed
changes. 43% of respondents agree with this statement, while 49% do not know how to assess
this today.

What can be seenforsureis thatthe introduction of the principles of the Green Deal will affect the
entire design and life cycle of acosmetic(91%). It will involve alot of work on the part of the
companies (according to 91% of respondents) and alot of financial outlay (84%).

61% of respondents confirm that they feel thatthe most noticeable changes will be those related to
ingredientlegislation, and 49% further believe thatit will be changes to packaging.

18
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Which statements regarding the impact of Green Deal-related
regulations on the cosmetics market in Poland do you agree with?

The most noticeable changes will be those 8%

related to ingredient legislation 2%
61%

49%
The most noticeablechanges will be in packaging 9%

42%

It will influence the entire designand life cycle of a cosmetic 2%

Onlyglobal playerswill remain on the market,
small players will notbe ableto cope with the 8%
scopeof changes 43%

49%

It will beassociated with a largefinancial outlay on 15%
the part of companies 1%
84%

It will involvea lotof workload on the part of
companies

It will negatively affectinnovationand N

competitiveness inthe industry

It will positivelyinfluenceinnovatioh 6%

and competitiveness inthe industry

® lcan'tjudge ®ldisagree & lagree

Aswe mentioned earlier, atechnologist’sjobin today’s reality is very much about change
management. When asked how much time it takes them to work on product reformulations and to
adaptformulationsto legislative changes, technologists indicated a decidedly greater commitmentto
such activities compared to 2020: for 10% of respondents, product updates today take up around
50% of theirworkingtime (less than 4% of respondents gave this answerin 2020); for % of peopleit

isbetween 30 and 50% of theirtime (almost 2times as many respondents answered thiswayasin
2020).

19
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How do you assess the current workload associated
with reformulations, adaptation to legal changes?

60%
m 2020 m2023
40%
i J
ittakes up < 10% of ittakesup 11+30% ittakesup31+50% ittakes up > 50% of | can’t determine

my Work|ngt|me of myWOrkingtime of myWOrkingtime my Worklngt|me

We asked whetherthere are situations in companies where the need forreformulation (resulting
from legal changes) isidentified too late, e.g. only when they come intoforce orwhenitis already
toolate to implementthe changes. 73% of respondents answered in the affirmative, whichis a
cause for concern, but such situations are notacommon problem for most of respondents (only
1% gave such an answer). They sometimes occurin 34% of respondents, while they are extremely
rare in 38% of respondents. 20% of respondents said that acting too late does not happentothem.

Overall, this result is encouraging — so far — despite the scale of the changes being implemented,
technologists have been able to respond adequately and in a timely manner to the legal changes
beingintroduced.

Are there situations in your company when the need for
reformulation (resulting from regulatory changes) is
identified too late?

BYes — they are a frequent pain point
"Yes, sometimes they are
"Yes, but extremely rarely

No

- I can’t judge
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PREPARING FOR REGULATORY CHANGES

The surveyed technologists declare an adequate response from their departments to the changes.
Let usremember, however, that ahead of us:

¢ theimplementation of the Green Deal legislative combo (revision of REACH, CLP as well
as the Cosmetics Regulation);

* we are witnessinganintensification of work by the European Chemicals Agency on the
classification of substances (more and more substances are listed as banned substances
inaccordance with Article 15 of Reg. 1223/2009);

* changestocountergreenwashingforce aresponsible approach to product creation as
awhole and appropriate marketing statementsin this respect;

* new packagingobligations;

* entryintoforce of legislation related to appropriate managementand labelling for
microplastics, banning the use of cyclicsilicones;

* theincreasingimportance of environmental considerations for the functioning of the industry
—new obligations, new taxes, ingredient restrictions;

e the processof updatingthe EU strategy on the safety of fragrance allergensin cosmetics,
which has been ongoing for more than 10 years, has recently crystallised in the form of a
draftamendmentto the Cosmetics Regulation... The publication of a piece of legislationis
expected thisyear, whichisboundto cause great confusionand... resultinfurther
reformulations.

We also checked how ourrespondents felt preparedin the last category of change, i.e. the
expansion of the list of fragrance allergens requiring individual labelling. Only 2% of respondents
feelvery well prepared forthe new regulations, with as many as 57% describing theirlevel of
preparedness as poororvery poor.

How do we achieve this?

As the respondents note, “regarding the upcoming allergen changes, it is difficult to
prepare for anything without knowing the exact “content” of the documents of
the individual fragrance raw materials.

This is a huge change, as it will affect virtually all products in the portfolio. It
is therefore very difficult to predict how the composition will change and
how this will affect the overall product.”
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THE WAY TECHNOLOGISTS WORK

Among the technologists we surveyed, a lot of comments were made about the standards of their
daily work. Technologists face a range of expectations on a daily basis, which revolve around the
followingissues:

* Rapidand creative development of new sustainable formulations;

* Efficientimplementation of changestofinished products, if the situation requiresit;

* A constantsearch forinnovation, while reducing ingredients;

* Thevariouslimitations and restrictions in each market, as well as the different formulation

requirements adopted by each contract client, orretailer.

With these expectations in mind, technologists pointto a number of problems they face in their
activities. Among the most frequently repeated individual responses from respondents there were:

* searchfor exactreplacementsfromthe product/raw material documentation level;

* disruptedraw material supply chain: availability, price volatility —makingitimpossible to
forecast production costs;

* shorttransition periods foringredient changes. Too littletime to develop astable
formula;

* lack of a single coherent databaseand clearinformation on legislative changes
provided wellin advance.

Reservations of the respondents also concerned the preparation of the team —among others, the
lack of competence of the sales and marketing departments, which have alarge share in the product
conceptdevelopment, the lack of employees, including laboratory technicians with directional
education orthe lack of competence of the team for development work, but also the lack of the
ability to organise work well, were pointed out.

22
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DOCUMENTATION IN THE COMPANY

Raw material or product documentation (its collection, updating, archiving) is very often one of
the primary responsibilities of the technologist. Respondents asked about the extent to which
their company’s product information file (PIF) was structured in % indicated thatit was very well
structured. Almost half (46%) rate the state of its preparation as good, and 19% of respondents
are moderately satisfied with the degreeto which the documents are in order. Onthe other
hand, in the case of the question about the ordering of raw materials dossierin the company—
nearly % (71%) of those asked considerittobe well orvery well organised.

How would you rate the degree of structuring of the
product information file (PIF) in your company?

u Very good
= Good
Average

Poor

mlcan’t judge

The most frequently cited reason for problems with getting the documentation in order was the lack
of space for activities (other responsibilities) and the lack of human resources to deal mainly with the
documentation. Particularly as constant formulation changes generate a huge amount of work to
update the PIFs or the products safety assessment.

An additional problem is that the documents provided by suppliers are not prepared according to a

uniform model, are sometimes incomplete orevenincorrect, or are difficult to obtain.

What could be the reason for the problem with sorting out raw
material documentation / PIF in your company?

| can’tjudge
we have nodocumentation problems

other

lack of accessto appropriate tools to help systemically
manage data

the need to devote time to other activities within
the scope of the duties

lack of human resources that could continuously
monitorthe state ofthe documentation

0% 20% 40% 60%

23
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Comparingthe answersto this question between 2023 and 2020, it is clear thatthe
documentation problemis growing. Inthe first edition of our survey, nearly 24% of respondents
believed that there were no problems with the documentationin their companies, when today
this figure has droppedto 14%. The lack of humanresourcesis aproblemindicated by 58% of
respondents today, whenthree years ago it was 33%.

In our experience of working with cosmetics manufacturers, we can see thatthe size of
technology teams within companies has not decreased, but has even increased. Therefore, this
result suggests that updating the documentation today simply requires much more work.

Interestingly, there is a growing awareness among R&D staff of the possible automatization
to their work. In 2020, only 6.2% of respondents complained about the lack of appropriate
toolsto help manage datain a systemicway, compared to nearly 30% today.

In terms of the workload involved in keeping data up to date, ourrespondents also
highlightissues with the document managing system.

It turns out thatin some companies it is still keptin paper form rather

than electronically.

Anotherpointraisedinthe individual responses of the respondents is the lack of tools, especially a
systemto link raw materials dossierand the PIF. Thisissue is particularly felt with the multitude of
changesdue toregulatory restrictions, the lack of availability of raw materialsandrising raw
material prices.

Technologists are unable to shutdown the issues they are working on and move seamlessly
on tothe next. Every now and then, they have to go back to a previously prepared PIFs to
make e.g. new labelling or change some element of the cosmeticdossier.

A number of problems are also brought about by regulatory changes. Respondents point, among
otherthings, toambiguous information inthe regulations, limited sources of information and
internal difficulties in identifying which products are affected by a particularchange.
“The enormity of the information/legislative changes/consultations means that
onewould have to spend 1-2h every day following the situation. Staff shortages do

notallow this”.
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Anotherchallenge for R&D departmentsis monitoring the current legal status of ingredients.
Asmany as 44% of respondentsindicatethatittakesthema longtime to do this (a 10%
increase on 2020). Only 5% feltthat they had the right tools to facilitate this task.

A comparable number of technologists declared thatthey are not dealing with thisissue in 2020 as
in2023. Coulditbe that, insuch a demanding mode of constant change, the role of separate
legislativedepartmentsis underestimatedin Poland?

How long does it take you to monitor the current
legal status of the used ingredients?

doesnotdeal withthisissue —thisis done by 33%
another person/department withinthe company 32%
doesnottake up much of mytime—the tools used — 19%
in-house allowme to quickly situation monitoring 5%
. . . . 17%
ittakes up relativelylittletime _ 19%
. . 31%

m 2020 m 2023

Half of the respondents answered positively to the question “Do you think thatinformation
about planned changestoingredientlegislation reaches youfastenough?’. Only 23% were
unable to assess the situation and the remaining 27% thought not.

Do you think that information about planned changes
to ingredient legislation reaches you quickly enough?

mYes
mNo

ml can’tjudge
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When asked about the tools/software used to create the formulaand develop the final product
labelling (INCI), 72% of survey participantsindicated that they only use Excel.

For formulation costing tools, 84% of respondents also indicated that they use Excel for this

purpose. Those who use othersoftware to work with the PIFs most often use ERP or otherin-house
systems.

Do you use a program other than Excel to create the formulation
and to develop the INCI labelling?

mYes

mNo

Do you use a program other than Excel to calculate
formulation costs?

E Yes
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Among respondents using Excel as their main documentation managementtool,
a number of impediments to their day-to-day work were indicated, of which three
predominated:

* higherror possibility (human error when entering or reading data manually);

* lack of automation;

* theneedtowork onmany files, working documents and update them continuously.

Technologists, in the vast majority, declare the need to automate activitiesin:

* monitoringof ingredient legislation changes —94%

* generation of cosmeticINCllabelling —89%

* generation of formulation datarequiredforlegal reasons —ingredient identification data
(INCI, CAS, EC); percentage content of the ingredients; impurities/traces/additives
monitoring; monitoring of the ingredient status in the area of authorisation, CLP, CMR
status—89%

» formulation cost calculation —78%

* assessmentthe raw materials/ formulation compliance with natural and organiccriteria
accordingto I1SO 16128 — 85% and COSMOS requirements compliance—79%

* automaticmonitoring of the status of authorised ingredients and “black list” —92%

27



]<@> COSMETOSAFE

CONCLUSIONS

The vast majority of ourrespondents are experienced technologists with a high level of awareness
and practical knowledge of the specifics of the cosmetics marketin Poland, currenttrends as well as
the pain points associated with operatingin this market.

In today’s multi-faceted cosmeticindustry, technologists are faced with the difficult task of
combining multiple areas. Monitoring legislative changes, changing suppliers’ cooperation
conditions, constant reformulations and PIFs updates... All this leaves less and less time for
innovation and creative, conceptual activities, whichis, after all, the main task of R&D departments.

Analysing the results of the survey, itis clear that technologists are aware of the increasing changes
inthe legislative environmentand workin a constant updating mode... And asin many cases — “Pole
cando it” — works perfectly here! Technologists complain about an overload of responsibilities and
an agile working model, but on the otherhand, most say that the situationis under control and that
changesincompanies are beingimplemented effectively andinatimely manner.

A solution that can help technologists regain the space to address whatis mostimportantin their
work may be automation. Afterall, surprisingly, most of them are still using quite basicand limited
intheirfunctionality toolsin theirwork.

Automationisalso an opportunity for companies to manage theirinternal know-how well.
Systematisation, unification of the rules of the products or raw materials quality

criteria and access to clear rules of the game for everyone involved in the cosmetic
product development will certainly contribute to more efficient change management
and the additional space for product innovation.

We wish all technologists more time to spend creating new products —a back to the laboratory

and less office work and hours spentin “tables and calculators”.
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