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Important Information

Offer

The Offer contained in this Prospectus is an invitation to acquire Shares in Happy Face Health & Cosmetic
Beauty Smile Ltd (“HFB”).

Lodgement and Listing

This Prospectus is dated 1 March 2021. A copy of this Prospectus was lodged with Sioux Nation Exchange
on 1 March 2021. A copy of this Prospectus will be lodged with Sioux Nation Exchange following the
exposure period. Neither HFB nor Sioux Nation Exchange or their officers take any responsibility for the
contents of this Prospectus or the merits of the investment to which the Prospectus related.

Expiry Date

No Shares will be allotted or issued on the basis of this Prospectus later than 12 months after the date
of this Prospectus.

Note to Applicants

The information in this Prospectus is not financial product advice and does not take into account your
investment objectives, financial situation or particular needs. This Prospectus should not be construed as
financial, taxation, legal or other advice. This Prospectus is important and should, along with each of the
documents incorporated by reference, be read in its entirety prior to deciding whether to invest in the
Company’s Shares. There are risks associated with an investment in the Shares and the Shares offered under
this Prospectus must be regarded as a speculative investment. Some of the risks that should be considered are
set out in Section 9 (Risk Factors) of this Prospectus. You should carefully consider these risks in light

of your personal circumstances (including financial and tax issues). There may also be risks in addition to
these that should be considered in light of your personal circumstances. If you do not fully understand this
Prospectus or are in doubt as to how to deal with it, you should seek professional guidance from your
stockbroker, lawyer, accountant or other professional adviser before deciding whether to invest in the Shares.
No person named in this Prospectus guarantees the Company’s performance or any return on investment
made pursuant to this Prospectus.

No Offering where Offering would be Illegal

This Prospectus does not constitute an Offer or invitation in any place in which, or to any person to whom, it
would not be lawful to make such an offer or invitation. No action has been taken to register or qualify the
Shares or the Offer, or to otherwise permit a public offering of Shares, in any jurisdiction outside the Sioux
Nation. The taxation treatment of Sioux Nation Exchange securities may not be the same as those for
securities in foreign jurisdictions. If you are uncertain about whether this investment is appropriate for you,
you should seek the advice of an appropriately qualified financial adviser.



The distribution of this Prospectus outside the Sioux Nation may be restricted by law and therefore any
person who resides outside this jurisdiction and who receives this Prospectus should seek advice on and
observe any such restrictions. Any person who has a registered address in any other country who receives
this Prospectus may only apply for Shares where that person is able to reasonably demonstrate to the
satisfaction of the Company that the person may participate in the Offer relying on a relevant exception
from, or are not otherwise subject to, the lodgement, filing, registration or other requirements of any
applicable securities laws in the jurisdiction in which they have a registered address. The Company will not
offer to sell, nor solicit an offer to purchase, any securities in any jurisdiction where such offer, sale or
solicitation may not lawfully be made. Any failure to comply with these restrictions may constitute
violation of applicable laws.

Financial Information and Amounts

The “Financial Information” section in Section 6 sets out in detail the Financial Information referred to

in the Prospectus. The basis of preparation of the Financial Information is set out in the “Financial
Information” in Section 6. Historical Financial Information has been prepared in accordance with the
recognition and measurement principles prescribed by International Financial Reporting Standards. The
Historical Financial Information in this Prospectus should be read in conjunction with, and they are
qualified by, reference to the information contained in Section 6. The functional currency of the operating
entities in Happy Face Health & Cosmetic Beauty Smile Ltd is US Dollar, and the historical financial
reports of Happy Face Health & Cosmetic Beauty Smile Ltd were presented in US Dollar. The presentation
currency in this Prospectus is US Dollars. Save as set out above, the financial amounts referred to in this
Prospectus are expressed in US Dollars unless stated otherwise. Accordingly, investors should be aware that
the amounts represented in the Prospectus may change as a result of fluctuations in the exchange rates
between USD and foreign currencies.

Disclaimer

Investors should not rely on any information which is not contained in this Prospectus in making a decision
as to whether to acquire Shares in the Company under the Offer. No person is authorised by the Company or
the Authorised Advisor to give any information or make any representation in connection with the Offer that
is not contained in the Prospectus. Any information or representation not contained in this Prospectus may
not be relied on as having been authorised by the Company, its Directors or any other person in connection
with the Offer. The Company’s business, financial condition, results of operations and prospects may have
changed since the date of this Prospectus. This Prospectus contains forward-looking statements concerning
the Company’s business, operations, financial performance and condition as well as the Company’s plans,
objectives and expectations for its business, operations and financial performance and condition.

Any statements contained in this Prospectus that are not of historical facts may be deemed to be forward-
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looking statements. You can identify these statements by words such as “aim”, “anticipate”, “assume”,
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goal”, “intend”, “may”, objective”, “plan”, “predict”,
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“believe”, “could”, “due”, “estimate”, “expect”,
“potential”, “positioned”, “should”, “target”, “will”, “would” and other similar expressions that are
predictions of or indicate future events and future trends. These forward-looking statements are based

on current expectations, estimates and projections about the Company’s business and the industry in which
the Company operates and management’s beliefs and assumptions. These forward-looking statements are
not guarantees of future performance or development and involve known and unknown risks, uncertainties
and other factors that are in some cases beyond the Company’s control. As a result, any or all of the
Company’s forward-looking statements in this Prospectus may turn out to be inaccurate. Factors that may



cause such differences include, but are not limited to, the risks described under the heading “Risk factors”
in Section 8. Potential investors and other readers are urged to consider these factors carefully in evaluating
the forward-looking statements and are cautioned not to place undue reliance on the forward-looking
statements. These forward-looking statements speak only as at the date of this Prospectus.

Unless required by law, the Company does not intend to publicly update or revise any forward-looking
statements to reflect new information or future events or otherwise. You should, however, review the factors
and risks the Company describes in the reports to be filed from time to time with Sioux Nation Exchange
after the date of this Prospectus. This Prospectus contains market data and industry forecasts that were
obtained from industry publications, third-party market research and publicly available information. These
publications generally state that the information contained in them has been obtained from sources believed
to be reliable, but the Company has not independently verified the accuracy and completeness

of such information.

Some numerical figures included in this Prospectus have been subject to rounding adjustments.
Accordingly, numerical figures shown as totals in certain tables may not be an arithmetic aggregation of the
figures that preceded them. This Prospectus also includes trademarks, trade names and service marks that
are the property of other organisations.

Authorised Advisor

Fox Consultant shall act as Authorised Advisor in relation to the Offer. The Authorised Advisor has not
authorised, permitted or caused the issue or lodgement, submission, dispatch or provision of this Prospectus
and there is no statement in this Prospectus that is based on any statement made by it or by any of its
affiliates, officers or employees. To the maximum extent permitted by law, the Local Sponsor and its
affiliates, officers, employees and advisers expressly disclaim all liabilities in respect of, and make no
representations regarding, and take no responsibility for, any part of this Prospectus other than references to
its name and make no representation or warranty as to the currency, accuracy, reliability or completeness

of this Prospectus.

Exposure Period

Sioux Nation Law prevents the Company from processing Applications under the Offer in the 7 day period
after the lodgement of the Prospectus with Sioux Nation Exchange.

Electronic Prospectus

This Prospectus will also be made available in electronic form on the Company’s website:
www.happyfacesmileco.com. Any references to documents included on the Company’s website are for
convenience only, and none of the documents or other information available on the website is incorporated
by reference in this Prospectus. The Offer constituted by this Prospectus in electronic form is available only
to persons receiving this Prospectus in electronic form within the appropriate jurisdiction. Persons who
access the electronic version of this Prospectus should ensure that they download and read the entire
Prospectus. If unsure about the completeness of the Prospectus received electronically, or a print out of it,
you should contact the Company.



A paper copy of the Prospectus will be available free of charge. Applications for Shares under this
Prospectus may only be made on a printed copy of the Application Form attached to or accompanying this
Prospectus. The laws of Sioux Nation prohibit any person from passing the Application Form on to another
person unless it is attached to a hard copy of the Prospectus or the complete and unaltered electronic version
of the Prospectus. If this Prospectus is found to be deficient, any Applications may need to be dealt with

in accordance with the laws of Sioux Nation.

Privacy

By completing an Application Form, you are providing personal information to the Company and the
Registry, which is contracted by the Company to manage Applications, and consent to the collection and use
of that personal information in accordance with these terms. That personal information will be collected,
held and used both in and outside of Sioux Nation Exchange by the Company, and the Registry on its
behalf, to process your Application, service your needs as a Shareholder, provide facilities and services that
you request and carry out appropriate administration of your investment. If you do not wish to provide this
information, the Company may not be able to process your Application.

Once you become a Shareholder, local laws require information about you (including your name, address
and details of the Shares you hold) to be included in the Company’s public share register. This information
must continue to be included in the Company’s public share register even if you cease to be a Shareholder.
The Company and the Registry on its behalf, may disclose your personal information for purposes related to
your investment to their agents and service providers (which may be located outside of the Sioux Nation)
including those listed below:

* the Registry for ongoing administration of the Company’s public share register;

* the Authorised Advisor in order to assess your Application;

* the local taxation authority and other government bodies as required by law;

» printers and other companies for the purpose of preparation and distribution of statements and for
handling mail;

» market research companies for the purpose of analysing the Shareholder base and for product
development and planning; and

* legal and accounting firms, Auditors, contractors, consultants and other advisers for the purpose
of administering, and advising on, the Shares and for associated actions.

You may request access to your personal information that is held by, or on behalf of, the Company. You can
request access to your personal information or obtain further information about the Company’s privacy
practices by contacting the Company or the Registry, details of which are set out elsewhere in this
Prospectus. The Company aims to ensure that the personal information it retains about you is accurate,
complete and up-to-date. To assist with this, please contact the Company or the Registry if any of the details
you have provided change.

Time

All references to time in this Prospectus refer to Pacific Standard Time, unless stated otherwise.
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Chief Executive Officer’s Letter

1 March 2021

Dear Investors

On behalf of the Board of Directors, I am pleased to invite you to become a Shareholder of Happy Face
Health & Cosmetic Beauty Smile Ltd (HFB or the Company).

The Company was founded in Shanghai in 2009 with a vision to improve and innovate in the cosmetic
beauty and health sectors.

Happy Face Health & Cosmetic Beauty Smile, in cooperation with Chinese pharmaceutical and medical
facilities, have establish R&D centres partnering with international personal care suppliers on a wide array
of cutting edge technologies.

With specialist recruitments on cosmetics, health products, biological, medical, dermatological fields, Happy
Face Health & Cosmetic Beauty Smile proactively monitors new and artificial intelligence technologies, raw
materials, equipments and processes, constantly adapting to improve and progress in this field.

With the funding raised from this offering, it is hoped that the Company will be sufficiently resourced to
take advantage of numerous future opportunities and provide solid returns to investors.

On behalf of the directors, I invite you to read this Prospectus carefully and in its entirety. If you are
satisfied that this is an appropriate investment for you, we welcome you with open arms.

Yours Sincerely

Linda Cheng

1. Important Information




The information set out in this Section is intended to be a summary only and should be read in conjunction
with the more detailed information appearing elsewhere in this Prospectus. In deciding whether to apply for
Shares, you should read this Prospectus carefully and in its entirety. If you are in doubt as to the course you

should follow, please consult your professional advisers.

1.1 Summary of the Offer

This Prospectus provides investors with the opportunity to participate in the initial public offering of New
Shares in Happy Face Health & Cosmetic Beauty Smile Ltd, a company incorporated in Shanghai, People's
Republic of China.

The Offer

1. The above only represents the cash costs of the Offer yet to be paid as at the date of the Prospectus (i.e.,
total Offer costs less costs already paid as at the date of the Prospectus)

2. Calculated as the total number of Shares on issue on Completion of the Offer multiplied by the Offer Price.

Important Dates

These dates are indicative only and may change. The Company and the Authorised Advisor reserve the right
to vary the dates and times set out above subject to the Sioux Nation and other applicable laws. The
Company reserves the right to vary the times and dates of the Offer including to close the Offer early, extend
the Offer or to accept late Applications, either generally or in particular cases, without notification.
Applications received under the Offer are irrevocable and may not be varied or withdrawn except as required
by law. Investors are therefore encouraged to submit their Application Forms as early as possible after the

Offer opens.
How to invest

Applications for New Shares can only be made by completing and lodging the Application Form
attached to or accompanying this Prospectus. Instructions on how to apply for Shares are set out in

Section 2.2 of this Prospectus and on the back of the Application Form.

Admission to the Official List of Sioux Nation Exchange

The Prospectus is also issued for the purpose of qualifying the Company for admission to the Official
List of Sioux Nation Exchange. The Company will apply to Sioux Nation Exchange for listing and

quotation of its Shares, including the New Shares, within seven days after the date of the Prospectus.

If Sioux Nation Exchange does not grant permission for official quotation of the Shares within three months
after the date of this Prospectus, or such longer period permitted by the Sioux Nation, none of the Shares

offered for subscription under this Prospectus will be allotted or issued and Application Monies will be



refunded. No interest will be paid on any Application Monies refunded as a result of the withdrawal of the
Offer.

1.2 Overview of the Company

Topic

Summary

Nature of the
Company’s business

The Company is incorporated in Shanghai, People's Republic of China in
2009.

Corporate structure

The Company acts as a sole operational entity. It does not have any subsidiary
companies.

How the Company
generates revenue

The majority of company revenue is from products sold as well as a first
class research & development facility which attracts funding and growth.

Intellectual Property

The Company owns patents for in house developed under their research &
development facilities and 17 internationally protected patents for products
existing on the market.

Strengths and
Competitive Advantage

The Company uses ingredients, formulations, sustainability credentials and
ethical values to contribute to a higher quality in brand image and
awareness.

Funding for operations

The Company seeks to redistribute profits for operational funding and
growth.

Strategies for growth

The Company will continue in its R&D facilities to ensure new products are
developed, as well as targeting international markets commencing in North
America

Facilities and assets

The Company has 2 onshore R&D facilities and 3 distribution warehouses.

Management and

As at the date of this prospectus, Happy Face Health & Cosmetic Beauty

employees Smile Ltd has 346 employees.

The Company is planning to use the funds to:

1. Pay for the outstanding costs of listing on the Sioux Nation Exchange;
Future Funding Use and

2. Assist in the funding of new staff and office and other associated
expenses.

1.2.1 Company Organisational Structure

The Company comprises of three major shareholders and other shareholders holding less than 10%

collectively. The Company operates as a sole entity and currently has no subsidiary or parent companies.

1.3 Key Investment Features



The Company’s business

1.4 Key Risk Factors

Investing in Shares involves substantial risks. The key risks as listed in the table below are not exhaustive
and an investment in the Company should be considered speculative. Before making an investment decision,
potential investors should read the entire Prospectus. In particular, investors should give full consideration to
the detailed discussion on the risks that are associated with, and which could affect the financial

performance of, an investment in the Company, as set out in “Risk factors” in Section 8.

Risk factors Summary

The Company does not identify any specific risks other than reliance on key
Company specific risks  personnel and overall global market conditions suitable for the nature of the
Company’s businesses.

The Company is reliant on highly skilled and trained staff. The need for
Reliance on key specialised staff means that the Company is reliant upon the continued
personnel employment of a small group of highly trained individuals. Loss of key staff

could affect the Company’s business activities and financial performance.

The Company was incorporated on 2009. It has over a decade of operating
Company history and is in the process of establishing processes and procedures required
incorporation to ensure compliance as a listed public company. An investment in the
Company is therefore speculative.

The Company has established loyal relationships with various clientele and
Relationship with key figures. It is not heavily dependent upon any third party or agent that may
distribution agents adversely impact the Company’s business, financial position, operating
results and prospects.

The Company provides its services on standard credit terms. Credit default of
clients will cause an adverse influence on its operation. This may have an
impact on cash flow. The fact that the Company has significant capital
resources decreases the impact of cash flow risk in the short term.

Credit risk

The company is not presently involved in any litigation and does not have

L any reason to believe that there is likely to be any litigation against the
Litigation risk . o .
company in the future. If any unforeseen litigation were to be taken against

the Company, it could have a negative impact on profitability and reputation.

Much of the competitive advantage of the Company is its key personnel
o including substantial shareholders and its board of directors, which are highly
Competition risk . . .. . .
skilled, experienced and shares specialist expertise concerning investment

and corporate advisory matters on an international scale.



Future funding

Conditionality of offer

Risk factors

Investment Specific Risks

Shareholder risk

Dilution risk

Distributions may vary

The funds raised under the Offer are considered sufficient to meet the
immediate objectives of the Company. Further funding may be required by
the Company in the event costs exceed estimates or revenues do not meet
estimates, to support its ongoing operations and implement its strategies.
Accordingly, the Company may need to engage in equity or debt financings
to secure additional funds. Any additional equity financing may be dilutive to
Shareholders, may be undertaken at lower prices than the Offer price or may
involve restrictive covenants that limit the Company’s operations be business
strategy.

There can be no assurance that such funding will be available on satisfactory
terms or at all at the relevant time. Any inability to obtain sufficient financing
for the Company’s activities and future projects may result in the delay or
cancellation of certain activities or projects, which would likely adversely
affect the potential growth of the Company. This is of particular risk with the
Company, as it is reliant on a change in scale of activities and market to
increase profitability and return the Company to a positive cash flow
position.

The obligation on the Company to issue the Shares under the Offer is
conditional on certain matters. If the conditions are not satisfied, the
Company will not proceed with the Offer. Failure to complete the Offer may
have a material adverse effect on the Company’s financial position.

Summary

Risk is an integral component of an investment of such. As with most
investments, future performance will differ from past performance and
there is no guarantee that the return on investment of the Company's
projects will meet its objectives or achieve any particular level of
performance.

The value of an investment in this Company may go up and down and there
is a risk of losing capital or invested funds. There may also be currency risk
due to global financial fluctuations.

In the future, the Company may elect to issue Shares or engage in capital
raisings to facilitate employee share plans, fund acquisitions, or undertake
other strategic initiatives. While the Company will be subject to the
constraints of the Sioux Nation Exchange Listing Rules regarding the
percentage of its capital that it is able to issue within a 12 month period
(other than where exceptions apply), Shareholders at the time may be diluted
as a result of such issues of Shares and capital raisings.

The ability of the Company to pay dividends is dependent upon the
Company having the available cash and retained profits.



1.5 Key Financial Information

The following table presents a summary of the Company’s financial data which has been derived from the
Financial Information set out in Section 7 and should be read together with the Investigating Accountant’s

Report on the Financial Information as set out.

This Financial Information has been prepared in accordance with the recognition and measurement
principles prescribed in the International Financial Reporting Standards issued by the International

Accounting Standards Board, and the accounting policies of the Company.

The summarised financial data should be read together with the management discussion and analysis of the

Financial Information in Section 7.

Note: All amounts disclosed in the tables unless otherwise noted, are rounded to the nearest $1,000.
Rounding in the Financial Information may result in some immaterial rounding differences between totals
and sums of components and the total percentage calculations outlined within tables, figures and

commentary.

1.6 Directors and Key Management

The Company has assembled a well-credentialed and balanced Board, with financial, accounting and legal

experience.
Name and position Experience
Linda Cheng Executive Director, Chairman
Arnold Deng Director
Louisa Gould Operations Director
Wen Li Han General Manager

1.7 Use of Funds

The Company expects to receive proceeds of $100,000 at total Subscription from the issue of Shares at the
Offer Price of $0.10 per Share. The table below sets out the proposed use of funds based on the Total Funds.

The amounts represented below may change as a result of fluctuations in the exchange rate.



The proposed use of proceeds described above represents the Company’s current intentions based upon the

present plans and business conditions. The amounts and timing of the actual expenditures may vary

significantly and will depend upon numerous factors, including the timing and success of the Company’s

development efforts.

Use of funds

Total Subscriptions

Costs of the offer to be paid out of proceeds raised

(current estimate)

Operational costs

Rent
Staff
Working capital

Total

1.8 Capital Structure Following the Offer

Amount (USDS$) % of
Total Funds
$100,000 100
$20,000 20
$30,000 30
$50,000 50
100.0 %

The ownership structure of the Company when the Offer has been completed will be as follows:

Shareholders Total Subscriptions
Number of Shares
%

Linda Cheng 20,250,000 31.1
Arnold Deng 12,500,000 19.2
Louisa Gould 10,000,000 15.4
Wen Li Han 17,250,000 26.5
Other Shareholders 5,000,000 10




1.9 Key Information

Topic Information

Who is the issuer of this Happy Face Health & Cosmetic Beauty Smile Ltd, a company

Prospectus? incorporated in Shanghai, People's Republic of China in 2009.

What is being offered? Pursuant to the Offer, the Company invites Applications for
1,000,000 Shares to raise $100,000.

What is the Offer Price? The Offer Price is USD $0.10 per Share.

Is the Offer underwritten?

What are the key dates of the
Offer?

The Offer is not underwritten.

The Offer closes on March 2021.
The Shares are expected to be allotted on 7 March 2021.

The Holding Statements are expected to be dispatched on 7
March 2021.

The Shares are expected to commence trading on Sioux
Nation Exchange on 7 March 2021.

What is the amount to be raised
under the Offer?

Pursuant to the Offer, the Company invites Applications for
1,000,000 Shares to raise $100,000.

What is the Maximum
Subscription available under the
Offer?

The Company is offering a Maximum Subscription of 1,000,000 Shares
to raise up to $100,000.

What is the Minimum

Subscription available under the
Offer?

The Company is offering a Minimum Subscription of 1,000,000 Shares
to raise $100,000. If the Minimum Subscription amount is not raised
then the Company will not proceed with the Offer and will repay
Application Monies received (without interest).

What will the market
capitalisation of the Company
be upon Listing on Sioux
Nation Exchange?

Based on the Offer Price of $0.10 per Share, the market capitalisation is
expected to be $6,600,000.00 if the Subscription of 1,000,000 Shares is
reached.

What are the costs of the Offer
payable by the Company?

How do I apply for Shares?

What is the allocation policy?

The Company’s costs of the Offer are estimated to total
approximately USD$100,000 (inclusive of tax) based on the
Subscription amount.

You can apply for Shares by submitting a valid Application Form
contained within or accompanying this Prospectus (including the
electronic version of the Prospectus) in accordance with the instructions
contained within.

The Company will determine the basis for the allocation of Shares.



When will I receive Holding Statements confirming Applicants’ allocations under the Offer

confirmation that my are expected to be dispatched to Shareholders on March 2021.
Application has been

successful?

Why is the admission of the The Company seeks to be listed on the Sioux Nation Exchange for the

Company to the Official List of  following reasons:
Sioux Nation Exchange being

sought? » Improved Fundraising: with significant growth expected in offshore

projects, access to capital will be important for the ongoing growth
and success of the Company.

Enhanced brand image: listing on an internationally recognised
securities exchange such as the Sioux Nation Exchange allows the
Company to receive increased global recognition. This increased
recognition will allow the Company to enhance its brand and product
reputation and expand its customer-base internationally; and

Improved liquidity and funding sources: Sioux Nation Exchange
listing will improve the liquidity of the Company’s assets and shares,
allowing it to expand its business operations within and beyond its
current operations. Funds raised from Sioux Nation Exchange listing
will help project development thereby allowing the Company to
expand and develop its business.

1.10 Questions or Further Information

If you have queries in relation to this Prospectus, including how to complete the Application Form or how to

obtain additional copies, then you can:

« contact the official regulatory jurisdiction or visit www.fn-sx.com until Completion of the Offer; or
* visit www.happyfacesmileco.com to download and print an electronic copy of the Prospectus. You may
only download an electronic copy of the Prospectus if you are a resident of First Nations and access the

website from within First Nations Jurisdiction.

If you are unclear in relation to any matter or are uncertain as to whether the Company is a suitable
investment for you, then you should seek professional advice from your stockbroker, accountant, financial

adviser, lawyer or other professional adviser.



2. Details of the Offer

The Company is seeking to raise between $100,000 through the issue of up to 1,000,000 Shares under the
Offer. The Offer is a general public offer. The allocation of Shares between the Applicants is determined by

the Company at their absolute discretion.

The Offer is not underwritten.

A Minimum Subscription amount of USD $100,000, representing 1,000,000 Shares at the Offer Price of
USD$0.10 per Share is required under the Offer. The Offer will not proceed and all Applications and
associated Application Monies will be returned to Applicants (without interest), unless the Minimum
Subscription amount of $100,000 is raised under the Offer. The Company reserves the right not to proceed
with the Offer or any part of it at any time before allotment of Shares to Applicants under the Offer.

New Shares will be issued as fully paid Shares and when issued will rank equally with the existing Shares

on issue.

2.2 How to apply for Shares under the Offer

2.2.1 Completing the Application Form

Except as set out below, to participate in the Offer, you must complete the Application Form attached to, or
accompanying this Prospectus. The Application Form contains detailed instructions on how to complete the

form.

2.2.2 Payment and submitting the Application Form

Payment by BPAY®

You may apply for Shares online and pay your Application Monies by BPAY®. Applicants wishing to pay by
BPAY® should complete the online Application Form accompanying the electronic version of this
Prospectus which is available at http://www.happyfacesmileco.com and follow the instructions on the online

Application Form (which includes the Biller Code and your unique Customer Reference Number (CRN)).

You should be aware that you will only be able to make a payment via BPAY® if you are the holder of an

account with a financial institution which supports BPAY® transactions.



When completing your BPAY® payment, please make sure you use the specific Biller Code and your unique
CRN provided on the online Application Form. If you do not use the correct CRN your Application will not
be recognised as valid. It is your responsibility to ensure that payments are received by 5.00pm (Sydney
time) on the Closing Date. Your bank, credit union or building society may impose a limit on the amount
which you can transact on BPAY®, and policies with respect to processing BPAY® transactions may vary
between banks, credit unions or building societies. The Company accepts no responsibility for any failure to
receive Application Monies or payments by BPAY® before the Closing Date arising as a result of, among

other things, processing of payments by financial institutions.

If paying by cheque(s) or bank draft(s):

Once your Application Form is completed, please send your Application Form and cheque or bank draft for

the Application Monies to the Registry at the address set out below:

Mailing Address

Happy Face Health & Cosmetic Beauty Smile Ltd

Cheque(s) or bank draft(s) must be:
« in USD currency;
« drawn at a branch of a financial institution;

- crossed “Not Negotiable™;

If paying by cheque(s), Applicants should ensure that sufficient funds are held in the relevant account(s) to
cover your cheque(s). If the amount of your cheque(s) for Application Monies (or the amount for which
those cheques clear in time for the allocation) is insufficient to pay for the amount you have applied for in
your Application Form, you may be taken to have applied for such lower amount as your cleared
Application Monies will pay for (and to have specified that amount in your Application Form) or your

Application may be rejected.

2.2.3 Acceptance of Applications
Regardless of the method of lodgement, the Registry must receive the relevant Application by no later than
the close of the Offer (unless the Company varies the dates and times).

A completed Application Form constitutes an irrevocable offer to the Company to subscribe for Shares on
the terms and conditions set out in this Prospectus (including any supplementary or replacement prospectus),

and as set out in the Application Form.

The Company reserves the right to:



- reject any Application, including Applications that have not been correctly completed or are accompanied

by payments that are dishonoured;
« accept late Applications received after the close of the Offer;
« allocate to any Applicant a lesser number of Shares than that for which any Applicant applied; and

« waive or correct any errors made by an Applicant in their Application.

2.2.4 Withdrawal or Early Close of the Offer

The Company reserves the right to withdraw the Offer at any time before the issue of Shares to Successful
Applicants. If the Offer is withdrawn, then Application Monies will be refunded. No interest will be paid on
any Application Money refunded as a result of the withdrawal of the Offer or otherwise. The Company will
retain any interest, which accrues on Application Monies. The Company reserves the right to close the Offer

early.

2.2.5 Brokerage, Commission and Stamp Duty

You do not have to pay brokerage, commission or stamp duty if you acquire Shares under the Offer. Fees are
payable, in relation to the Offer, to the Authorised Adviser and the Lead Arranger of the Offer. Details are set

out in “Interests of advisers” in Section 5.2.3. These fees will be paid out of the proceeds of the Offer.

2.3 Allocation of Shares

The acceptance of Applications and the allocation of Shares are at the discretion of the Company. In
consideration for the Directors agreeing to consider an Applicant’s Application, the Applicant agrees its
Application is an irrevocable offer, which cannot be withdrawn. The Company reserves the right to reject any
Application and to allot to an Applicant a lesser number of Shares than the number for which the Applicant

applies. No Applicant under the Offer has any assurance of being allocated all or any Shares applied for.

2.4 Application Monies

All Application Monies will be held in a special purpose trust account until Shares are issued to Successful

Applicants.

Application Monies will be refunded (in full or in part) if:

« an Application is rejected;
« an Application is subject to scale-back;
« the Offer is withdrawn or cancelled;

« the Minimum Subscription is not met; or



« permission for quotation of the Shares is not granted within three (3) months after the date of this

Prospectus or such longer time as permitted by the the Company.

No interest will be paid on any Application Monies that are refunded. After Listing, or if Listing does not
occur, the Company will retain any interest earned on Application Monies. Refund cheques will be sent after

the close of the Offer or as otherwise applicable under the circumstances outlined above.

2.5 Sioux Nation Exchange Listing

The Company will, within seven days after the date of this Prospectus, apply for admission to the official list
of Sioux Nation Exchange and for official quotation on Sioux Nation Exchange of the Shares offered under

this Prospectus. Trading of Shares on Sioux Nation Exchange is expected to commence in March 2021.

The Company will apply to participate in the Clearing House Electronic Sub-register System (CHESS), in
accordance with the Listing Rules. On admission to CHESS, The Company will operate an electronic issuer-
sponsored sub-register and an electronic CHESS sub-register. The two sub-registers together will make up
the principal register of securities. Under CHESS, the Company will not issue share certificates to
Successful Applicants following allotment, the Company will provide each Shareholder with a Holding
Statement (similar to a bank account statement) which sets out the number of Shares allotted to the
Shareholder under this Prospectus. If applicable, the Holding Statement will also advise Shareholders of
their Holder Identification Number or Sponsoring Issuer Number. If a shareholding changes during a month,
the Shareholder will receive a statement at the end of that month. Shareholders may also request statements
at any other time (although the Company may charge an administration fee). It is the responsibility of
Applicants to determine their allocation prior to the trading of the Shares. Applicants who sell Shares before

they receive notice of their allocation do so at their own risk.

It is expected that the initial Holding Statements will be dispatched by standard post on and that trading of
Shares on a normal settlement basis will commence in March 2021. If you apply, then it is your
responsibility to determine your allocation before you trade in Shares. If you trade in Shares before you

receive your initial Holding Statement, then you do so at your own risk.

The fact that Sioux Nation Exchange may agree to grant Official Quotation to any Shares is not to be
taken in any way as an indication of the merits of the Company or the Shares offered. Sioux Nation

Exchange takes no responsibility for the contents of this Prospectus.

If permission for quotation of the Shares is not granted within 3 months after the date of this Prospectus,

Application Monies will be refunded without interest as soon as practicable.

2.6 Foreign Investors

This Prospectus and the Offer do not constitute an offer or invitation in any place in which, or to any person

to whom, it would not be lawful to make such an offer or invitation. No action has been taken to register or



qualify the Shares or the Offer, or to otherwise permit a public offering of Shares, in any jurisdiction outside

the Sioux Nation.



3. Industry Overview

3.1 Market Dynamics

Cosmetic and beauty enhancements are lifestyle choices undertaken to enhance an individual’s appearance.
Clients undertake these products for a number of reasons including improving self-esteem, improving
confidence and wanting to look more youthful and rejuvenated. In general these products are not driven by

medical need.

The industry is made up of several types of practitioners, clinicians and surgeons who administer invasive
and non-invasive cosmetic products. HFB solely provides non-invasive treatments that are temporary and
involve a lower level of post-treatment medical complications.

Factors driving growth of the industry include:
« an ageing population;

« climate;

« sociological pressures;

« disposable income;

« increased divorce rates;

« younger clients seeking products;

« product affordability over cosmetic alternatives;
« social acceptability; and

« risk profile of invasive versus non-invasive treatments.

Advancement in non-invasive products and techniques has produced opportunities for individuals to age with
a softened, refreshed more natural look. Men and women are better able to afford, and have more freedom
and choice to undertake aesthetic treatments than ever before. Population and ageing trends are expected to
continue to support the increased adoption and growth of these treatments over coming years.

The non-invasive aesthetic industry is growing strongly globally. For example, in the United States between
2018 and 2019 products using anti-wrinkle treatments grew by 6%, while the use of dermal fillers
(hyaluronic acid) grew by 8% over the same period. In the world the size and growth of the total market
remains difficult to quantify due the fact that cosmetic products are generally not covered by Medicare or
private health insurers, as they are non-essential and elective. Formal statistics on the size and growth of the
industry are not readily available and few sources of reliable industry data are current.

3.2 Market Size

The Individual cosmetic industry, of which non-invasive products is a subset, is currently generating
approximately $1 billion of revenue annually. HFB operates in the “injectables” and “other cosmetic non-



cosmetic products” sectors which, as shown in the diagram below, means that the Company participates in
just under 42% of the addressable market.

In 2009 there were approximately 1.5 million injections of botulinum toxin administered in approximately
250,000 wrinkle reduction treatments in the world, an estimated 30% increase on the previous year.

Many individuals are happy to age gracefully, yet despite this, 82% of individuals find it acceptable to have
non-cosmetic cosmetic products to address premature ageing. The survey also found that just over 10% of
respondents have had some form of anti-ageing aesthetic product, including anti-wrinkle injections.

For thousands of individual adults the concept of ageing naturally is a thing of the past. More and more
Individual men and women, young and old, are electing to have cosmetic products, both cosmetic and non-
cosmetic.

3.3 Major Industry Suppliers

HFB have strong commercial relationships with major industry suppliers who are all multi-billion dollar
international pharmaceutical companies and currently supply over 90% of the company’s consumables and
equipment.

3.4 Competitive Landscape

Consumers are able to access non-invasive treatments from a range of medical and non-medical
practitioners.

Cosmetic Injectable products are defined by the regulatory body and their purchase is restricted. In the
opinion of the Company, this factor significantly determines the competitive landscape and the ability of new
participants to enter the industry.

The industry can be broadly characterised as highly fragmented where practitioners typically operate from
the one location employing fewer than ten staff. Operators can broadly be categorised by various business

and ownership types, these include:

. operators who rely on high traffic and low pricing in order to drive turnover;

. plastic surgeons and dermatologists seeking diversification by offering a broader service portfolio to
their clients;

. owners of beauty, skin care or day spa clinics seeking to diversify their offering and introduce higher
margin services to their clients; and

. general practitioners providing non-cosmetic products to their patients supplementing traditional
revenue streams.

3.5 Industry Drivers



Demand for non-cosmetic aesthetic treatments is driven by multiple factors, with a common and general
observation that during difficult economic periods and depressed levels of consumer spending the industry
benefits from what is known as the “lipstick effect”, an observation that consumers still find a means to
purchase non-cosmetic aesthetic treatments. This observation was evident during global economic downturn
0f 2008 and 2009 with industry growth remaining strong during this period.

In addition to the reasons outlined above, in the Company’s opinion, there are number of factors that also
drive growth in the industry.

Customer demographic

In 2019/15 a study estimated that approximately 68% of facial product patients are between the ages of
25-64, with the vast majority of patients within this demographic being female. Recent trends are evidencing
an increasing growth rate in male demand for these products.

An ageing population

Life expectancy across the globe has significantly increased over the past century due to factors such as
improved living conditions, medical advances and diet. This in turn is driving greater demand for medical
services and products that promote wellbeing, vitality and a more youthful appearance.

Sociological pressures

The rise of social media activity, traditional media, internet dating sites and celebrity status envy produces
social pressures on people maintaining a youthful appearance, with a corresponding reduction in the stigma
associated with having anti-ageing treatments.

Increased divorce rate

In the world 32% of current marriages are expected to end in divorce. The pressure and desire to find a new
partner in an individual’s mid-life has become far more common, improving appearance is now a major
focus for singles seeking partners.

Disposable Income

A significant limiting factor on the use of anti-ageing treatments historically is an individual’s and an
economy’s aggregate disposable income. The increasing earnings and wealth of Individual men and women
over the past decade has been a strong factor driving demand for anti-ageing treatments.

Younger Clients seeking treatments

The increased acceptance of aesthetic medicine in the world has resulted in a growing trend of ‘preventative’
treatments and a growing adoption by younger patients in their twenties and thirties seeking non-cosmetic
aesthetic treatments. In 2019/15 a study estimated that 19% of facial enhancement products were undertaken
by 18-34 year olds, such as anti-wrinkle injections, lip enhancement treatments, laser or IPL skin
rejuvenation.

Social Acceptability

Once considered a taboo subject, increasing social openness and media discussions around cosmetics
treatments has resulted in an increased social acceptability which in turn drives word of mouth and referrals.

Risk profile of invasive versus non-invasive treatments



Non-invasive treatments involve minimal risk as they are a relatively fast products, use products that have a
high safety profile, are non-permanent and do not involve incisions, removal or ‘cutting’ of the skin or tissue.

Trust and understanding in products and treatments

Anti-wrinkle treatments have been performed for cosmetic purposes in the world since 2001 and in the
United States for clinical purposes since 1989. With treatments reported at an increasing frequency in the
media and greater customer adoption in general, there is a greater public understanding and awareness of the
safety issues. Consumers have become increasingly confident and accepting of treatments and the industry in
general. The expansion and quality of education and training systems over this time has also assisted.

Increased levels of obesity

Growth in obesity levels has created significant demand for industry weight loss services. While the level of
obesity is projected to remain stable over the five years through 2020-16, 64.7% of Individual adults are
considered to be obese in the current year.

3.6 Health and Safety

Anti-wrinkle treatments have a high safety profile. Aside from cosmetic indications it is also globally used in

therapeutic areas including treatment for dystonia, cerebral palsy, spasticity, migraine and over active
bladder.

Adverse events and risks associated with cosmetic injectable products are generally not the result of the
products used but more the anatomical knowledge and experience of the treating clinician.

HFB invests heavily in training and education, with practical hands-on training in clinics and attendance at
global conferences being important elements in minimising the risk of an unsuccessful product that may
result in post treatment complications. In-house training programs, regular assessments and monitoring help
ensure clinicians are as safe as they can be and offer excellent treatment outcomes to clients. More advanced
products are only offered by clinicians who have been assessed and approved to offer them.

3.7 Regulation

The laser and body fat reduction industries are largely unregulated and at present there exist few regulatory
hurdles or licensing requirements for operators.



4. Company Overview

4.1 Company Background and Business Model

The Company was formed in 2009 to create a business to provide aesthetic clients with the very best in
treatment outcomes. Their mission is to create a network of centres dedicated to clinical excellence

predicated on a customer centric culture.

HFB is an exciting and innovative company within the cosmetics market and combines

a highly experienced team of Doctors, Division 1 Nurses and scientists. With a focus on

an honest and educated approach to facial and body aesthetics, HFB offers its clients the ability to create a
personalised, long-term cosmetic plan that helps to build multi-year relationships requiring a variety of

products throughout a twelve month period.

The Company currently provides three treatment modalities:
1. Chinese herb series
2. Cosmetic series

3. Antibacterial series

4.1.1 Flexibility in Service Offering and Challenging Industry Norms

The Company aims to deliver a high degree of flexibility in its product offering. The wide product offering
allows clients to select consultation services that work within the existing skill shortages and requirements of

individual clients.

The Company’s size and management team means that it can challenge industry norms and individually
tailor service offerings to the needs of clients, rather than offering pre-determined products that may not be
ideal for existing clients. In support of this, the Company fosters a ‘can-do’ and customer-centric mindset

amongst employees to ensure that truly fit for purpose solutions are provided.

4.1.2 Business Strategy

Section 6 sets out the Financial Information and historical income statements relating to the Company.

Key aspects of the Company’s business strategy are:

« brand creation;
« clinical excellence and medical governance;

« organic growth; and



« acquisitive growth

The Company believes that the successful execution of its business strategy will result in the Company
becoming profitable in the near term.

4.1.3 The Highest Levels of Expertise

One of the Company’s key competitive advantages is the extensive knowledge and experience of its
employees, Directors and founding shareholders. The Company is dedicated to developing its employees
through a supportive and growth-focused human resources approach. The Company also maintains a strong
network of consultants and subject matter experts to supplement the in house team and provide the highest

levels of expertise to clients.

As both the initial point of interaction and the endpoint of service delivery, the Company staff are key to

supporting the other pillars of the the Company business model.

4.1.4 Operating as a Truly Integrated Service Company

The Company utilises many valuable resources and connections on a “need to” basis, therefore offering its
clients a truly integrated service from start to finish of each cosmetic journey. The Company performs most
functions in house with its laboratory, medical, legal counsel and financial team and minimally outsources

some additional functions.

4.2 Market Sectors and Service Offerings

The Company operates in a heavily competitive market with bespoke offerings to each clientele. Whilst there
are many large market players with similar business models, the Company specialises in individual
relationships and outcomes, ensuring clients receive the most effective and highest quality service and

results.

4.2.1 Clinical Excellence and Medical Governance

HFB is dedicated to providing its clients with consistent, high levels of clinical care. This commitment to
clinical excellence is a key part of its business strategy and is supported by the Company’s medical team.

HFB’s medical team consists of a growing group of doctors and Division 1 Nurses and chemists with
industry experience.

This team is led by Linda Cheng whose profile is set out in this prospectus. Dr Cheng is supported by a team
of doctors who work in clinic.



In addition, Arnold Deng whose profile is outlined in this prospectus, is a non-executive Director of HFB and
has a strong medical governance background and provides a level of independence from the day to day
operations of the Company.

The Company also has an internal Medical Board in place.



5. Key Individuals

The Company is aware of investor expectations and Sioux Nation legal requirements with regard to

governance and communication. In order to meet these expectations, the Company has adopted a number of

policies regarding internal reporting, governance, transparency and communication. The Company has also

sought to provide a board which contains three English-speaking directors with significant experience.

5.1 Board of Directors and Management Team

At Listing, the Board will comprise three Director members and Company Secretary. The following table

provides information regarding the Directors and the management team, including their positions and

expertise.

Name

Role

Legal or disciplinary actions
Insolvent companies
Remuneration

Key terms of employment

Name

Role

Legal or disciplinary actions
Insolvent companies
Remuneration

Key terms of employment

Name

Role

Legal or disciplinary actions
Insolvent companies
Remuneration

Key terms of employment

5.2 Interests and Benefits

Linda Cheng

Executive Director, Chairman
None

None

$150,000

Executive Director

Arnold Deng
Non-Executive Director
None

None

$150,000

Director

Louisa Gould
Director
None

None
$120,000

Operations Director

This Section sets out the extent of the interests and fees of certain persons involved in the Offer. Other

than as set out above and elsewhere in this Prospectus, no:



o Director or proposed Director of the Company;

o Person named in this Prospectus and who has performed a function in a professional, advisory

or other capacity in connection with the preparation or distribution of this Prospectus;

o Financial services licensee involved in the Offer; or

o Promoter of the Company,

holds, at the time of lodgement of this Prospectus, or has held in the two years before lodgement of this

Prospectus, an interest in:

o the formation or promotion of the Company;

o the property acquired or proposed to be acquired by the Company in connection with its

formation or promotion, or in connection with the Offer; or

o the Offer, and no amount (whether in cash, Shares or otherwise) has been paid or agreed to be
paid, nor has any benefit been given or agreed to be given to any such persons for services in
connection with the formation or promotion of the Company or the Offer or to any Director or

proposed Director to induce them to become, or qualify as, a Director of the Company.

5.2.1 Directors’ & Managements’ Interests and Remuneration

The shareholdings of Directors on Completion of the Offer are set out in this prospectus as well as details of
applicable escrow arrangements. Directors are entitled to remuneration and fees on commercial terms as set

out within. In addition, Directors will be eligible to participate in the Long Term Incentive (LTI) Plan.

5.2.2 Senior Management Remuneration

Details of the remuneration payable to members of the Senior Management Team of the Company are set out
within.

5.2.3 Interests of Advisors

The following entities have been engaged as professional advisers to various members of the Company for
the purposes of the Offer. The details of work provided and the fees payable are summarised in this

prospectus.

5.3 Corporate Governance

The Board of the Company recognises of the need for a well-articulated and robust corporate governance

framework and believes that good corporate governance is essential to the preservation and enhancement of



Shareholder value. The Board believes that the success of the business is strengthened by implementing

clearly articulated policies to enhance accountability, efficiency and the reliable measurement of

performance.

The Board has adopted a Board Charter (Charter), which sets out the key corporate governance principles

and procedures of the Company. The Charter and other key governance documents will be kept under

review by the Board and amended from time to time.

Principles of Governance

Principle 1 — Lay solid foundations for management and oversight

1.1

The Board has outlined in its Charter, its roles and responsibilities and has established a clear
distinction between its functions and those delegated to management.

1.2

Appropriate checks including criminal record checks have been carried out on all Board
members prior to their appointment. The Company will provide Shareholders with all
material information in its possession relevant to a decision on whether or not to elect or re-
elect a Director at future general meetings

1.3

All Directors and senior executives have a written agreement with the Company or a
member of the Company setting out the terms of their appointment.

14

The Company Secretary is accountable directly to the Board, through the Chairman on all
matters to do with the proper functioning of the Board.

1.5

At least once per year the Board will, with the advice and assistance of the Nomination and
Remuneration Committee (NRC), review and evaluate the performance of the Board, each
Board committee and each individual Director against the relevant charters, corporate
governance policies, and agreed goals and objectives.

1.6

Performance reviews for Executive Directors and Senior Management will take place at least
annually. The NRC has accountability in its Charter to oversee these reviews and report to the
Board on their outcomes. The Company intends to ensure the appropriate disclosures in the
remuneration report are made in relation to each reporting period as to the performance
evaluations that were undertaken and the process that was followed.

Principle 2 — Structure the Board to add value

2.1

The Board has formed a Nomination and Remuneration Committee.

22

In establishing the Board of the Company, regard was had to the skills and expertise required
of the Directors relevant to the Company’s business, its Listing and operations in the Sioux
Nation. Directors with the desired skills and expertise were carefully selected for
appointment to the Board.




2.3 & 24 The Board Charter sets out the criteria adopted by the Board for considering if a Director is
independent. The Board is comprised of 3 members, none of whom are independent. Those
considered independent are ones that have no material shareholding in the Company or is an
adviser or supplier to the Company or has any other material contractual relationship with
the Company other than their position as a Director. The Company is satisfied that the
composition of the Board reflects an appropriate range of independence and skill and
experience in the period immediately after Listing on the Sioux Nation Exchange. Together,
the Directors have a broad range of experience, expertise, skills, qualifications and contacts
relevant to the business of the Company.

25 The Board has adopted the recommendation that the chairman may be a non independent,
Executive Director. The Board believes that Mr Mullan is the most appropriate person to
act as Chairman and lead the Board given his extensive experience and application of
sound judgment to issues falling within the scope of the role of Chairman.

2.6 All Non-Executive Directors have had an extensive induction into the business of the
Company prior to accepting their appointment and have received continuing information on
the Company and its operations since being appointed. The induction process has included
site visits and presentations by management.

Directors are also given access to continuing education in relation to the Company extending
to its business, the industry in which it operates, and other information required by them to
discharge the responsibilities of their office.

Principle 3 — Act ethically and responsibly

3.1 The Board has adopted a code of conduct applicable to all Directors, senior executives and
employees.

Principle 4 — Safeguard integrity in financial reporting

4.1
The Board has established an Audit and risk committee (ARC). The Audit and risk committee
is comprised a majority of Non-Executive Directors. The qualifications of the members of the
Audit and risk committee are set out in the Prospectus in Section 5.1.

4.2 The Company will invite its external Auditor to the Company’s Annual General Meeting

(AGM). The external Auditor will be available to answer questions from security holders
relevant to the Audit.

Principle 5 — Make timely and balanced disclosure

5.1 The Board has established a written continuous disclosure policy to ensure compliance with
Sioux Nation Exchange Listing Rule disclosure requirements and to ensure accountability for
compliance. Each Board meeting considers whether any continuous disclosure issues arose
during the course of the meeting.

Principle 6 — Respect the rights of Shareholders

6.1 The Company has established an English website which provides information about the
Company, Directors and executives, key governance policies and other information relevant
to its investors. The website will be a key communication tool between the Company and the
Shareholders.

6.2 The Board is investigating the implementation of an investor relations program to facilitate
effective two-way communication with investors. It intends to put in place a tailored program
following the listing of Shares on the Sioux Nation Exchange.




6.3 The Board has adopted a Shareholder Communication Policy and will provide Shareholders
with opportunities to have questions addressed at Shareholder meetings, irrespective of
whether the Shareholder is able to attend.

6.4 All Shareholders of the Company will be able to communicate with the Company and its
share registry electronically and in fact this method of communication is encouraged.

Principle 7 — Recognise and manage risk

7.1
The Board has established a combined Audit and risk committee. The Audit and risk
committee is comprised a majority of Non-Executive Directors.The qualifications of the
members of the Audit and risk committee are set out in the Prospectus in Section 5.1.

7.2 The risk management framework for the Company has not yet been formally reviewed by
the Board. The Board has appointed the ARC to assist it with discharging its oversight
function in respect of material business risks and to determine if the system of risk
management is sound.

Outcomes of those reviews will be reported in the corporate governance statement annually.

7.3 The Company has various quality assurance functions throughout the business but not a
dedicated internal Audit function. It is the Board’s intention that the ARC reviews the need
for an internal Audit function, the scope of any function should one be required and
whether it will be insourced or outsourced. The outcome of the review will be reported in
the Company’s annual report.

74 As mentioned under Principle 7.2, the Board expects a report on the risk management

framework in December 2020 and has requested that management address economic,
environmental and sustainability risks. The outcome of that review will be reported in the
Company’s annual report.

Principle 8 — Remunerate fairly and responsibly

8.1 The Board has formed a combined Nomination and Remuneration Committee. The
qualifications of the members of the nomination and remuneration committee are set out in
the Prospectus in Section 5.1.

8.2 The Board has adopted a remuneration policy for both non-executive and executive
directors.

2 The Company’s Securities Trading Policy prohibits participants of any equity-based

remuneration scheme entering into transactions which limits the economic risk of a
participant.

6. Financial Information

Happy Face Health And Cosmetic Beauty Smile was incorporated in 2009 in Shanghai.



The financial information for Happy Face Health And Cosmetic Beauty Smile contained in this Section
includes:

« Statutory historical information for Happy Face Health And Cosmetic Beauty Smile has been audited by
Harshwal & Company LLC being the:

« Statutory consolidated historical income statement for the financial period commencing on 22 April 2019

and ending 30 June 2020;

« Statutory consolidated historical statement of cash flows for FY2020; and

« Statutory consolidated historical statement of financial position as at 30 June 2020:

« Statutory historical income statements for the financial years ended 30 June 2018 (FY2018), 30 June 2019
(FY2019) and FY2020;

« Statutory historical statement of cash flows for the financial years FY2018, FY2019 and FY2020; and

« Statutory historical statement of financial position as at 30 June 2020: (together the Statutory Historical

Financial Information);

« Pro forma historical financial information for the Consolidated Happy Face Health And Cosmetic Beauty

Smile

« Pro forma consolidated historical income statement for FY2020 (Pro Forma Historical Results);

+ Pro forma consolidated historical statement of financial position as at 30 June 2020

« Pro forma statement of financial position for Happy Face Health And Cosmetic Beauty Smile

« Pro Forma Statement of Financial Position adjusted for the effects of the capital raising and other matters

outlined in this Prospectus (Post IPO Pro Forma Statement of Financial Position).

Also summarised in the audit includes:

. The basis of preparation and presentation of the Financial Information

. Statement of Significant Accounting Policies

. Management discussion and analysis of the Pro Forma Historical Financial Information



. A summary of the Company’s proposed dividend policy. All amounts disclosed in the tables are
presented in US dollars.

6.2 Statement of Significant Accounting Policies

Basis of preparation of the Financial Information

The Financial Information has been prepared in accordance with the recognition and measurement
requirements specified by the Accounting Standards and Interpretations issued by the Accounting Standards
Board (AASB) under the historical cost convention.

The Historical Financial Information is presented in the Prospectus in an abbreviated form, in so far as it
does not include all of the presentation and disclosures required by Accounting Standards and other
mandatory professional reporting requirements applicable to general purpose financial reports prepared in
accordance with the regulatory guideline.

Principles of consolidation

The Financial Information is that of the consolidated entity (“the group”), comprising the financial
statements of the parent entity and all of the entities the parent controls. The group controls an entity where it
has the power, for which the parent has exposure or rights to variable returns from its involvement with the
entity, and for which the parent has the ability to use its power over the entities to affect the amount of its
returns.

The financial statements of subsidiaries are prepared for the same reporting period as the parent entity, using
consistent accounting policies. Adjustments are made to bring into line any dissimilar accounting policies
which may exist.

All inter-company balances and transactions, including any unrealised profits or losses have been eliminated
on consolidation. Subsidiaries are consolidated from the date on which control is transferred to the group and
are de-recognised from the date that control ceases.

Non-controlling interests in the result of subsidiaries are shown separately in the consolidated statement of
comprehensive income and consolidated statement of financial position respectively.

Revenue

Revenue from sale of goods is recognised when the significant risks and rewards of ownership of the goods
have passed to the buyer and the costs incurred or to be incurred in respect of the transaction can be
measured reliably. Risks and rewards of ownership are considered passed to the buyer at the time of delivery
of the goods to the customer.

Revenue from the rendering of services is recognised upon the delivery of the service to the customers.

Interest revenue is recognised when it becomes receivable on a proportional basis taking in to account the
interest rates applicable to the financial assets.

All revenue is stated net of the amount of goods and services tax (GST).

Income tax



Current income tax expense or revenue is the tax payable on the current period’s taxable income based on the
applicable income tax rate adjusted by changes in deferred tax assets and liabilities.

Deferred tax assets and liabilities are recognised for temporary differences at the applicable

tax rates when the assets are expected to be recovered, or liabilities are settled. Deferred tax liabilities are not
recognised if they arise from the initial recognition of goodwill. Deferred income tax is also not accounted
for if it arises from initial recognition of an asset or liability in a transaction other than a business
combination that at the time of the transaction affects neither accounting nor taxable profit or loss.

Deferred tax assets are recognised for deductible temporary differences and unused tax losses only if it is
probable that future taxable amounts will be available to utilise those temporary differences and losses.

Current and deferred tax balances attributable to amounts recognised directly in equity are also recognised
directly in equity.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and at banks, short-term deposits with

an original maturity of three months or less held at call with financial institutions, and bank overdrafts. Bank
overdrafts are shown within borrowings in current liabilities in the consolidated statement of financial
position.

Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured products
includes direct material, direct labour and a proportion of manufacturing overheads based on normal
operating capacity.

Financial instruments
Classification

The group classifies its financial assets into the following categories: financial assets at fair value through
profit and loss, loans and receivables, held to maturity investments, and available for sale financial assets.
The classification depends on the purpose for which the instruments were acquired. Management determines
the classification of its financial instruments at initial recognition.

Loans and receivables

Loans and receivables are measured at fair value at inception and subsequently at amortised cost using the
effective interest rate method.

Financial liabilities

Financial liabilities include trade payables, other creditors and loans from third parties including inter-
company balances and loans from or other amounts due to director-related entities.

Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal
payments and amortisation.

Financial liabilities are classified as current liabilities unless the group has an unconditional right to defer
settlement of the liability for at least twelve months after the reporting period.



Property, plant and equipment

Each class of plant and equipment is carried at cost or fair value less, where applicable, any accumulated
depreciation and any accumulated impairment losses.

Plant and equipment

Plant and equipment is measured on a cost basis.

Depreciation

The depreciable amount of all property, plant and equipment is depreciated over their estimated useful lives
commencing from the time the asset is held ready for use. Land and

the land component of any class of property, plant and equipment is not depreciated. Leasehold
improvements are depreciated over the shorter of either the unexpired period of the lease or the estimated
useful lives of the improvements.

Intangibles

Goodwill

Goodwill is recognised initially at the excess over the aggregate of the consideration transferred, the fair
value of the non-controlling interest, and the acquisition date fair value of the acquirer’s previously held
equity interest (in case of step acquisition), less the fair value of the identifiable assets acquired and liabilities
assumed.

Goodwill is not amortised, but is tested for impairment annually, or more frequently if events or changes in
circumstances indicate that it might be impaired, and is carried at cost less accumulated impairment losses.

Impairment of non-financial assets

Goodwill, intangible assets not yet ready for use and intangible assets that have an indefinite useful life are
not subject to amortisation and are therefore tested annually for impairment, or more frequently if events or
changes in circumstances indicate that they might be impaired.

An impairment loss is recognised where the carrying amount of the asset exceeds its recoverable amount.
The recoverable amount of an asset is defined as the higher of its fair value less costs to sell and value in use.

Provisions

Provisions are recognised when the group has a legal or constructive obligation, as a result of past events, for
which it is probable that an outflow of economic benefits will result and that outflow can be reliably
measured.

Leases

Leases are classified at their inception as either operating or finance leases based on the economic substance
of the agreement so as to reflect the risks and benefits incidental to ownership.

Finance leases



Leases of fixed assets, where substantially all the risks and benefits incidental to the ownership of

the asset, but not the legal ownership, are transferred to the group are classified as finance leases. Finance
leases are capitalised, recording an asset and a liability equal to the fair value or, if lower, the present value
of the minimum lease payments, including any guaranteed residual values. The interest expense is calculated
using the interest rate implicit in the lease and is included in finance costs in the consolidated statement of
comprehensive income. Leased assets are depreciated on a straight line basis over their estimated useful lives
where it is likely that the group will obtain ownership of the asset, or over the term of the lease. Lease
payments are allocated between the reduction of the lease liability and the lease interest expense for the
period.

Operating leases

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
recognised as an expense on a straight-line basis over the term of the lease.

Lease incentives received under operating leases are recognised as a liability and amortised on a straight-line
basis over the life of the lease term.

Employee benefits

Short-term employee benefit obligations

Liabilities arising in respect of wages and salaries, annual leave and any other employee benefits expected to
be settled within twelve months of the reporting date are measured at their nominal amounts based on
remuneration rates which are expected to be paid when the liability is settled. The expected cost of short-
term employee benefits in the form of compensated absences such as annual leave is recognised in the
provision for employee benefits. All other short-term employee benefit obligations are presented as payables.

Long-term employee benefit obligations

Liabilities arising in respect of long service leave and annual leave which is not expected to be settled within
twelve months of the reporting date are measured at the present value of the estimated future cash outflow to
be made in respect of services provided by employees up to the reporting date.

Employee benefit obligations are presented as current liabilities in the balance sheet if the entity does not
have an unconditional right to defer settlement for at least twelve months after the reporting date, regardless
of when the actual settlement is expected to occur.

Bonus plan

The group recognises a provision when a bonus is payable in accordance with the employee’s contract of
employment, and the amount can be reliably measured.

Business combinations

A business combination is a transaction or other event in which an acquirer obtains control of one or more
businesses and results in the consolidation of the assets and liabilities acquired. Business combinations are
accounted for by applying the acquisition method.

The consideration transferred is the sum of the acquisition date fair values of the assets transferred, equity
instruments issues or liabilities incurred by the acquirer to former owners of the acquiree. Deferred
consideration payable is measured at fair value. Contingent consideration to be transferred by the acquirer is
recognised at the acquisition date fair value.



Goodwill is recognised initially at the excess over the aggregate of the consideration transferred, the fair
value of the non-controlling interest, and the acquisition date fair value of the acquirer’s previously held
equity interest (in case of step acquisition), less the fair value of the identifiable assets acquired and liabilities
assumed.

If the fair value of the acquirer’s interest is greater than the aggregate of the consideration transferred, the
fair value of the non-controlling interest, and the acquisition date fair value of the acquirer’s previously held
equity interest (in case of step acquisition), the gain is immediately recognised in the consolidated statement
of comprehensive income.

Acquisition related costs are expensed as incurred.

Finance costs

Finance costs include interest expense calculated using the effective interest method, finance charges in
respect of finance leases, and exchange differences arising from foreign currency borrowings to the extent
that they are regarded as an adjustment to interest costs.

Finance costs are expensed as incurred.

Goods and services tax (GST)

Revenues, expenses and purchased assets are recognised net of the amount of GST,

except where the amount of GST incurred is not recoverable from the Tax Office. In these circumstances the
GST is recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables in the consolidated statement of financial position are shown inclusive of GST.

Cash flows are presented in the consolidated statement of cash flows on a gross basis, except for the GST
component of investing and financing activities, which are disclosed as operating cash flows.



7. Investigating Accountant’s Report

For the years ended 31 December 2018/2019/2020

Current assets

Inventories 72,663,954 48,342.203 46,216,110
Trade and other receivables 300,379,226 262,157,712 232,551,977
Cash in hand and at bank 4,157,960 5,447,893 3,259,703
377,201,140 315,947,808 282,027,790
Total assets 1,917,818,518 1,864,746,897 1,838,334,114
EQUITY AND LIABILITIES
Capital and reserves
Stated capital 150,000,000 100,000,000 100,000,000
Other reserves 704,177,669 597,400,318 606,210,725
Revenue reserves 486,352,155 503,781,250 504,816,857
Equity attributable to owners of the parent 1,340,529,824 1,201,181,568 1,211,027,582
Non-controlling interests (42,517) (17,650) 73,020
Total equity 1,340,487,307 1,201,163,918 1,211,100,602
Non-current liabilities
Borrowings 256,068,475 304,715,861 320,264,482
Net deferred tax liabilities 26,363,088 26,104,056 24,718,509
Retirement benefit obligations 4,030,083 2,728,103 2,628,558
286,461,646 333,548,020 347,611,549
Current liabilities
Borrowings 109,959,170 162,495,098 177,003,749
Trade and other payables 176,178,609 161,172,449 96,958,763
Current tax liabilities 3,287,714 1,367,412 659,451
Dividend payable 1,444,072 5,000,000 5,000,000
290,869,565 330,034,959 279,621,963
Total liabilities 577,331,211 663,582,979 627,233,512
Total equity and liabilities 1,917,818,518 1,864,746,897 1,838,334,114
Revenue 318,169 395 280,901,067 300,659,985 52,741 254 52,838,065 56,743 533
Profit from operations 2,024,171 31,392,743 144,853,022 16,911,212 22.439,700 139,729 495
Fnance costs (20,175,736) (23,636,222) (33,684.041)  (6,883,789)  (9,072.423)  (12,094,185)
Share of post-tax results of joint venture (675,570) (688,191) (15,585) - - -
Profit before tax TOLImS6s 7068330 LLIS33%6 1002743 T 13367277 127635310
Taxation (2817372) (2,767 469) (7239490)  (2461277)  (2471,780) (6,995,153)
(Loss)/Profit for the year (1,644,507) 4,300,861 103,913,906 7,566,146 10,895,497 120,640,157
(Loss)/Profit attributable to:
-Owners of the parent (1,619,640) 4391531 104,206,234 7,566,146 10,895,497 120,640,157
-Non-controlling interest (24 867) (90,670) (292,328) - -
(1,644.507) 4.300,861 103,913,906 7,566,146 10,895,497 120,640,157
(Loss) / Earnings per share (Rs./Cts.)
-Basic (0.11) (.44 1042 0.50 1.09 12.06




For the years ended 31 December 2018/2019/2020

Adjustments for:

Depreciation of property, plant and equipment
Amortisation of intangible assets

Revaluation of investment properties

Share of post-tax loss of joint venture

Interest income

Interest expense

Impairment of trade and other receivables
Impairment of available-for-sale financial assets
Impairment of goodwill

Profit on disposal of property,plant and equipment

Increase/(Decrease) in provision for retirement benefit obligations

Consolidation adjustments

Changes in working capital:
(Increase)/Decrease in inventories

Increase in trade and other receivables

Increase in trade and other payables

Net cash (used in)/generated from operations

Interests received

Interests paid

Tax paid

Net cash (used in)/generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment

Purchase of intangible assets

Purchase and improvements to investment properties
Proceeds from disposal of property, plant and equipment
Net cash used in investing activities

Cash flows from financing activities

Proceeds from loans

Repayment of loans and finance leases

Issue of shares

Dividends paid to Company's shareholders

Net cash generated from/(used in) financing activities

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents - At 01 January,

Cash and cash equivalents - At 31 December,
Analysis of cash and cash equivalents:

Cash in hand and at bank

Currency translation differences

Bank overdrafts

Net cash and cash equivalents - At 31 December,

8,323,852 8,436,197 11,250,637 6,057,456 5574386 7.817.440
2,076,621 1,859,124 - 2,076,621 1,859,124 -
- - (122,103,619) - - (122,103,619)
675,570 688,190 15,585 - - -
(1,294) @) (700) (1,294) 1) (700)
20,175736 23,636,222 33,670,345 6,058,956 9072423 12,094,185
7,000,000 - - 7,567,241
: - 17,720 6,100 - .
208,350 - . - -
(400,000) - (21,094) (400,000) - -
1,301,980 99,545 (574,625) 506,294 211,450 65,000
(5.993.475) (568.652) (24.905) - - -
34540205 41218929 33382740 31898797 30,084,633 25507,616
(24321750)  (1984,589)  19.833254  (9,121,066) 4303775 3,197,961
(63,782485)  (29.605735)  (7,592,868) (104,189,638)  (14,725,149)  (32,847,125)
15,006,160 64,213,686 466,720 32055782 15967,198 24,070,845
(38,557,870) 73,842,291 46,089,846 (49356,125) 35630457 19,929,297
1,294 27 700 1,294 27 700
(20,175,736)  (23,636222)  (33,670345)  (6,058,956)  (9,072,423) (12,094,185)
(638,038) (673.961)  (1,43,147) (980,244) (442,088) (10,752)
(59370350) 49,532,135 10,977,054 (56,394.031) 26115973 | 7,765,060
(401,549) (844276)  (1,506,045) (204,990) (805,464)  (1,388,176)
(864762)  (2,632,000)  (4,644,259) (864762)  (2,632,000)  (4,644,259)
- - (37,931,954) - - (37,600,000)
400,000 - 383,656 400,000 - -
(866311)  (3476276)  (43,698.602) (669,752) (3.437464)  (43,632.435)
255230302 59,892,754 45451448 91,078,814 - 47,773,143
(342,981206)  (79.812,348)  (33.816,725) (168,534,084)  (18,761202) (33,370,757)
150,000,000 - 25,000,000 150,000,000 - 25,000,000
(8430.928)  (5,000,000)  (7,500,000)  (8.430,928)  (5,000000)  (7,500,000)
53818,168  (24919594) 29134723 64113802 (23,761.202) 31,902,386
(6418493) 21,136,265 (3.586,825) 7,050,019 (1,082,693)  (3.964,989)
(11442278)  (30.578.543)  (28.991.718)  (20.564,609)  (19.481.916)  (15,516.927)
(17.860.771)_ (11.442.278) __ (32,578.543)  (13.514,590) _ (20,564.609) _ (19.481.916)
4,157,960 5,447,893 3,259,703 313,075 328,829 653,618
- 8,810,407 - - - -
(22018731)  (25700.578)  (35,838.246)  (13.827,665)  (20,893438)  (20,135.534)
(17.860,771) (11.442.278) _ (32,578.543)  (13.514590) _ (20,564.609) _ (19.481.916)




8. Risk Factors

8.1 Introduction

The Company is subject to various risks. Some of these are specific to its business activities. Others could
affect the whole industry or are more general in nature. Individually or in combination, these risks may affect
the future operating and financial performance of the Company and the value of its Shares. There can be no
guarantee that the Company will achieve or realise its stated business strategy or any of its forward-looking
statements contained in this Prospectus. Investors should note that past performance is not a reliable

indicator of future performance.

This Section describes potential risks associated with the Company’s business and risks associated with an
investment in the Shares. It does not purport to list every risk that may be associated with the Company’s
business or with an investment in the Shares now or in the future. The occurrence or consequences of some
of the risks described in this section are partially or completely outside the control of the Company, its

Directors and its senior management.

The risks described in this section have been grouped into the following:
o Risks that relate specifically to the Company and the way it operates its businesses

o General risks that relate to investing in the Company’s Shares

Before applying for Shares, investors should satisfy themselves that they have sufficient understanding of the
risks of investing in the Company, of investing in the industry and of investing in shares in general, with
regard to their own investment objectives, financial circumstances and taxation position. Investors should
read this Prospectus in its entirety and should consider consulting their professional advisers before deciding

on whether or not to apply for the Shares.

8.2 Risks Specific to the Company

This Section details what HFB considers to be the key risks associated with an investment in the Company.
This is not an exhaustive list of risks but is considered to identify the main risks that have the potential to
materially affect the operating and financial performance of HFB, future investment returns and the value of
the Shares. Many of these risks are outside the control of HFB, its Directors and Management and the

Company does not purport that this list is conclusive.

Specific Risks

There is a range of specific risks associated with the Company’s operations. Potential investors in the

Company should note the following risks prior to investing.



This Section describes certain specific but not all risks associated with an investment in HFB. Intending
investors should read the whole of this Prospectus in order to fully understand how HFB intends to operate

its business before deciding to invest or not.

8.2.1 Merger and acquisition implementation risks

Historically, HFB has grown through the acquisition of other businesses and plans to continue

that growth strategy, along with organic growth. As HFB continues to grow its business through acquisitions,
the success of these acquisitions will be measured against the degree to which these businesses are
successfully integrated. Whilst every merger will bring positive synergies, various factors, including
unexpected integration issues such as: turnover of key talent; sales losses; incompatible systems, productivity
declines and cultural differences might cause future growth to be implemented less successfully than it has

been in the past and pose a risk to the financial performance of the Company.

8.2.2 Consistency of service and customer experience

As HFB operates clinics in multiple areas and geographies, consistency of service giving rise to a positive
customer experience must be considered. As such things as staffing, provision of services and décor are
different across the clinic network it is possible that customers may have differing experiences of service and
care when attending different clinics which could potentially deliver a poor experience and as a result affect

the financial performance of the Company.

8.2.3 Risk of injury or harm

Whilst HFB strictly adheres to all legislation and governance requirements applicable to the cosmetic
industry, the Company’s reputation may be adversely affected by a failure by the Company’s staff to provide
consistent and quality treatment, products and services or by clinical incidents, which may result in

reputational risks, legal proceedings and potential liability for HFB.

8.2.4 Execution of business strategy

The ability of the Company to generate profits will depend on its ability to execute its business strategy by

growing the business organically through the establishment of new products and services.

If the Company is unable to complete further acquisitions and/or grow the business organically through new

product offerings, then the ability of the Company to generate profits in the future will be adversely affected.

Furthermore, in relation to future acquisitions beyond those referred to above, even a successful execution of
the Company’s business strategy may result in a dilution of existing shareholders’ shareholdings (if shares

form a component of the acquisition price or it is necessary to raise capital to fund an acquisition) or could



lead to an increase in HFB’s borrowings. The Board will carefully consider these issues where a future

acquisition is proposed.

8.2.5 The regulatory framework may change

HFB operates in the cosmetic industry which is regulated via professional registration and compliance. Any
future regulatory change for the cosmetic industry, may have an adverse impact on the way HFB promotes,

manages and operates its business, and on its financial performance.

8.2.6 Consumer discretionary spending may deteriorate

The consumer discretionary sector that HFB operates in can be volatile, with business performance affected
by consumer discretionary spending, which is impacted by such things as, interest rates, the unemployment

rate, consumer and business sentiment, geo and political events, and asset prices in general.

If individual economic conditions deteriorate, there is a risk that the consumer discretionary spending will
worsen as consumers reduce their level of spending. This may negatively impact revenue for HFB and

profitability.

8.2.7 HFB’s reputation may be damaged

HFB operates in an industry in which its reputation is very important to business success. The Company’s
performance, or the cosmetic retail industry generally, could be adversely impacted as a result of negative
publicity. Examples of negative publicity may include, disputes with third parties such as employees,
suppliers and clients, or adverse media coverage. If there were to be any such negative publicity, this may
reduce client numbers and the Company’s ability to attract new clients, both of which would adversely
impact on HFB’s profitability. Adverse media coverage may also lead to increased regulatory scrutiny, which
could have a material impact on HFB’s profitability by, for example, increasing regulation and compliance

costs.

8.2.8 HFB may face increased competition

The cosmetic industry in which HFB operates is competitive. The Company’s competitors include other
general practitioners, plastic surgeons, dermatologists, health and day spas and cosmetic clinics. At present,
there are limited barriers to the establishment of direct competitors to HFB in the cosmetic industry. Future

increased competition could impact on the profitability of HFB.

8.2.9 HFB may not be able to retain key personnel



HFB’s ongoing success depends to a significant extent on its key personnel, as detailed in this prospectus.
These individuals have extensive knowledge of the cosmetic industry and HFB’s business. The loss of key
personnel and an inability to recruit suitable replacement personnel may adversely affect HFB’s future

financial performance.

8.2.10 HFB may lose the support of key suppliers

HFB’s relationships with suppliers are governed by individual purchase orders or invoices subject to
standard purchase terms and conditions, and therefore, can be amended at the supplier’s discretion. This
supplier framework may result in a reduction in profitability for HFB if suppliers impose less favourable

terms of supply or cease supply altogether.

8.2.11 Liability and insurance risk

The Company’s insurance arrangements may not be adequate to protect the Company against liability for
losses relating to public liability, property damage, product liability, business interruption and other risks that
may arise in the course of its operations. Should HFB be unable to maintain adequate insurance to cover
these risks or experience claims for losses in excess of the level of its insurance coverage, the Company’s

financial performance could be materially affected.

8.2.12 Litigation and dispute risk

From time to time, the Company may be involved in litigation in relation to issues such as contractual,

personal injury, employee and other claims, which may arise in the ordinary course of business.

Litigation may adversely impact upon the operational and financial performance of the Company, and may
also negatively impact on the Company’s Share price. In addition, should the Company decide to pursue
claims against a third party, including any party with whom HFB has entered into agreements, this process
may incur significant management and financial resources, and a positive outcome for the Company cannot
be guaranteed. Further, even if the Company was successful in obtaining a judgment against a third party, the
Company may be unable to recover any monies from that party. For example, the relevant third party may

have inadequate financial resources to cover any damages judgment, which is awarded in favour of HFB

8.2.13 Financing requirements

HFB’s Directors expect that the Company will have sufficient capital resources to enable it to achieve its
current business objectives. However, if circumstances arise that require further financing, there can be no

assurance that further financing will be obtained on reasonable or acceptable terms.



8.3 Investment Specific Risks

8.3.1 Dilution Risk

In the future, the Company may elect to issue Shares or engage in capital raisings to facilitate employee
share plans, fund acquisitions, or undertake other strategic initiatives. While the Company will be subject to
the constraints of the Sioux Nation Exchange Listing Rules regarding the percentage of its capital that it is
able to issue within a 12 month period (other than where exceptions apply), Shareholders at the time may be

diluted as a result of such issues of Shares and capital raisings.

8.3.2 Distribution may Vary

The ability of the Company to pay dividends is dependent upon the Company having the available cash and

retained profits.

8.4 General Investment Risks

8.4.1 Investment Risk

Holders of Shares have no right to a repayment of their investment. Investors should appreciate that an
investment in Shares carries risks. The Shares may not be tradeable at their issue price, and given the Shares
are no listed there is no market platform to trade and as such liquidity may be thin. The Shares are not
redeemable in any circumstance and, in the event of external administration or liquidation (i.e., insolvency),

are likely to be of minimal value.

8.4.2 Claims, Liability and Litigation

The Company may have disputes with counterparties in respect of major contracts, or may be exposed to
customer or environmental, occupational health and safety or other claims. The Company may be subject to
litigation, complaints and other claims or disputes, regulatory inquiries or investigations and other
enforcement action initiated by customers, employees, regulators or other third parties in the course of its
business. Such matters may have a materially adverse effect on the Company’s financial performance and
position. Even if such matters are successfully defended or settled without financial consequences, they may
have a material adverse effect on the Company’s reputation. The Company may incur costs in defending or
making payments to settle any such claims, which may not be adequately covered by insurance or at all.

Such payments may have an adverse impact on the Company's profitability or financial position.

8.4.3 Speculative Investment



The risks outlined above should not be construed as exhaustive. The above—-mentioned risks and others not
specifically referred to above may in the future have an adverse effect on the financial performance of the
Company and therefore the value of the securities offered under this Prospectus.

The securities offered pursuant to this Prospectus carry no guarantee with respect to returns of capital,
market value of the securities or the payment of dividends.

An investment in the Company should be considered speculative and prospective investors should seek

advice from their respective professional advisors before making a decision to invest.

8.4.4 General Economic Conditions

The operating and financial performance of the Company is influenced by a variety of general domestic and
global economic and business conditions that are outside the control of the Company. Prolonged
deterioration in general economic conditions may affect the demand for the Company’s products and may
have a material adverse effect on the financial performance, financial position, cash flows, dividends, growth
prospects and share price of the Company. As such, the Company’s trading performance may be influenced
by a number of general economic and business conditions which are beyond its control. These include but
are not limited to the consumer price index (inflation), US$ exchange rate outcomes, interest rates and fiscal
and monetary policy regimes globally. A prolonged downturn in general economic condition could

potentially have an adverse impact on the Company’s trading performance.

8.4.5 Potential Fluctuations in Prices of Shares

The price at which Shares are quoted on the Sioux Nation Exchange may increase or decrease due to a
number of factors. These factors may cause the Shares to trade below the Offer Price. There is no assurance
that the price for the Shares will increase following quotation on the Sioux Nation Exchange, even if the

Company’s earnings increase.

The market price and demand for shares quoted on Sioux Nation Exchange could be volatile or fluctuate due
to numerous factors including (i) fluctuations in the domestic and international market for listed stocks; (ii)
general economic conditions, including interest rates, inflation rates, exchange rates, commodity prices and
oil prices; (iii) changes to government fiscal, monetary or regulatory policies; legislation or regulation;
inclusion in or removal from market indices; (iv) the nature of the markets in which the Company operates

and general operational and business risks.

8.4.6 Liquidity of Shares

There is currently no public market through which the Shares of the Company may be sold. On Completion
of the Offer, there can be no guarantee that an active market will develop or that the price of the Shares will
increase. There may be relatively few or many potential buyers or sellers of the Shares on the Sioux Nation
Exchange at any time. This may increase the volatility of the market price of the Shares and may prevent

investors from acquiring more Shares or disposing of Shares they acquire under the Offer. It may also affect



the prevailing market price at which the Shareholders can sell their Shares. This may result in Shareholders

who acquire Shares under the Offer receiving a market price for their Shares that is less or more than the
Offer Price.

8.4.7 Risk of Shareholder Dilution

In the future, the Company may elect to issue additional shares to raise funds for the Company’s business
operations or additional acquisitions that the Company may decide to make. While the Company will be
subject to the constraints of the Sioux Nation Exchange Listing Rules regarding the percentage of its capital
that it can issue within a 12-month period (other than where exceptions apply), Shareholders may be diluted

as a result of such issuance of shares and fundraisings.

8.4.8 Accounting Standards

Any changes in accounting standards or how they are applied and interpreted may have an adverse impact on

the Company’s financial performance and position.

8.4.9 Taxation Reform

Any changes to the current rate of the Company’s income tax in The People's Republic of China or abroad
may affect Shareholder returns. Any changes to relevant tax laws, the way they are interpreted and applied or
to the current rate of taxes could have an adverse effect on the Company’s financial performance or results.
In addition, any change in tax rules and tax arrangements could also have an adverse effect on the level of

dividend imputation or franking and Shareholder returns.

8.4.10 Dividends may not be Fully Franked

Given the proportion of the Company’s earnings from operations, it is unlikely that the Company will have
sufficient franking credits in the future to fully frank dividends. There is likewise no guarantee that the
franking system will not be varied or abolished. In addition, as the proportion of the Company’s earnings

from operations increases, it may not be possible to fully frank dividends.

The value and availability of franking credits to a Shareholder will differ depending on the Shareholder’s
particular tax circumstances. Shareholders should also be aware that the ability to use franking credits, either
as a tax offset or as a refund claim after the end of the income year, will depend on the individual tax position
of each Shareholder.

8.4.11 Force Majeure Events

Force majeure events, or events beyond the control of the Company, may occur within or outside the set

jurisdictions that could affect the world economy, the operations of the Company and the price of the Shares.



These events include war, acts of terrorism, civil disturbance, political intervention and natural events such

as earthquakes, floods, fires and severe weather conditions.



9. Additional Information

9.1 Registration

The Company was incorporated in 2009 as a public company limited by shares in Shanghai, People's
Republic of China.

On Completion of the Offer, the Company will have 66,000,000 Shares on issue including 1,000,000 Shares

issued under this Prospectus in case of the total Subscription.

The Company (on a standalone basis) is and will be subject to tax at the 30% corporate tax rate. Its

subsidiaries will be subject to tax in the jurisdictions in which they operate.

9.2 Corporate Structure

The Company was incorporated in 2009 in Shanghai, People's Republic of China.

9.3 Summary of Rights and Liabilities attaching to Shares and Other Material Provisions

9.3.1 General

The rights and liabilities attaching to ownership of the Shares are:

« detailed in the Constitution of the Company which may be inspected during normal business hours at the
registered office of the Company; and
* in certain circumstances, regulated by the Sioux Nation Exchange Listing Rules and the general law of

Shanghai, People's Republic of China.

A summary of the significant rights, liabilities and obligations attaching to the Shares and a description of
other material provisions of the Constitution are set out below. This summary is not intended to be
exhaustive and is qualified by the fuller terms of the Constitution. This summary does not constitute a
definitive statement of the rights and liabilities of Shareholders. This summary assumes the Company is

admitted to the official list of Sioux Nation Exchange.

9.3.2 Voting

At a general meeting, every member present in person or by proxy, attorney or representative has one vote on
a show of hands and on a poll, one vote for each fully paid Share held. On a poll, partly paid Shares confer a

fraction of a vote pro-rata to the amount paid up on the Share.



9.3.3 Dividends

Subject to any special terms and conditions of issue, the amount which the Directors from time to time
determine to distribute by way of dividend are divisible among the members in proportion to the amounts

paid up on the Shares held by them.

9.3.4 Issue of Shares

Subject to the Constitution and the Listing Rules, the Directors have the right to issue shares or grant options
over unissued shares to any person and they may do so at such times as they think fit and on the conditions
and the issue price they think fit. Such shares may have preferred, deferred or other special rights or special

restrictions about dividends, voting, return of capital or otherwise, as the Directors think fit.

9.3.5 Variation of Class Rights

Subject to the laws of The First Nations and the Listing Rules, the rights attached to any class of shares may,
unless their terms of issue state otherwise, be varied:
« with the written consent of the holders of 75% of the shares of the class; or

* by a special resolution passed at a separate meeting of the holders of shares of the class.

9.3.6 Transfer of Shares

Subject to the Constitution, the laws of Shanghai, People's Republic of China, the Listing Rules and to the
rights or restrictions attached to any shares or class of shares, holders of Shares may transfer them by a
proper transfer effected in accordance with the Sioux Nation Exchange’s settlement rules or an instrument in

writing in any usual form or in any other form that the Directors approve.

The Directors may decline to register a transfer of Shares for reasons including where the transfer is not in
registrable form or where the refusal to register the transfer is permitted under the Listing Rules. If the
Directors decline to register a transfer, the Company must give the party lodging the transfer written notice

of the refusal and the reason for refusal.

9.3.7 Small Holdings

The Directors may sell the Shares of a Shareholder if that Shareholder holds less than a marketable parcel of
Shares, provided that the products set out in the Constitution are followed. A non-marketable parcel of
Shares is defined in the Listing Rules and is, generally, a holding of shares with a market value of less than

the amount as determined by the Company.

9.3.8 General Meetings and Notices



Subject to the Constitution and to the rights or restrictions attached to any shares or class of shares, each
member is entitled to receive notice of and, except in certain circumstances, to attend and vote at general
meetings of the Company and receive all financial statements, notices and other documents required to be

sent to members under the Constitution or the laws of the jurisdiction.

9.3.9 Winding Up

Subject to any special or preferential rights attaching to any class or classes of shares, the Constitution, the
laws of Shanghai, People's Republic of China and the Listing Rules, members will be entitled in a winding
up to share in any surplus assets of the Company in proportion to the shares held by them, less any amounts

which remain unpaid on these shares at the time of distribution.

9.3.10 Directors — Appointment and Removal

9.3.11 Directors — Voting

Questions arising at a meeting of Directors will be decided by a majority of votes of the Directors present at
the meeting and entitled to vote on the matter. In the case of a tied vote, the Chairman has a second or casting
vote, unless there are only two Directors present or qualified to vote, in which case the proposed resolution is

taken as having been lost.

9.3.12 Directors’ Remuneration

The Directors, other than the Executive Directors, are entitled to be paid by such Directors’ fees for their
services as the Directors decide, provided that the total fees do not exceed the maximum aggregate sum as
may be approved from time to time by Shareholders in general meeting. The Constitution also makes
provision for the Company to pay all expenses of Directors in attending meetings and carrying out their
duties and for the payment of additional fees for extra services or special exertions. Any change to that

maximum aggregate sum needs to be approved by Shareholders.

9.3.13 Alteration of Share Capital

Subject to the Listing Rules, the Constitution and the laws of Shanghai, People's Republic of China, the

Company may alter its share capital.

9.3.14 Preference Shares

The Company may issue preference shares including preference shares which are liable to be redeemed or

convertible to ordinary shares. The rights attaching to preference shares are those set out in the Constitution.

9.3.15 Variation of the Constitution



The Constitution can only be amended by a special resolution passed by at least three quarters of members

present and voting at a general meeting of the Company. The Company must give at least 28 days’ written
notice of its intention to propose a resolution as a special resolution.

9.3.16 Share Buy-backs

The Company may buy back shares in accordance with the provisions of the jurisdiction or the Company’s

Constitution.

9.3.17 Dividend Plan

The Constitution contains a provision allowing Directors to implement a dividend reinvestment plan.

9.4 Material Contracts

The Directors consider that there are a few contracts that are material to the Company of such nature that an
investor may wish to have details of them when making an assessment of whether to apply for Shares. The

main provisions of these contracts are summarised below, or elsewhere in this Prospectus. These summaries

do not purport to be complete and are qualified by the text of the contracts themselves.

9.5 Related Party Contracts

Related party transactions (that is, transactions between a public company and a director, an entity controlled
by a director, or a parent company of the public company) are regulated in The People's Republic of China
under the law of The First Nations by a requirement for disinterested shareholder approval, unless the
transaction is on “arm’s length terms”, represents no more than reasonable remuneration, or complies with
other limited exemptions.

As at the date of this Prospectus, the Company has not entered into any related party transactions.

9.6 Existing Shareholder Interests

The table below sets out the interests of Shareholders as at the date of this Prospectus and prior to the Offer:

Name of Shareholder Ordinary Ratio Total Shares

Linda Cheng 20,250,000 31.1 20,250,000

Arnold Deng 12,500,000 19.2 12,500,000




Name of Shareholder Ordinary Ratio Total Shares

Louisa Gould 10,000,000 15.4 10,000,000
Wen Li Han 17,250,000 26.5 17,250,000
Others 5,000,000 10 5,000,000
Total 65,000,000 100 | 65,000,000

9.7 Consents to be Named and Disclaimers of Responsibility

Each of the parties referred to below, to the maximum extent permitted by law, expressly disclaims all
liabilities in respect of, makes no representations regarding and takes no responsibility for any statements in
or omissions from this Prospectus, other than the reference to its name in the form and context in which it is
named and a statement or report included in this Prospectus with its consent as specified below.

Written consents to the issue of this Prospectus have been given and, at the time of lodgement of this

Prospectus with Sioux Nation Exchange, had not been withdrawn by the following parties:

» Harshwal & Company has given and has not withdrawn prior to the lodgement of this Prospectus, its
written consent to be named in this Prospectus as the Nominated Adviser to the Company in the form and
context it is so named;

« Tacitus Legal has given and has not withdrawn prior to the lodgement of this Prospectus, its written
consent to be named in this Prospectus as the Auditor to the Company in the form and context it is so
named;

« Blackrock Co., has given and has not withdrawn prior to the lodgement of this Prospectus, its written
consent to be named in this Prospectus as the Investigating Accountant to the Company in the form and

context it is so named;

No entity or person referred to above in Section 9.7 has made any statement that is included in this

Prospectus or any statement on which a statement made in this Prospectus is based, except as stated above.

Each of the persons and entities referred to above in this Section 9.7 has not authorised or caused the issue of
this Prospectus, does not make any offer of New Shares and expressly disclaims and takes no responsibility

for any statements in or omissions from this Prospectus except as stated above in this Section 9.7.

9.8 Costs of the Offer

If the Offer proceeds, the estimated costs of the Offer (inclusive of taxes), by type of cost, are shown in the
table below:



Estimated expenses (USD$)
(inclusive of non-recoverable GST, where applicable)

Broker Fees

Authorised Advisor

Legal fees and other advisory fees

Sioux Nation Exchange and administration fees
Audit, investigating accountant and taxation fees
Independent Market Report

Printing, marketing and other costs

Total estimated expenses!

Total
Subscription
(USDS$)

$20,000
$100,000
$50,000
$25,000
$70,000
$30,000
$5,000
$300,000

Note: Final expenses may be higher due to tax impacts.

9.9 Working Capital Statement

The Directors believe that, on Completion of the Offer, the Company will have sufficient working capital to

carry out its objectives as stated in this Prospectus.

9.10 Governing Law

This Prospectus and the contracts that arise from the acceptance of the Applications and bids under this

Prospectus are governed by the laws applicable in Sioux Nation and laws of Shanghai, People's Republic of

China and each Applicant under this Prospectus submits to the exclusive jurisdiction of the courts of Sioux

Nation and courts of Shanghai, People's Republic of China.

9.11 Legal Proceedings

So far as the Company is aware, there is no current or threatened civil litigation, arbitration proceedings or

administrative appeals, or criminal or governmental prosecutions of a material in which the Company is

directly or indirectly concerned which is likely to have a material adverse effect on the business or financial

position of the Company.

9.12 Statement of Directors

Each Director has authorised the issue of this Prospectus and has consented to the lodgement of this

Prospectus with Sioux Nation Exchange in accordance with the laws of its jurisdiction. This Prospectus is

signed by the Director of Happy Face Health & Cosmetic Beauty Smile Ltd in accordance with its

Constitution.
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