


Dow Jones Sustainability Index

In 2014, Natura was listed on the New York Stock Exchange’s Dow Jones
Sustainability Index (DJSI), a reference for investors who take socio-
environmental matters into consideration in their decision making.

During the year, the company also engaged with investors from Asia, and for the first
time ever organized a road show in Chile. Another advance was the reformulation of
the webpage for investors (http://natu.infoinvest.com.br/), underscoring data related
to the strategy, the commercial model and sustainability

Recognition of performance

A review of Natura's variable remuneration policy was one of the People
Management area’s main priorities in 2014.The changes will include a new profit
share system for all managers, which will come into effect as of 2015. It comprises
four indicators:

- Consolidated Ebitda (Brasil and International Operations): 40%
- Country Ebitda: 30%

- Socio-environmental indicators: 20%

- Individual performance appraisal: 10%

GOVERNANCE

In constant movement

Evolution in management reflects Natura's
commitment to best governance practices and its
future strategy

AFTER 25 YEARS in Natura, ten of
which as chief executive officer, Alessandro
Carlucdi left the company in 2014, ending
a cycle of important achievements. To

take his place, the Board of Directors
invited Roberto Lima, who was a board
member in 2012 and 2013 and has broad
experience leading large corporations.
“Natura has an exemplary history and a
strategy in place to which | will strive to
contribute, remaining true to the principles
and values which have made this company
one of the most admired in Brazil and
abroad”, said Lima, who took over as CEO
of Natura in September.

In October, Silvia Lagnado was elected
to the Board of Directors. She brings

The biggest B
Corporation in the
world

IN THE LAST MONTH of 2014,
Natura received B Corp certification,
becoming part of a global network of
companies that associate economic
growth with the promotion of social
and environmental well being. This
commitment will be set forth in

the company’s bylaws — one of the
movement's prerogatives. Natura thus
became the largest B Corp certified
company in the world, as well as the
first publicly traded company to obtain
this distinction.

For Jodo Paulo Ferreira, vice president of
Networks, the achievement came at the

relevant experience as a result of her
years of executive experience in the

international cosmetics and toiletries

market.

Also in 2014, the founding partners
Anténio Luiz Seabra, Guilherme Peirdo
Leal and Pedro Luiz Barreiros Passos
once again participated in the Board of
Directors’ advisory committees, with the
exception of the Audit Committee, where
membership is restricted to external
members. Additionally, the company’s
Related Parties Transactions policy was
disseminated to ensure that any decisions
with the potential to generate conflict

be taken transparently and in line with
Natura’s best interests.

Certified

Corporation
|

right time."This certification underscores
our need to focus on short-term strategy,
but without losing sight of the long-term,
the company's future. Our objective in
becoming a B Corporation is to maximize
value for society as a whole.”

The movement was born in the United
States in 2006, lead by the not-for-profit
organization B Lab.Today, it consists

of around 1,200 organizations in 38
countries. In Brazil, some 30 companies
participate in the movement.

GOVERNMENT AND SOCIETY

Fairer and more supportive education

The Instituto Natura consolidates its position, forming partnerships that
promote learning by and for all

sustainable development of society. One of the areas in which the

NATURA HAS AN AMBITION the assumption of an support for the public education administrations, innovation in

active role in the debate to formulate public policies that drive the educational technologies and educational and social transformation.

company wants to do this is education, a key focus for its private An example is the Education Support Network (RAE in the

social investment strategy, conducted through the Instituto Natura. Portuguese acronym), a program that builds bridges between
projects and public and private partners. In 2014, the network

Created in 2010, the institute manages the funds raised by the sale was active in 26 municipalities in the northeast of Pard — a priority

of Believing is Seeing products, which are subsidized by Natura region for the Amazon program created by Natura in 201 | —

and promoted and sold by the consultants on a non-profit basis. implementing the institute’s own projects such as the Trilhas (Trails)

In 2014, consultant mobilization reached a record 20.15% of the literacy program for early learners, which has been recognized as

active network in Brazil, generating R$ 8.8 million in revenues from  public policy by the Brazilian Ministry of Education since 2012.
product sales, also a record. These funds are invested in providing
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MANAGEMENT AND ORGANIZATION

PEOPLE MANAGEMENT

A new way of working

Natura prepares its employees to execute
company strategy without losing sight of its
values and culture

BASED ON THE company’s
strategy for the future and new trends
in labor relations, Natura reviewed

its people management model and

its organizational culture.This broad
internal reassessment led to the
updating of the organizational design,
of the company’s forms of appraisal
and recognition, as well as its internal
communication strategy.

The first step was to draft the new
profile of the Natura employee,
identifying the functional, behavioral
and leadership competencies required
for diverse positions within the
company. As a result of this process,
Natura developed its new appraisal
and performance management model
(already tested among management
level employees), which will come into
force in 2015.The main changes include

the introduction of 360° appraisal for all
employees based on the competencies
established for their positions. The
results will be discussed with the newly
created People Forum, which will then
draft an individual development plan
for each employee, define suitable
recognition (both financial and non-
financial) and determine the individual's
next career steps.

The major goal is to consolidate a team
that is even more prepared to meet
current and future business challenges
and to contribute effectively to achieving
the results expected by the company.
“We are clear about where we want

to get to, and it will require discipline
and persistence to reap the fruits of the
transformation we are undertaking”, says
Lilian Guimardes, vice president of People
and Culture.

CULTURE

Ana Luisa de Toledo Camargo, Natura employee

|0 years of Natura Musical

In 2015, Natura Musical, part of

the company’s cultural support and
sponsorship program, will celebrate a
decade of activities.

During this time, the project has
developed into a platform for the
renovation of Brazilian music, which is
disseminated to different audiences in
diverse manners. Examples are the Natura
Musical festival, with its free shows in
public areas, the Natura Musical website,

with exclusive contents, as well as an
online radio station.

Recently the program was expanded, with
an increase from four to six public tenders
to select projects and fund them using the
company’s own resources or tax incentive
funding. In 2014, the selection processes
(one nationwide and five at state level:
Bahia, Minas Gerais, Pard, Rio Grande do
Sul and S3o Paulo) attracted 4,226 entries.
30 proposals were selected.

2014 Natura

- R% 8,4 million in private funds
+ R$ 6.7 million in incentive law
funding invested in Natura Musical in
2014

- 45 projects underway

Musical

- 70 shows with an estimated total
audience of 100 thousand people

- 40 thousand people in the 14th
edition of Natura Musical Festival in
Belo Horizonte (Minas Gerais)

broduct

rands ¢




BRANDS AND PRODUCTS

Juliana Rodrigues Calil, employee at the Natura
Global Innovation Center, in Cajamar

Creating via partnerships Is the formula

INNOVATION

Natura strategy is intended to respond to current socio-environmental and
cultural challenges

ONE EXAMPLE OF how the company
transforms socio-environmental challenges into new
business opportunities was the 2014 launch of the
Ecocompacto aerosol deodorant, enabling Natura
to enter a new segment offering a more sustainable
product. For Natura, entering this market was

an enormous challenge, because aerosols uses
propellant gases to propagate the antiperspirant
ingredient in the form of a spray or mist.

Developed in Brazil, the pioneering Ecocompacto

resulted from a close partnership between Natura
and its suppliers. It is a high-performance product,
employing 15% less aluminum, having half the

volume and generating 48% fewer greenhouse
gas emissions than conventional products, while
providing the same yield.

“For Natura, green technologies are the driving
force behind business growth. Increasingly, our
products will be developed in the forefront of
ecodesign and eco-effectiveness, involving the entire
value chain,” says Gerson Pinto, vice president of
Innovation.
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Natura's entry into
aerosol deodorant
segment, where the
biggest market is
Brazil (22% share of
global deodorant
market)'

NETWORK

Collective learning

BELIEF IN OPEN and networked
innovation means that currently 60% of
Natura's innovation projects are developed
jointly with more than 200 partners,
including companies, universities, research
institutions, test laboratories and foment
organizations.

By organizing an innovation marathon in
2014, the company strengthened its relations
with the MIT's (Massachusetts Institute of

#URBANO

Representing a new
signature in the men’s
perfume market. The

concept speaks to a young
public into the urban art

scene

LUNA

With fragrances and
bottles inspired by
women’s sensuality and

femininity

Technology) Media Lab based in Boston
(USA), which will receive two Brazilian
researchers selected in the initiative.

In Brazil, the unprecedented partnership
with the research body Fapesp (Fundacdo
de Amparo a Pesquisa do Estado de Sao
Paulo) for the creation of the Centro

de Pesquisa Aplicada em Bem-Estar e
Comportamento Humano (Center of
Applied Research in Well-Being and Human

Behavior) is underway, with the definition of
a partnering university to host the research
center scheduled for 2015.

In 2014, the company also consolidated

its Innovation Hub, an office in New York
(USA) dedicated to identifying trends in
conjunction with the Natura innovation
areas in Brazil: the Global Innovation Center
in Cajamar; a science and technology center
in Benevides and NINA (Natura Amazoénia

Main launches in 2014

ECOCOMPACTO

Available in different
Natura fragrances, with
prolonged perfume and

performance

FKOS 100%
AMAZONIA
SOAPS

The line increased the
concentration of the vegetable
oils extracted from Amazon
social biodiversity assets in the

bar soap noodles (base mass)

NATURA
TODODIA

The entire product line was
repositioned with new formulas
that permit greater moisturizing

and more fragrance, as well as

more functional and sustainable

Innovation Center), in Manaus.

The company also maintained its Co-
creating program, which is open to Natura
customers, consultants and anyone who
identifies with the brand and wishes to
participate in the conception of products
and services. Four co-creating journeys,
involving virtual and face-to-face dynamics
were organized in 2014, generating 884
contributions.

PLANT
INTENSA

Providing regenerative
cosmetic scalp therapy
as an alternative to
moisturizing in the

hairdressing salon

packs that use green plastic

Investment in innovation'
(R$ million)

207

2012 2013 2014

Results

Percentage of net revenue invested
in innovation

3%

2012 2013 2014

Number of products launched
(units)

179

2012 2013 2014

Innovation rate?

2012 2013 2014

Natura started to take some indirect innovation expenses and the cost of innovation in Latin America into account. The new metric is valid for 2013 and 2014; *The percentage of revenues from the sale of products launched in the last two years.
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JOURNEY OF NATURA EKOS
100% AMAZONIA SOAP

With the inauguration of the Ecoparque in Benevides (Pard), all the stages of the Natura Ekos soap manufacturing process were concentrated
in the Natura soap factory. In parallel, more social biodiversity active ingredients were added to the formulation. Previously, the products were

finalized by third-party contractors in Minas Gerais and Sdo Paulo.

PHASE | PHASE 2 |

EXTRACTION OF THE PRODUCTION OF

VEGETABLE OIL THE SOAP NOODLES
IN THE NATURA

Natura's partnering supplier
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management techniques to extract
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PHASE 3

FINALIZATION

OF PRODUCTION
IN THE NATURA

SOAP PLANT

When the noodle is
ready, additives and
other biodiversity
active ingredients
are blended into
the soap mass.

The ingredients
are subject to
the additional
production stages
and the soap is
finalized in the
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Accumulated business volume in
Pan-Amazon region' (R$ million)

7.000

i

NOODLES WITH
BIODIVERSITY
ACTIVE
INGREDIENTS

+
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2012 2013

2014 2020 ambition
'Base year 2010.

BLENDER EXTRUSION STAMPING PACKING

+
ADDITIVES

Ecoparque plant.

-

PHASE 4

DISTRIBUTIO
THE NATURA EKOS

100% AMAZONIA

Third-party providers transport the

soap to the distribution centers.

.?:
e

The distribution centers pick the
orders and deliver the product to the

Natura consultant's home.

With the Natura Network online
platform, the soap may also be
delivered directly to the customer's

home.

o Customers acquire

a high added value
product, leveraging
the potential of the
Amazon region’s

social biodiversity.

ECOPARQUE

DISTRIBUTION
CENTERS

CONSULTANT’S
HOME

CLIENT’S
HOME

COMMUNITIES

(RETURN IN

THE FORM OF
FUNDS)



ECO-EFFICIENCY

More recyclable and recycled materials

The refill for the Natura Ekos line of perfumes is yet another example
of innovation in sustainable technologies

INNOVATING TOWARDS a
positive impact for the business, society
and the environment. This phrase is an
excellent illustration of the way one of
the main novelties in the Natura portfolio
was developed in 2014: these are the
refills for the Natura Ekos Frescores line
of fragrances, made from 100% recycled
post-consumer PET containers, generating
72% fewer greenhouse gas emissions.
With this launch, Natura became the first
major cosmetics brand to use this type of
material in the perfume category.

After enhancing the facilities of partnering
glass recyclers, at the beginning of 2015
the company included 20% recycled post-
consumer premium category glass in the
packs of some perfume brands.

Nowadays the innovation and product
development areas have an integrated

calculator to measure environmental gains
and losses, enabling the estimation of the
potential environmental impact in terms
of emissions, solid waste and quantity

of recycled post-consumer material
generated.

2014 RESULTS

The year saw a 2.2% increase in Natura’s
relative emissions, as a result of revenue
growth below initial estimates. This is
because a percentage of the emissions is
related to the operation’s fixed structure
the cost of which does not vary in function
of the annual production volume. Even so,
considering 2012 (the base year for the
new target of an additional 33% reduction
in emissions by 2020), there was an
accumulated reduction of 6.7%. According
to the company’s Sustainability manager,
Keyvan Macedo, it is expected that it will

be easier to achieve the new target from
2017 on, when specific projects that will
contribute more effectively to reductions
will be launched.

The proportion of post-consumer recycled
material used, targeted to reach 10% by
2020, was 1.2% in 2014.This represents

a slight reduction due to the variation in
the product mix (lower sales of products
using post-consumer recycled materials or
higher sales of products not using recycled
material). An expansion will be implanted
to ensure the 2020 target is achieved.
Eco-efficient packaging increased by 7 p.p.,
corresponding to 29% of the total.

After remaining stable for three years,
water consumption also increased by | 1%,
due to the lower production volume, the
expansion of the Cajamar industrial unit
and the opening of the Ecoparque.

Radical transparency

In line with the new sustainability

vision which intends to implant total
transparency in the provision of product
information, from 2015 the packaging for
the entire Natura portfolio will present

a new environmental table. After a study
conducted in 2014 and based on best
market practices, a series of new indicators
have been defined, as has the best way of
communicating these.

Relative CO, Post-consumer Recyclability Eco-efficient
emissions recycled material (recyclable material packaging’
(kg of CO,elkg of product invoiced)’ in finished product in finished product in Brazil
packaging packaging)?
in Brazil in Brazil

83,7% 29%

[,6%

321

2,93 4%

1,2%

se% L7 5%

2012 2013 2014 2012 2013 2014 2012 2013 2014 2012 2013 2014

There were changes in the GHG inventory emissions factor. The 2012 and 2013 were restated to ensure comparability; 2In 2014, the indicator incorporated additional recycling feasibility factors in Brazil, and the 2013 amount was restated to ensure
comparability; *Eco-efficient packs are those that represent a reduction of at least 50% in weight compared with a similar/ regular pack; or which consist of 50% post-consumer recycled material and/or renewable non-cellulosic material, as long as there is
no increase in mass.

Essencial:

pack provides
information on
percentage of post-
consumer recycled glass
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A powerful social network

antos da Conceigdo, Natura
gltant in Salvador

The aim is to continually enhance the value proposition for the
consultant network, supported by new technologies

BASED ON A FIRM BELIEF in the power of relationships,
Natura chose the direct selling model to deliver its portfolio to
customers. Today the company has more than 1.3 million consultants
in Brazil and over 400 thousand in its International Operations.

In 2014, NCs all over Brazil gained an additional channel for
generating business: the Natura Network. This enables consultants
to have their own webpage on the internet as a vehicle for building
relationships and commercializing products, combining this format
with traditional direct selling and boosting their productivity.

The Natura Network has been attracting a new consultant profile.
These are generally younger people who feel at home in the virtual
environment and who tend to prefer not to have to deal with
operational factors, such as payments and delivering product to
customers. This is the case with Rafael Gustavo Noris (25), from the
town of Pedreira in S3o Paulo state. Owner of a book store, Rafael
has also been a digital consultant since October 2014."The space is
very accessible and easy to operate, | do not have to worry about

payments and the company provides me with different kinds of
support materials for promotional purposes”, he states.

With the Network in nationwide operation, the challenge now is
to gain more in-depth understanding of the profile of consultants
operating in the digital environment. This will permit Natura to
provide them with ongoing targeted training, driving business
growth throughout the network.

The company is also testing its first multi-category offering via the
Natura Network. For the time being available in Sao Paulo state,
Natura + involves the commercialization of fashion and household
products developed by partnering entrepreneurs and available
exclusively via the internet.

Digital business

Relationship managers (Natura employees):
have access to a tablet which facilitates
their activities. There are also exclusive
order capture applications for tablets and
smartphones that expand relationship
possibilities in the Natura encounters and
other events.

NCAs (Natura Consultant Advisors): with
a tool developed in SMS messaging format,
the NCAs may access information on the
sales cycle status and monitor individual
consultants more closely.

NCs (Natura Consultants) and customers:
also in SMS format, customers are able

to locate an NC and make purchases by
sending a message with the word Natura to
the number 28128.

OUR NETWORK



OUR NETWORK

Soénia Ceneviva, Natura Consultant in Catanduva (SP),

presides an organization supporting women with
cancer. Marisa Cabral, a Natura customer from the
city of Sdo Paulo, collaborates with Sénia’s initiative.
The two are connected by the Movement

i il Pl

Bottom left:

In Manhumirim
(Minas Gerais), the
consultant Fldvia Dias
Herculano heads a
recyclable waste
picker cooperative

Bottom right:

The consultant Iria de
Sa Pinheiro teaches
music to children and
adolescents in the region
of Tartarugalzinho
(Amapa).

The project is part of
the Natura Movement

Training courses explore virtual world

TRAINING AND DEVELOPMENT
initiatives for consultants also made inroads into

the digital world. In the second half of the year, the
company introduced an online version of the Natura
Encounter, a product communication event organized
every sales cycle. In partnership with the Instituto
Natura, the company’s e-learning platform, known as
the Knowledge Portal, hosted a pilot project to boost
the training portfolio on offer. After a survey, 200
vocational courses from the Escola Digital platform
were included in the portal.

The same initiative led to a partnership with the
company Prepara Cursos for the offer of vocational
courses delivered in a combined face-to-face and
online format. Around 15 thousand consultants had
access to a free course on personal finance and
other programs offering special payment terms were

also made available. 80% of the NCs taking courses
rated the experience as good or very good.

HDI-NC

In 2014, Natura took measures to create an index
capable of measuring the impact of the company's
business model on the human development of its
consultant network. This was inspired by the HDI
(Human Development Index), adapted to the reality
of the direct selling model and Natura. The HDI-NC
will be measured on an annual basis and its results
will feed the development of specific action plans.

Top left:

Anadelli Soares Braz,

a consultant who
participates in the
Natura Movement. She
organizes a project
aimed at providing
young people with
professional training in
the city of Sdo Paulo

Top right:

The consultant Celma
Grace de Oliveira in
the NGO she created
to train female artisans
in Goidnia (Goids)

OUR NETWORK



OUR NETWORK

Closer and closer

Monitoring center in the city of Sio Paulo tracks the NCs’
and customers’ buying experience on the digital platforms

FASTER, MORE INTEGRATED and connected with the
world. A company that is closer and readily available, with products
and services driving well being well the way everyone wants it and
needs it. These are the drivers through which Natura intends to
revitalize its direct selling model, with initiatives that offer expanded
shopping experiences. To do this, the company has increased its

use of CRM (Customer Relationship Management) tools and data
analysis to segment offers, channels and communication, supporting
consultants in the activation of their customer portfolio.“Companies
need to recognize the needs of each customer profile in mass
markets. Our recent investments in technology enable us to do this,
but the investments will continue”, states Agenor Ledo, Natura's vice
president of Digital Technology.

In 2014, the extension of the Natura Network to the whole of Brazil
provided customers with yet another option for access, with the
facility of online payment (credit card or payment order) and faster
delivery, directly from Natura. With the extension of the platform, the
company launched the Natura Closer movement, offering exclusive

products, promotions and gifts during the 2014/2015 summer season.

The movement encouraged customers to look for the NCs during
this period, either in person, via the internet or via SMS message, the
company’s latest novelty.

The new experiences on offer include the Natura Gift Card, which is
currently available in the whole of the state of Sdo Paulo. The cards may
be acquired the same way as any other items in the Revista Natura.

Knowing in order to grow
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Ivanildo Melo is the director.of the Camtaud cooperative, -.-_u

supplier of the actiVe.ingredient andiroba which enhances the
Natura Ekos line .

AS SOON AS it included the sustainable use of biodiversity
ingredients in its business platform, Natura was faced with the
challenge of managing its supply chains efficiently and ensuring
traceability. Even though this monitoring already existed in
almost all the chains, there was still a lack of systematized
information in a robust, secure data bank that could be audited
and used for crop planning.

This became possible in 2014 with the implementation of

the Natura Social Biodiversity system. As Mauro Costa, Social
Biodiversity Supply and Relationship manager in the Supply area,
explains, this is a geographic information system that enables
online localization of all the chains and access to indicators

such as investments undertaken, production levels and local
infrastructure, as well as integration with other corporate
management systems. With mobile tools (tablets used by
the field teams),it is possible to consult, collect and update
information on family farmers and cooperatives, including
photographic documentation.

To forge closer ties with the company's some 5 thousand
suppliers, in 2014 Natura implemented a more efficient supply
management tool which drives greater process transparency. The
company also consolidated its Supplier Committee, a forum in
which the terms and conditions of partnership may be defined
and the demands of these stakeholders may be aired.

OUR NETWORK
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