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Kozaburo Kobayashi, who founded KOSE in 1946, poured his
limitless passion into making cosmetics that give people dreams
and hope. Even during the post-war period of shortages, Mr.
Kobayashi committed KOSE to making quality products that
truly exceeded the expectations of each customer. This spirit
remains alive in all facets of our business today, from research
and development to manufacturing, from customer-oriented
consultative sales to distribution, to our unique brand market
ing system that perfectly matches brands with sales channels.
We believe it is this spirit that gives KOSE the strength and
drives the company to do more.

Since assuming the position of president in 2007, I have focused
my efforts on developing a foundation from which we can
grow into a global company while still preserving the corporate
culture. We started our journey to achieve challenging goals
by overturning existing norms through a borderless approach
to accelerate our global growth. In line with its basic strategies
—“Promote brands to win recognition and respect around
the world” and “Sustainable improvement in performance”—
KOSE will redirect its approach to achieving growth in such a
way as to expand its presence in the global market.

We have also became a member of the UN Global Compact in
July 2017 to fulfill our fundamental responsibility in society
and environmental sustainability as a member of the interna-
tional society.

We will continue to maintain our ardent passion for cosmetics
and work together with our stakeholders. Your continued pa-

tronage and support are greatly appreciated.
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Kazutoshi Kobayashi
President & CEO
KOSE Corporation
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The KOSE Corporation was founded in March 2,
1946. We have earned trust from our customers and

partners since our founding during the chaos after

the war by providing high-quality products at the

right price. Even in a rapidly changing generation,

the spirit of our roots continues to live on to this day

as the foundation which shapes our company.

1980
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Our production headquarters
received the first Deming Prize
in the industry for the intro-

duction of modern quality
management methods.
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1985
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SEKKISEI, which combined
Japanese and Chinese herbal ex-
tracts, was released. More than
54 million units have been
sold up until now.
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Kozaburo Kobayashi founded
KOBAYASHI UNLIMITED
PARTNERSHIP in Oji, Kita-
ku, Tokyo (restructured as
KOBAYASHI KOSE COM-
PANY LIMITED in 1948).

1987
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Chun ’Si Li Co., LTD. (current
KOSE COSMETICS CO.,
LTD.) was established in China

as a Japan-China joint venture.
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A technological alliance was
established with L’Oreal of
France to start our salon busi-
ness (the joint-venture contract
ended in 2001).

e

1991 KOSE

CIEi Ao Mzt a—L -4t
HEEEL, RETTBRHL I,
Corporate Identity (CI) was
introduced. The corporate
name was changed to the
KOSE Corporation and the

corporate logo was renewed.

1992
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ADVANCE CO., LTD. was
established in Sayama City,

Saitama as a subsidiary to sup-
port persons with disabilities.

1998
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The Gunma Factory acquired the
1509002 (quality) certification.

1964
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The Sayama Factory opened
in Sayama City, Saitama.The
premises was 109,091m?, which
boasted the largest cosmetics
factory in Asia.

2000
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KOSE became listed on the
first section of the Tokyo Stock

Exchange one year after its ini-
tial public offering.

TS LY 251S014001 (B 8%)
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The Gunma Factory acquired

the ISO14001(environment)
certification.
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Sales began in Hong Kong,
which is our first entry over-
seas, and expanded with focus
on Southeast Asia thereafter.

2006
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KOSE entered into sponsorship
agreements with the Japan Skat-
ing Federation and the Japan
Synchronized Swimming Team.

2009

BEiR4e7uy 27 [ SAVE
the BLUEJASA % — b,
The SAVE the BLUE environ-

mental conservation project
started.
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COSME DECORTE, a dedi-
cated luxury brand, was released
to deliver the highest quality of
cosmetics with the best service.

2014

KEDILHE 234 Tarte, Inc%
FattAt.
Tarte, Inc., a cosmetics com-

pany in the United States,
became a subsidiary of KOSE.

2016

[DECORTE &t CllisE iittio
Sales of DECORTE began in

North America.
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ALPHARD R.C LIQUID was
released. FIT ON was released
the next year. We launched the

categories of “beauty serum”
and “powder foundation.”

2017
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A new manufacturing facility
was opened in Gunma Facto-
ry and started operation as a
mother factory in March.
Introduced Stephen Knoll in
Brazil, a major hair care market
in the world, in August.
Opened research center France
branch in Lyon, first research
facility in Europe.
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“Sensuousness” and “intelligence” are the two key words that drive
the creation of attractive, valuable brands at KOSE. We take our re-
search—Dbased on leading scientific discoveries—and develop cosmetics
that meet our customers’ wants and needs. Consumers select cosmetics
for many reasons, including texture, fragrance, effectiveness, price,
brand and packaging, but their needs change with the time and sea-
sons. To anticipate these changes and needs, KOSE focuses on three
facets of brand-building: product, distribution, and communication.
We also offer our brands through various sales channels with a wide
variety of features to precisely meet the diverse needs of customers.
Our brands are divided into two major categories: the KOSE brand, a
brand that has the company’s name on it, and the individual brands,
which represent a wide variety of highly original brands. And we have
actively been promoting for dealing in line with diversification of sales
such as online shopping and global development.
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One Step Above

Wobdb,
PSLEELHE?

High Added Value »»

Cosmetaries Business

Individual Brands
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OSMETARIES
Brands
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A group of top-quality brands developed by inte-
grating all of KOSE’s cutting-edge technologies.

They are sold mainly at specialty cosmetics stores
and department stores that distribute exclusive
brands. KOSEs specially trained beauty advisors offer
meticulous counseling, including skin diagnosis, to
help each customer select the most suited products.

A group of brands that, while pursuing high added
value, meet the needs of a broad range of distribu-
tion channels, from specialty cosmetics stores to
mass retailers, drugstores and mailorder. We deal
with a variety of brands that includes SEKKISEI,
ESPRIQUE, ONE BY KOSE, and MAIHADA,
which are representative brands of KOSE.

A group of self-service brands, including cosmetics
and toiletries such as shampoo and conditioners,
which are developed using the same approach
as the one used to develop cosmetics. We call
this category of products “cosmetaries.” We offer
high-quality products at reasonable prices through
mass retailers, drugstores, convenience stores and
other retail outlets.
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Becoming Japan’s Leading Skin Brightening Brand

SEKKISEI
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SEKKISEI has continued to build a devoted following since its intro-
duction in 1985. The major skin care brand of Japan currently endeav-
ors ceaselessly to expand the possibilities of cosmetics. Then-president
Reijiro Kobayashi was also a researcher said often, “Three things will
always be important to Japanese women: the prevention of gray hair, the
prevention of wrinkles, and the maintenance of skin luminosity. Indeed,
these are universal themes in cosmetics development.” He foresaw that
the generation of highly-effective cosmetics would come.

The SEKKISEI development has a foundation inspired by herbal medi-
cine to improve from within the body. While steadily advancing product
designs such as a lotion base with a penetrative feel, a design shape
familiar to the hand, and bold lapis lazuli colors, we were faced with
unexpected obstacle. At first, KOSE intended to release a product under
the name HAKKISEI (a name incorporating the Chinese character for
“white”). Unfortunately, pharmaceutical laws at the time prohibited use
of the term “white” in a cosmetic brand name. In a moment of inspira-
tion, our leader declared, “If we can’t use the word ‘white,” we can cer-
tainly use the word ‘snow.” And with that, the SEKKISEI name, which
incorporates the Chinese character for “snow,” was created.

Word of mouth about SEKKISEI spread through beauty advisers en-
thusiastically proclaiming the effectiveness on skin through meticulous
counseling, and the product’s customer base swelled despite its relatively
expensive 5,000 yen price point. SEKKISED’s lineup only had a lotion
when it was first released, but has gradually grown into a total skin care

1985~
SEKKISEI
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In 2016, the SEKKISEI Global Counter designed

by architect Kengo Kuma was installed
at the Abeno Harukas in Osaka.

7 K l‘\

brand with a broad line-up of skin-brightening products. SEKKISEI
has a long history overseas with growth in Southeast Asia, China, and
United States after launching in Taiwan the year after its release in
Japan in 1986. SEKKISEI is one of the most important brands for the
global expansion of KOSE, and we are conducting common worldwide
promotion that values the atmosphere of Japanese products. Started sales
of SEKKISEI MYV, a high value added series in 2016 at the SEKKISEI
Global Counter in department stores in anticipation of global expansion,
increasing the presence of Japanese cosmetic brands.

We have been engaging in the SAVE the BLUE project since 2009 to
contribute to environmental conservation through SEKKISEI, in an
effort to protect our beautiful blue earth, which we are reminded of by

bold lapis lazuli colors.
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Pursuing Timeless Elegance and Beauty
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The high-prestige COSME DECORTE brand, launched in 1970, was
realization of a long time dream for KOSE’s founder Kozaburo Ko-
bayashi who wanted to provide women seeking refined beauty with first-
rate service and the highest quality cosmetics.

KOSE introduced a 30,000 yen cream at a time when new college grad-
uates’ monthly pay was typically only 40,000 yen. The quality of the
product and KOSE’s service created a passionate following among Jap-
anese women. The COSME DECORTE, a combination of the French
words “cosmetique” and “decoration,” is synonymous with trust as a
decoration of beauty for all women.

In 1990, KOSE introduced AQ*, a high-prestige anti-aging product. In
1992, it introduced MOISTURE LIPOSOME, the first cosmetic to in-
corporate multi-layer liposomes. In 2007, it introduced WHITE LOGIST,
a kojic acid-based whitening essence based on new technologies. Each
and everyone of these new products builds on KOSE’s reputation for
pursuing the ultimate in quality.

In particular, MOISTURE LIPOSOME, which won many devoted cus-
tomers in Japan and abroad, has become a long selling product which is
the representative of the COSME DECORTE brand.

In addition, we have been expanding in overseas focusing in Asia from
1990s. We have also started sale in cosmetic stores in Italy from 2012
and sales of DECORTE in high-class department stores in North
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Maison DECORTE,. produced

by art director Marcel Wanders, opened in Tokyo
GINZA SIX in April 2017.

2017~
NEW AQ SKINCARE

2009~
AQ MELIORITY INTENSIVE CREANM:

America and are expanding our sales in the European and American
markets.

Furthermore, we have opened our first flagship store Maison DECORTE
in Tokyo GINZA SIX in April 2017. The store offers counseling and
sales and treatment method for the first time as a brand, offering a com-
prehensive creation of customer’s beauty and strengthening to express
the value of the brand globally. COSME DECORTE will continue to

pursue elegance and beauty to meet the needs of women.
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Directly-managed new concept shop opened in 2015.

Multiple brands with an outstanding atmosphere is also one of KOSE’s
strengths. JILL STUART, another global brand as valuable to KOSE as
DECORTE and SEKKISEI, started business through a licensing agree-
ment for cosmetic products in Japan in 2005. The brand gained enthusi-
astic support from trendy women right after JILL STUART debuted.

This brand grants the ultimate “cuteness” by bringing out the superb
innocence and sexiness every woman possesses. We acquired the li-
cense for the global cosmetic sales in 2009 and are selling the brand in
not only Japan but also in Taiwan, Hong Kong, Thailand, China, and
South Korea. In 2015, the first direct concept shop for the brand,
“JILL STUART Beauty & PARTY?, was opened inside Tokyu PLAZA
Omotesando. The shop offers cosmetic goods, table wares, handkerchiefs
and other lifestyle goods, along with proposals for gifts and party style
that best suit the theme. In 2017, the second concept shop was opened
in Tokyo GINZA SIX. Store decorated little more mature and refined
“cuteness” to match the atmosphere of Ginza will express the world

which the brand creates.

MY OWN STYLE, MY OWN BEAUTY

ADDICTION 7 akes
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ADDICTION is a makeup brand with AYAKO, world renowned make-
up artist residing in New York, as the creative director and produced by
KOSE. The brand was launched in 2009 mainly in department stores
around Japan with a brand concept of “MY OWN STYLE, MY OWN
BEAUTY”. ADDICTION aims to offer women of all ages the choice of
pursuing their style, regardless of their age. In doing so, it proposes wom-
en to find their own unique style and beauty showcased in eye shadows
that have 99 color variations popular for their striking color and texture.
The brand is currently not limited in Japan and is also being sold in
South Korea, Hong Kong, and Taiwan. From 2017, it has been added
to the important global brands and released 17 colors of foundations to
meet global skin needs to grow as an international makeup brand and

promote its global expansion.

ACDICTION

)

(1) 1085 D R—=ARAL 2% 272 [ R=AAL 77w T AL s var]

COMPACT ADDICTION allows combination =~ THE BASE MAKE-UP COLLECTION with 108 types

of customer’s choice
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pL ! %:Eil: )’:i:’b E % Consolidated net sales
HAL &M Hundred million yen

I 1665 1707 I

2010 2011 2012 2013

2078

Phase I : V2l

The KOSE Group has a long-term vision called VISTON2020 to serve as
a roadmap for growth for fiscal 2020. To achieve the goals of this vision,
the Group has defined three phases to become an organization with a
global presence; a V-shaped turnaround, building and strengthening
global brands, and global expansion with higher earnings.

20114F 20124F 20134F 20144F
3AM 3AM 3AM 3R

~Phase I V7 ul{E ]
~ Phase I: V-Shaped Turnaround

FEE AR E LGSR DR SEREITE R 72T 51D
DY || AR EOMRAZIEETE LA R LR
SE72[BOODYCE IZI A A i D 20144 B IS
5 f i D FERLTHED LD E L 720
The Group enacted “defensive reforms” to develop a
business structure that can withstand challenges posed
by the changing business landscape. There were also
“offensive reforms” to refine the strengths of existing
businesses and increase sales and profitability. The plan

was brought to a close with record performances in the
final year fiscal 2014.
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2667
2433

Phase [I : Z70—2V75 N E B ) Phase [l: 70— V7570
2014 2015 2016 2019
20154 20164F 20174F 20204
3HM 3HM A 3)34)

The Basic Strategy of Phase Il ( Building and Strengthening Global Brands )

Phase T &AM (HFICEHT275FOEK)

‘ B AR i DECORTE
| i|

b O— VT T U RDOE K
Promote Flagship Global Brands.

AJDICTION

CLEAR

T

SEKKISEI

miLBon

> il R DAL =1L

Accelerate the pace of developing new markets.

o Eav— 2RO
PrOmOte e-commerce

2015 ~ 2017

Phase [ : 70 —NV 75 U RE B ~ Phase I
Phase II : Building and Strengthening Global Brands ~ Phase IIl

20D AW W TN $ 277 Y N OT W [HEE & HEORE
BEf 27874 —< Y AQ L] 24808, 70— OV B LRk i 1)
J72R =S VAL R O TOE T IR D 20174E 05
i, HECPhasellZ LA 2 . VISION20200 [ 5 CHAEE DB % i
FEAOHEAL ] 2T 1S HSEIRLTVET .
We are currently focusing on two basic strategies of promoting brands to
win recognition and respect around the world and achieving a sustain-
able improvement in performance and furthering a borderless business
strategies aiming toward global cosmetic market. In fiscal 2017, the

final year of Phase II, we will continue to progress towards VISION2020
Phase III: toward becoming an organization with a global presence.

2975 . . .
o IVRALEDO ARSI AT a FiEAD ST A

Enter salon business by establishing

merger company with Milbon Co., Ltd.

B 5275 X FOF K
Promote brands to win recognition and
respect around the world.

€ Worlg
0 IUT - FrRIVO%E

. B2 TR OYER
One Mind

7508

H

We do not restrict our activities

Building and to any particular country,

Strengthening
Global Brands

distribution channel or point of view.

R B DB 23T —< v A |

Sustainable improvement in performance.
— RN TA N —=~DiiT)
/ Concentrate on growth drivers.
Ve[l {5 E— 7T FOPEEEIL R
V-Shaped / Expand profitability of core brands.

Tumaround —  musmoBl
Build a more powerful
operating framework.

e

=

> AW D871 =< R10) |k
Improve the performance of
human resources.

> liAIE T B S I 0H LT 0 s M —EAD %

Develop products and services that can create new markets and

> HELBOR) A
Operate more efficiently.
are highly competitive.

o TFZEHT HER 1S X B AT FERME D iR AL- Ik [RUEY TV

Strengthen and accelerate research strategy by restructuring research facilities Work style innovation

o I EEOMFFE ML [ A ST 78 % |28k o i AN 7175 204 e

Newly establish research organization Value Creation Research Center Promote value creation program
directly under management . e

o PESEEEHE LD SR SE B OIS RES
Consider application of leading technology

through Industry-academic-government
collaboration

o B AR~ DL
Advance to high-profit structure

o B TR~ —THeL 7z,

Il 2 T — 2 VA BE AR O 2 i

Implement optimal global man-

ufacturing system with Gunma

Factory as a mother factory
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PEDATZDIC

We are striving toward becoming an organization with a global presence
for further growth and expanding our brands globally with a mid-
term basic strategy of promoting brands to win recognition and respect
around the world.

Growing Japanese cosmetics as a global brand

HARDOILH %, Zu— V7 SURIZHE K

WAL, Fu—VEREHEE T A IAXAT IV T ]
(BRI INAF 27— [T T4 7var [ 2)75—]
DESDODT TR [E B T7O—INVTFUR] AL DU
TWET, HEOBRSEOR LV ERIICL-TEX I
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YROBE S RBIE L R R 2 RO BRI FIZ
fR25720, EPN-HEVC, 7a— VLT o4, 7o
E—YarEliEEiToTwEd,
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DECORTE

North Amerlca §<
JEKili S5 DECORTE 2555, e —

TSURT NG F —DHr 4 b RAKHS 11:u1|.g<mf TV TARUM

Sales of DECORTE in North American Market

Brand advisor Kate Moss visiting the opening event in Toronto store
o o

We place five globally promoted brands of COSME DECORTE,
SEKKISEI, JILLSTUART, ADDICTION, and CLEAR TURN as
important global brands. These brands that have been refined by Japanese
customers that have strict eyes are being grown to become a brand that
can compete around the world. In order to show the unique atmosphere
and various charms that these brands create, we are engaging in plan-
ning, promotion, and sales activities from a global perspective in and

outside Japan.

SEKKISEI

BE DA TV —FHARICHE,

R ZPREMY VORG iR R A% £

Inviting influencers from around the world to the
SEKKISEI MYV product release event

Taiwan

BB TOTIVRRRZLIEHOMT Scene from brand release event and store in Taiwan

20164F ¥4I NAF 27— A TFE2—L, HEE O]
Long line for JILLSTUART several days after the
debut in Thailand in 2016

FEDNEH T [HANo. lﬁﬁ(/—b?‘Z?)JtL’CEFﬁ

Promoted as No.1 sheet mask in Japan as stores in Hong Kong

Challenging new markets
%ﬁt(‘mi%’\@»f—,‘,‘/w//
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KOSE

Cell Radiance

India

DECORTE @ awake

We entered Asia in the 1960s and have been engaging in business fo-
cused in Japan and Asia but are now entering other regions with brands
that meet the customers in each region which have varying climate,
culture, and historical background.

Number of stores is steadily increasing in Italy since introducing
COSME DECORTE to cosmetic stores in 2012. We strengthened our
North American expansion by acquiring Tarte, Inc. stock in the Unit-
ed States in 2014. Tarte mainly offers makeup products which deliver
naturally-derived components as high-performance natural globally and
is growing rapidly through marketing using SNS. We also introduced
original skincare brand Spawake in India in 2015 and Stephen Knoll in
Brazil, a prominent premium haircare market, in 2017.

DECORTE tarte

high-performance naturals

v
North America

Brazil
A

#ELIOP N EHIEZ LRI TWE T, We have included the major countries and regions handling our products.
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alue Added Manufacturing

Research and Development %z B &
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Research and Intelli
Development goch
Philosophy % 93[]

Sensuousness Reliability

&R {5 RETE

Innovation not Bound by Common Practices or Premises
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KOSE Research Center integrates spirit of KOSE’s R&D activities: “sen-
suousness,” “intelligence,” and “reliability” at a high level to create values
and culture with a unique beauty and allow us to provide “affordable
yet superior products,” a concept heralded by KOSE’s founder and the
core principle of our company. By focusing on originality and speed, our
R&D activities will help us create high value-added cosmetics capable of
sustaining growth into the future.

We focus on creating quality goods for our customers more than any-
thing else in our product development. This belief has given birth to
cosmetics in new product categories such as beauty serum (1975) and
powder foundation (1976). In the field of scientific research, we discov-
ered the impact on aging caused by singlet oxygen in 1994. Thereafter,
aging research in the field of dermatology become one of our strengths.

Various Initiatives to Broaden the Possibilities of Cosmetics

fERE S DA REMEZ KT 23 $ S LD A4

SFSF A SIS L TR S 2TE ik T& 5 ] ik
PR TL RIHLE TO R 7EDRR A ED T
WET, EMRLIRIL 72 2 PSHUTL~FEL , &1k
OIFFOV Xy MIAEHL I FE 2Rl CVE 3, £722013
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FBi$ 57 =IO A, Fiz MR E S TuET,

We also promote fundamental research with long-term perspective in
search for possibilities to contribute in various social issues through
cosmetics. We are conducting research into how cells harvested from
humans reset the signs of aging through induction into iPS cells. The
endowed lecture at the Keio University School of Medicine established
in 2013 is striving around revolutionary concepts that include the pre-
vention of allergic diseases such as atopic dermatitis through skincare.

As the driver of becoming a company with presence around the globe

MR THEAEERDD LB EE T BEE T
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We are enhancing our research structure to strengthen global compe-
tiveness and create new markets. Value Creation Research Center was
established in 2017 aiming for a new innovation, while France Branch
was opened in Lyon, where latest dermatological technology gathers,
as the first research facility in Europe. With the completion of Funda-
mental Research Laboratory (tentative name) in 2019, research facility
in Japan will be gathered in Oji, Kita-ku, place of our founding. We will
strive to make the facility highly functional and stimulate communication.

Manufacturing %

201747 FRW) [ 1% 15 T35 i 22 et |
Gunma Factory new manufacturing facility
started operation in 2017

MEVEDBRPHRY) S —1ZDo0 T, P33~ TR T &0,

In Pursuit and PrOteCtion Of Quality *kPlease refer to P33 and onwards for our pursuit

mn DB CR | dnE D HEFE
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Japanese quality to the world
Japan Quality# it #tic

“Made in Japan" O#HICE A E bR~ D7 Ta—
PVERFHIEATE Y EINA O = — RN 57280 1 4
DEFERDREIENL CTOFE T ZD720 20174 i
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EFEHAMT CERINA D2 — b — A FERL S 2 R b < —
THELTIEDTTCRET,
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Fundamental Research Laboratory (tentative name)
planned to be complete in 2019

for quality and policies.

KOSE has been pursuing cosmetic products with highest quality based
on a belief that “Only one product out of millions of cosmetics delivered
to the market reaches the customer. Thus, cherish the one.,” since our
founding. Manufacturing sites have implemented quality control using
scientific methods from the 1970s by introducing international quality
standards ISO9001 and management system in line with Cosmetic-GMP
to continue our pursuit for the best cosmetic products.

Reputation of “Made in Japan” cosmetics’ delicate and high quality has
increased globally and our manufacturing volume has greatly increased
to respond to needs in and outside Japan. We have started the opera-
tion of a new manufacturing facility in the Gunma Factory in 2017 to
strengthen manufacturing capabilities of highly value added products.
Gunma Factory is positioned as a mother Factory that will lead manu-
facturing site in and outside Japan with its leading edge manufacturing

technology.

(£ )a—t—mf%Er
(Left) KOSE Research Laboratory

(72F) iPSHlRa% v 7= B AL 8% S fti
(Bottom left) Research in aging
using iPS cells

(£ F)VFAC[WRFERT 75> A5 % ki
(Bottom right) Establishment of
R&D France Branch in Lyon
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Visit the website for details and latest information » www.kose.co.jp/jp/company/en/cst/

» www.kose.co.jp/jp/company/ja/cst/

Promotion of value-creation-oriented CSR
1 fiEi 8l 3& &I C SR D #E 3

isdom and Beauty for People and the Earth
LV A Bk~

A=t —LHDLEITRTOADIDIZ, ZLTKRY % For Everyone Involved with KOSE. And for
HoERERBE D761, the vital global environment. We, at the KOSE
Htbd—de— 7 —T1d AN COLE % B Group, e activities to realize e s-u?tam—
able society through the corporate activities of

WBEBLT, FAT AT TN LA ROKBU N 715 ) all executives and employees. Our corporate
FEELTOET BEAy =YD [ELVHIRE AN, message, “Wisdom and Beauty for People and

IR~ [1E, EORIEMRFEL LT, Iz AL TYL the Earch” is also a slogan for CSR activity.
FBDAT—H Y CThd ) 4 We are governed by the Mind to Follow the

Practicing of basic CSR commitments
FARAMCSRD FE &

ind to Follow the Right Path
IELEZLIZRED D

Right Path motto of our founder that is part
of our Behavioral Charter, which is the core

TN —=T ORI O TR TH B [TE)ET] IS of the Group’s code of conduct. We endeavor
BWT, IO DTHS [IELEZ L6 L% fully to become a company trusted and sup-
b THBAHL . RE LMD 2 MBI IS X FFHL ported widely by society throung ?ctlons based

on honest and trustworthy decisions and the
BH BN DAEETES 5 2T, IR R D SRS, respect of the human rights of each person in-
THFEN DL LD L) NIRRT EELTVE T, volved.

KOSE’s CSR philosophy CSR Activity Targets and SDGs

Contents - cire  coREmiiELShoe
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Special issue Il

Consumer issues

The Environment

Fair operating practices

Human rights/
Labor practices

Community involvement
and development

Corporate Governance
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Since 2009 Various efforts to Satisfying customers with Protect the global environ- Practice of the CSR supply Together with Harmony and co-existence CSR management
“SAVE the BLUE”project promote sports the finest quality ment by saving resources and chain management our employees with communities CSR=AZAY b
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» www.kose.co.jp/companyl/ja/cst/speciall/

hat We Can Do Now to Protect the Beautiful Ocean

HREBDOEL S FLMMBOY > THETI A
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Activities in Japan
A ) i 8

ELOVEBPTFAEDIZ. WER-LATEBRIL

Coral reefs in Okinawa, which are among the most beautiful in the
world, are on the verge of extinction due to global warming. KOSE
launched the “SAVE the BLUE” project in 2009 to pass on our fertile
ocean to the future. Name of the project is derived from both beautiful
blue ocean and azure, the color of the bottle that represents the SEKKISEI
brand.

“SAVE the BLUE” project donates part of the sales of our popular SEKKISEI
products to contribute in activities to protect the environment. The proj-
ect has expanded to countries in Asia and has become KOSE’s represen-
tative CSR activity aiming to protect the beautiful blue Earth.

Since 2009
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Total area corals have been planted
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Activities Overseas
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Our activities has been expanded
from Japan to Asia from 2012,
engaging in various environmental
preservation activities considering
what is required in each region.

NE Y TN OWIHEDFEALD729DIZ, Hik%E
WA LA A2NGOMfkGreen Lifed ik
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KOSE supports tree-planting activities
promoted by Green Life, an NGO that
purchases and plants seedlings for the
greening of deserts in Inner Mongolia.
120,000 trees were planted over the five
years from 2012 and forest expanded to
approximately 266,666m?2. Even with
the progress of desert in Inner Mongolia,
seedlings planted in the past are gradually
growing.

“SAVE the BLUE" Project

We have been donating fees to nurture
coral equal to the total area of bottom
of select SEKKISEI series products sold
during the campaign in the summer to
SeaSeed Limited since 2009. Total of
12,550 corals (total of 75,958,625cm2: 20
times the size of official 25m pool) were
planted over the last eight years in the
oceans of Okinawa.

In 2011, the third year of the project,
the transplanted corals were spawning and
the success of this project is spreading.

About 45 beauty advisors from around
Japan participated in “Okinawa coral
study trip” to learn the importance of
environmental conservation in Okinawa
since 2012. The participants also took
part in Clean Pic to clean the coast in
addition to separating corals. They also
take on a role as Coral Ambassador to
share their experience to colleagues and
sales store to raise their environmental
awareness.

(Fe) L7z =
CH) B JFFBED T2 T7 wworld due to the raise in sea temperature in the

(Left) Bleached coral

20164F 5 K IO LA OSEH TH Y TDILIK
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[ SAVE the BLUE]7 0¥ =2 M XDl 2 fHF T
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FEWHESTEDOTIE VP LEEDRTVET,
Corals planted by the “SAVE the BLUE” project

survived the bleaching that occurred around the

Summer of 2016. It is assumed that they had re-

(Right) Miracle coral strong  sistance to ultraviolet rays and heat due to being
against bleaching

nurtured in shallow waters.

Singapore
SIHE NV

BfF ML T3 % National Parks Board
NDOEE AT > TOE T, 201445 1Y
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We support projects conducted by the
National Parks Board, a government orga-
nization. Under the joint sponsorship of the
National Parks Board and KOSE, junior
and senior high schools in 2014 started
to conduct marine environmental surveys.
Students study shellfish inhabiting coastal
areas and conduct a follow-up study on
the accumulation of chemicals in marine
organisms.

Thailand

R RE RO BRHEL ™ I ADEIID 120
WZF A BHF DS L7z [ 2 A i B R
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We are cooperating with the environ-
mental conservation activities of the
Marine and Coastal Resources Research
and Development Center of the Eastern
Gulf of Thailand, which has been estab-
lished by the Thai government to protect
marine ecosystems. Planting coral in Ko
Samet in 2016.

Malaysia

<=7

NGO #kReef Check MalaysiaZz %L .

R L=V 7RERFEICFES? RTiomanks
nE, BFEFERY Y TOABIO BB
ERAEB ZToTOET,

We engage in environmental survey and
preservation activities in Tioman island
in the eastern coast of Malay Peninsula
and various other areas where corals grow

through supporting NGO organization
Reef Check Malaysia.
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arious Efforts to Promote Sports
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Be Active, and F ight Beautifully
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KOSE developed its own water-repellent technology that makes makeup
last longer based on its concept of “Maintaining beauty during sports.”
In 1981, we launched the Sports Beauty cosmetics brand dedicated to
sports, the first of its kind in the industry. We are actively supporting
sports under this backdrop at KOSE. In April 2006, we signed an offi-
cial cosmetic partnership agreement with “Mermaid Japan,” the team
that represents Japan in international synchronized swimming competi-
tions. In the same year, we also signed an official partner agreement with
the Japan Skating Federation.

»a1—+t— web#4F SPORTS BEAUTY NEWS
www.kose.co.jp/jp/jalkose_sports/

We held the 2016 KOSE Team Challenge Cup, which was the first time
our company acted as a title sponsor for an international competition.
We have installed a KOSE make-up room in the preparation area. This
space was loved by athletes, even those from overseas, regardless of gen-
der. KOSE make-up artists offered make-up expressions that athlete
usually could not do by themselves.

| Synchronized swimming »>7=#1x¥24:27
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We created make-up designs tailored to the customs and music of the
swimmers as partners of the Mermaid Japan national synchronized
swimming team, and offered detailed guidance about the techniques to
apply the make-up themselves. The cosmetics we used were COSME
DECORTE MAQUIEXPERT and FASIO, which have superior water
resistance. Our guidance is not limited for the sport and offer comprehensive

beauty guidance such as for daily skin care.
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Make-up training
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©U.S Figure Skating
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CHALLENGE

JCUP:
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Proposing make-up application to
draw bold lines on the eyelids

242797 V—24 Makeup room

| Ladies professional golf, etc. ##7n=r7
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Sponsoringa walking event

We released a product under the Sports Beauty brand name in March 2016
again. This was an opportunity for us to enter into sponsorship agreements
with ten professional female golfers. Our cosmetics protect skin from strong
ultraviolet light to encourage women who desire to be “beautiful even when
playing sports.” Moreover, we are also sponsoring various regional sporting
events such as walking event.

P AR—YE 2—74 ®F 8% KOSE
Release of AR=Y Ea—-F+ REBEE

new Sports Beauty ®
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SR Activity Targets
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KOSE Group engages in CSR activities through identifying issues based
on ISO26000 and selects priority issues that we should address consid-
ering changes in the international society. We signed the UN Global
Compact in July 2017 and selected issues that we should especially focus
on and goals of the SDGs which we can contribute in.

Process for Setting CSR Activity Targets

CSREHHERED 72 £ A
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PV

Identifying social issues

1SO26000% VT a—t—7° T =~ 26 H.
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Issues that KOSE should address
are identified based on 1SO26000

with 30 departments participating

six categories.

9 CSRIEBHEO (e

Deciding CSR activity targets

Categorize priority themes into

Undergo check by external experts

CSRiGBHEEDSLE L
SDG s DG

Review CSR activity targets

Use of SDGs

3 & g

Approval by management
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Report the process taken and set
goals to the CSR Committee and

Use the 169 targets of the SDGs
and re-identify activity themes and
gain approval goals

About Sustainable Development Goals (SDGs)
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SUSTAINABLE
DEVELOPMENT
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www.ungcjn.org/sdgs/index.html

In September 2015, member states (193 states) of the United Nations ad-
opted a set of goals to end poverty, protect the planet, and ensure prosperity
for all as part of a new sustainable development agenda in the next 15 years.
This agenda is called Sustainable Development Goals (SDGs).

SDGs is an expansive challenge by the entire world to engage to ensure that
no one is left behind. It includes issues that were not fully addressed in the
Millennium Development Goals, 17 goals such as worsening environmental
issues discussed in Rio+20, and 169 targets.
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Expectations and request from the society

Review Activity Themes and Goals Using SDGs
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targets of the SDGs
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Checking order of priority of the activity themes and
setting high priority themes

%L SDGsD1695 —7 v F DI
Conforming the list of CSR targets from prior with 169

[T

We believe that cosmetic products we manufacture and sale supports the
customers mainly consisting from women to play an active role in the
society and contribute in improving quality of life. In addition, all our
corporate activities such as procurement of raw materials and environ-
mental impact are closely related to the goals of the SDGs.

In response, we have reorganized and reviewed individual CSR activity
themes we have been engaging in against 17 goals of the SDGs and 169
targets.

Identifying Priority Themes
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BEIREDOMG % Review priority
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Support for education Prevention of
for women in Tanzania corruption

KOSE has set activity themes and mid-term goals by organizing corpo-
rate activities using ISO26000. In 2016, we identified priority themes
from the med-term goals using the SDGs. We made assessments using
the two axis of social expectations and requests and importance for
KOSE and size of impact on the society. As a result, following items were
set as priority activity themes for fiscal 2017. We believe each item are
relevant and can contribute in SDGs goals.

These priority activity themes will continue to be reviewed to meet the
request of changing society.

G E) 77—~ Priority activity themes

T = EORGE
QO Quality assurance

B m PR OB S AR
L Cosmi A ETIELD o R Reduce environmental impact of raw materials
) reduction 7l/)l/¥_%% ual l[y assurance S > Iy~ ~ S
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elllargilas  Reduce. Reduce wastes (zero emissions) etc.
from skincare  enyironmental impact
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Efficient use of water Rgﬁiﬁfliﬁes ® SAVE the BLUE YuaJv=x7 b
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JJL\/v "% SAVE the BLUE project
Protecting marine resources such as coral reefs
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» upport for porphyria JOovzgh o N
patients SAVE the BLUE project AR =Y PRI X 2 e

Improvement of health through promoting sports

AF T TIZE BT LIVF =T

Prevention of allergies from skincare
m L7 VHEEFOQOLI L
Improvement of QOL of porphyria patients
AL & % 3 U 7 20 P 1 i S 1%

Support active role of women through cosmetic products

I—t =L > TOREREECHRITE 2 2 HE

Importance for KOSE and size of impact on the society

5T AR R R

Support education of female junior high school students in Tanzania
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(CSR Activity Targets List

CSRGEHE %

WE 7T —~

Activity theme
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Mid-term target

SDGs

Sustainable
Development

Goals
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FY 2016 results
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We will provide high quality
products and services that
prioritize safety and security

as a company that create

beauty for the people

QNG o T
Security, Safety,
and Quality.
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Enhance quality assurance system in the entire Group

o i E PR IROHA & SSL A3 2 It

« Consolidated quality assurance information and further effective use

T N—T RO VR O AL
Enhance safety assurance system in the entire Group
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* Promoted development of safety assurance systems to cover
new distribution channels, overseas, and expanding business areas.

¢ Developed system that does not use animals for safety evaluation

operations and promoted activities in Japan Cosmetic Industry Association

or special academic conferences

BEIFH MO
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R&D from

customer perspective
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We will strengthen relationship with fields of cosmetic
medicine, preventative medicine, and health promotion and

promotion of QOL
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* Contributed in preventative medicine, etc. through releasing research
results at academic conferences and research papers

* Held lecture for citizens on skincare and allergies with Keio University

School of Medicine to raise awareness and to communicate

* Promoted improvement of QOL of porphyria patients through continuing

to provide cosmetic products

LB E BT, BESIOMFEBR 2\ WL et it 92
We will offer high level of satisfaction through exceeding
expectations by cosmetic products

o [BHESFICHSLEIEAT =T NI, BESTHILTOZEIMECEEL 7.
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e Strived to develop products with value under the slogan of more closer to
the customers and consideration for diversity from customer perspective

L —HFEY T4 D) FIZRRE L7206 e S0 — Y OB s etk

Promote development of products and packaging that improve usability

* HHWDIINR T W S — Y ORR O
o IEDAEHZR T~ R SR BERR B IS 7 e 2 iR

¢ Continued pursuit of products and packaging that are easy to use for everyone

* Increased containers with braille, tactile identification, etc.
for optically challenged people

BB 7z, B0 dH 2T DQOLI I
Improving QOL for people with disabilities through cosmetics

e IROARHMZA ST OQOLIA_FIZINF T, HARY 7 A 2 B~ O % Fh

e Started sponsoring Caremake Association with an aim to increase the

QOL for optically challenged people

BHERIELD
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Communication
with customers

BHEZIDLOEITER LB R ARG O L

Improve capability to respond to customer expectations and requests

o [BHEITHIGTLyY %, BESHELLIA § 5 AT L &8,
%M R COERICE D

* Made use of Customer Response Knowledge shared across related
companies using a common system at various contact points

BESEDFERILED, LT EEBIC
TA=FN 7§ BLLA DL

Create system to collect and make use of customer feedback
from variety of channels

o BEIEDOFOYELANILH LS, B, F—EADOYGEEHEE
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* Promoted improvement of products and services through collecting
and sharing customer feedback in the company

* Opened a place that is easy to communicate
with the customers in the KOSE website (product information)

* Reflected customer feedback in product development
by operating KOSE Idea Box
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Environment
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We will engage in resource and
energy conservation in

consideration of biodiversity
and environmental protection

IN)2—Fr—
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Energy and resource

conservation in the
entire value chain
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Understand and reduce greenhouse gas emissions

3 niat
/e

o COHF DR AT OMPHZILAL 72

* Expanded the scope of sites that track amount of CO2 emissions
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Understand and reduce amount of water used and waste water
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* Expanded the scope of sites that track amount of water used
and waste water

BE T 5 DR L 1 I8

Understand and reduce amount of waste
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¢ Achieved zero emission of waste for manufacturing in Japan
* Expanded the scope of sites that track amount of waste

¢ Promoted reduction and effective use of raw materials
and amount of product stock
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Environmental consideration in product containers and packaging
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* Continuously promoted and strengthened activities to
reduce environmental impact

* Considered response to plastic microbeads in cleansers and decided to
stop the use of within 2017

GRYE 2 SUROI N

Preserving biodiversity

[SAVE the BLUE |70y =2 bofffed 3k K
Continue and expand SAVE the BLUE project

e TIUTHEDBHEEERMWG AL L BT, HERD FIR RS B 0 i 2151572

 Expanded activities to preserve nature with customers
and business partners in Asian countries
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Business
partner

RSO IAFILS | %
HWARLT T, Fx—>
SR CCSRIGBZHEEL 5

We will inherit the idea of
“co-existence and co-prosperity”
and promote CSR activities
in the entire supply chain

JEURE e i

Raw material
procurement

@ 754 F = —NIBIFACSRMEDIHEHME

® CSRIEARTEHNIIEDE BN OFE N

@ Promote CSR procurement in the entire supply chain
@ Implement fixed point observation based on the basic

CSR policy
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* Continued to review the Basic CSR Procurement Policy
(Revision of Green Procurement Standards)
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We will strive to develop human

g o

resources and create a working
environment to enable each

Employees

employee to fully exert
their abilities

NHMED R

Respect for human rights

NMECH TGS OHEAE

Promote human rights education and awareness

o WHEWIZ B\ TR IEEE) (LGB T, KM D%
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* Implemented awareness raising activities during training
(LGBT, active role of women)

* Implemented management level training to raise awareness and respond to LGBT

¥4 8= TAD
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Promote diversity and
work style innovation

VRGeS E B

Promote active role of women and employment of foreign nationals

o FERY Y7 OF LA B B X0 P12 B o1k B H ot
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* Promoted recruitment of new graduates as beauty advisors and promoted
Shift to regular Enlploymellt Offixed‘tefln contract emPlDyeES

* Introduced support system for child-rearing and nursing

R A3 e L SR 7

Employment of people with disabilities and retired employees

o BRI O MR S~ OB LA
o T PR A1) 2 o i At & 9 Mt

¢ Engaged in activities to continue compliance to employment rate of people
with disabilities

¢ Introduced and implemented reemployment system

e et LT 5

Improve and raise awareness of health

o E3E B O HEAT BURDLZ TG S 4
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¢ Certified as an Excellent Enterprise of Health and
Productivity Management (White 500)
by our enlployee health managerﬂent being reCOgniZed

NIk

Human resource development
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Human resource development to improve abilities
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* Implemented development of global human resources
and awareness raising activities

¢ Introduced Make Lesson Examination (certified by the Ministry of Health,
Labour and Welfare) to increase the skills and motivation ofbeauty advisors
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We will promote social
contribution through cosmetic
products with the aim of being
in harmony and coexisting with

local community
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Academic support

P TINAER T
Academic support focusing on universities
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* Completed the first term of KOSE Endowed Program for Skincare and
Allergy Preventive Medicine at the Department of Dermatology of Keio
University School of Medicine. Continue the second term starting in
October (three years). Also held lecture for citizens to widely disseminate
the research results

AR=IRB R E
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Support promotion of sports
and improve health

EMAEDE AR =2 LLE§ DRI (AT —1)
Support promotion of sports focusing on highly artistic sports
(ice skate)
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* Continued support as an official partner of Japan Skating Federation
* Held KOSE Team Challenge Cup and supported make up of athletes

FEMAPEDENAR =Y Z LT DR R
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Promote and support focusing in highly artistic sports
(synchronized swimming)

o HARIR KA > 70 HARIRFA T4 2 X VAR A —,
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* Continued being an official partner and official cosmetic partner of
“Mermaid Japan,” the team that represents Japan in international
synchronized swimming competitions

ALK BESESHR

Cultural inheritance and
supporting agriculture

HARD RS REPR

Support and promote Japanese agriculture

 RERF 7OV b O MSLL . K FEIG B LS BEDOA X — Vi LPRZ 5| St & 9 J

¢ Continued sponsoring Women in Agriculture Project and various PR
activities to increase the image of agriculture
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Assistance to disaster
affected areas

[fukushima&{57 0¥ x b SR U7k 2 S S0 %
Continued support for disaster affected areas through
Fukushima Sakura Project, etc.
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* Continued participating in the Fukushima Sakura Project and
cosponsored project mapping in Shirakawa City. Planted seedlings of
cherry blossom in nursery facility in Ibaraki

* Supported recovery of areas affected by the Kumamoto earthquake
(Monetary donations, support for local stores, etc.)
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Supporting education and women

B EE Ot S %
Support provision of high quality education

77V H =T OISO HEER | DOSRE G

« Started supporting Sakura Girls Junior High School in Tanzania
(central Africa)
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We will strive to be a company
that is sincere and trusted with

J
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the mind to follow
the right path

CSR management

CSRAL i
Building CSR
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Build CSR foundations and activity system in the entire group

* IS02600012 1< Jy [ 1k o0 % B & G 1k HH o0 i ot 52 i
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* Continued to review direction and identified issues based on ISO26000

* Promoted CSR mind building in the occasion of
70th anniversary since founding

. o 28 2 T — S N o 3T He ! A oy Koy 24 « Consi icipating i N ) X
foundations and raised awareness in the company [ 3 7 T — 7NV 3 287 MO SN EEG B IR A DSD GsHl A AN FEORG F‘onsldereq participating in the UN Cl(')bal C?r.nPaCt
incorporating SDGs in indices for priority activities
T P B T AT BATE A A G R I 2720 ORI * Continued appropriate operation of Board of Directors and Audit

COYPOI‘&KC governance

Sound management and building system to maintain social trust
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and Supervisory Board Implement internal audit in and outside Japan
and appropriate disclosure
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I —=TUAYE
Stakeholder engagement
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Active disclosure and dialogue with stakeholders
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* Disclosed status of activities and issues based on ISO26000
and held stakeholder dialogue

* Released KOSE Report and disclosed CSR information to stakeholders
through opening a PR blog

o KEH My 7 HMFICL D M BRE L OXES BABEE RT3 — g RS
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* Held dialogue between top management and person in charge of
management with stock market personnel and engaged in communication
at seminars for individual investors, etc.
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Compliance
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Promote compliance activities
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* Responded to internal reporting (appropriately and quickly respond to
internal reporting from compliance consultation window)

 Continued various compliance education and enhanced awareness raising
activities

e Implemented e-learning “About KOSE Group Action Guidelines” and
“About tax risks”

i F 271

Information security

AN R R AR A1) & Bl S AL
Strengthen personal information protection system
and preventative measures
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* Responded to My Number System and implemented regular audit for
management and operation system

¢ Implemented training “About personal information protection”
and “Information security risks” for management level

IRk (BCP)

Business continuity planning

RAHEIIBT 2 H M

Measures to continue operations during emergencies

o RAHBIBU LI BORBHAMRI AT 2EEA

* Introduced system to confirm employees safety during emergencies
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atistying Customers with the Finest Quality
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KOSE Quality Policy — =—+- st
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Since its foundation, KOSE has focused its passion on producing the
best cosmetic products through total quality management from the pro-
curement of raw materials through to manufacturing. In line with the
core message of the KOSE Quality Policy, established in 2010, we are

pursuing quality in both a broad and deep sense.
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[ BEIIOH P E DB NTY |

Customer satisfaction is our priority.

| RO TR LEZEZRMELET,

KOSE offers good products with assured security and safety.

| ELWE#HzBEITL., BEITLOEELZOET,

KOSE provides accurate information to build relationships of trust with customers.

5D RHF —EADERTHLHEM N ZEFLIT -

KOSE complies with laws and regulations governing manufacturing and services.

R 2R RO mEZBRKLET .

KOSE pursues attractive products and the highest quality.

| BHIIOFZHE, KVROEmOITHHLE S,

KOSE listens to customers and uses their opinions to improve its products.

Efforts to assure quality
in new product development
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When we conduct new product development for cosmetics, we place
safety as foremost importance so they can be used with peace of mind
as cosmetics are applied directly to the skin and hair. We repetitively re-
view and confirm each step from raw materials to the packaging through
our Quality Assurance Department and Development Department
according to various quality standards, including our uniquely strict
safety standards. We promptly share the information in the data system
throughout the company so that it may be used to improve product
quality and services with the aim of enhancing customer satisfaction and

trust.

Quality assurance in the development process of new products sold by the KOSE Group
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Post-launch quality assessment
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Laws and regulations,
patents, safety, antiseptic
and antifungal properties,
usability and sensory
assessment, efficacy,
planning of outer packages,
scale-up confirmation, and
stability assessment
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Assessment and confirmation at each step are conducted repeatedly by the Quality Assurance Department and the
Development Department to make adjustments and improvements to the process of development and production

J8563r HIRE R &
SHIZEN DD F 2y
Confirmation at three-month
point after launch and later

Our Policy on Assuring Safety of Cosmetics
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The KOSE Group places product safety as its top priority and continues to promote the development
of cosmetic products (including quasi-drugs) under our policy of not conducting animal testing.

CNFETOALRE GBI DRI B L T&7%
WK% T — %G H 3 A1, AR ERE
RLMILD & FRERIC LT, M EOILHE T LR
DOREVMREZT-oCuET HEEREEZOTEH)
W EERZAT DRI EEC, 410y | SRk i 5

ZfToC0EET,

kT AR L TR EMORNTESE L6

The KOSE Group maintains a range of independent standards and relies
on the massive amounts of safety data accumulated through years of cos-
metic product development together with alternatives to animal testing
and various clinical tests on volunteer panels to ensure the safety of our
cosmetic products. We will continue to observe our policy of not con-
ducting animal testing, including testing entrusted to external parties, in

the future development of our cosmetic products.

—HOEIZBNTITE RO SN a2 &5,

*This excludes instances where we are held responsible by society to evidence the safety of a product or where it is required by administrations in

particular countries.
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(#) BEHAMZE  Customer Service Center
(F)¥%4A%v7 Beauty advisors

Responding to and exceeding customer expectations — Beauty advisors —
FESIOMFEIN L HFEBAE ~EKEAZY T~

Our beauty advisors are the cornerstone of contact with our customers
to provide the deepest sense of satisfaction in our customers. The KOSE
beauty advisors are practicing each day with the objective of responding
to and exceeding customer expectations with thoughtfulness and knowl-
edge in service of customers through training while refining skills such

as their make-up techniques.

Honest support system for customers’ demands — Customer Service Center —
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KOSE has established a tight-knit cooperative network related to qual-
ity assurance by installing a Customer Service Center in our Quality
Assurance Department in an effort to provide rapid and sincere support
to our customers. We are sincere in the services we offer as a foundation
of “attentive listening,” “empathy,” “promptness,” and “trust” for the in-
quires and feedback we receive. We endeavor to improve our adaptability
through the implementation of training and satisfaction surveys. In addi-
tion, we actively share and use product knowledge (various information
and assumed dialogue related to products and promotions) even across

other departments.

System to gather opinions from an extensive range of customers
in order to incorporate them in products and services
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The feedback we receive from customers is reported to the relevant de-
partments as a SMILE REPORT after collection in our Smile Data Sys-
tem and connects to bettering our products and services. We respond to
inquiries mainly for product characteristics and how to use them, but we
also changed information on packages that are easier to understand.

BREIFIOFEIZIY, %z
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Added information on

texture of the product to
respond to customer feedback
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Environment [ 385 ] » www.kose.co.jp/company/ja/csr/theme2/

rotect the Global Environment
by Saving Resources and Energy
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management with an environmental working group under the supervi-
sion of the CSR Promotion Committee at the core.

Basic Environmental Policy %475t

O EMZHRMRPREREICKEL . AER, VA7V, AT RV F—,
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With consideration given to protecting biodiversity” and the environment, we are dedicated to saving re-
sources and energy, promoting recycling and reducing waste.

O FICRBE AR OO BLOEm ORI ICEDE T,

We consistently promote the use of raw materials with less environmental impact and the research and
development of products also with less environmental impact.

O BN EOEAR B A2 EY L BRERAEICH T A GBS L £ 9,

We comply with environmental laws and regulations and actively participate in social activities to pro-
tect the environment.

O BEERENH ZHE T L70 OHMMRZ M L . MRBH 2058 2 B L3

We establish and improve organizations to promote and implement environmental conservation activ-
ities on a continuing basis.

O REMREICHTAIHE. ABREF @ L T BORBICH T AEHEROM L2 XY 9,

We seek to raise the awareness of employees regarding the environment through education, publicity
and other programs on environmental conservation.

*IA——DEYEHUANDEZ ) a——3, EWEREP LS5 SNLEAZEEL , A HH T2 REREL B EDLbDELT,
HERBSER A MATOE S

*KOSE’s approach to biodiversity conservation: KOSE esteems the many benefits of biodiversity and regards environmental issues
facing the world today as our own issues.
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For the Reduction of the Environmental Burden

We are aware of the impact all of our business activities from production
to sales and logistics have on the environment and actively work to re-
duce this environmental burden. We strive to understand three indexes
throughout our entire Group both in Japan and overseas - COz2 emis-
sions, water usage, and waste. Detailed data is published on our website.

Efforts to Reduce CO:2 in Production Departments
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From Gunma Factory, I operate an eco-friendly
cogeneration system using natural gas

We acquired the ISO14001 certification at all of our factories based on
our concern about our environment impact. We are advancing energy
savings in all maintenance and production departments through mea-
sures such as the implementation of co-generation systems, sprinklers on
the ceilings of factory wings, heat resistant roofing, and blackout cur-

tains on windows.
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Developing Products Taking

into Account the Environmental Impact
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KOSE conduct products development and revisions with consideration
toward the environmental impact by contents in our cosmetics and pack-
aging materials. We are working to reduce negative environmental impact
from various angles, such as reducing the amount of resin used in the
packaging and making them refillable, and stopping the use of micro-
plastic beads, which its negative impact to ocean environment are pointed
out, in contents and have switched to using plant derived materials.
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SUpp/y Chain [ NIERHE¥EMEIT ] » www.kose.co.jp/company/ja/csr/theme3/

ractice of the CSR Supply Chain Management
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Valuing Cooperation with Partners

MBI fekk & DB 1R &2 E AR

I—t— A IVMD Rk O BfRE T L 72 3,
A oREZHIELTET Lz, BESFIZR -
REDPOEME RN — A2 R e LTI,
B ERREEDICREZ R T B720, T_XTORGIE
B HEREEMR T LB, HNHOS T4
Fr— R TCSROFEEIIEHEDOTHET,

KOSE has aimed for co-existence and co-prosperity management that
focuses on a relationship with partners since its founding. We value co-
operative relationship and promote CSR in the entire supply chain with
all of our partners to provide safe, reliable, and high-quality products
and services to our customers and continue growing with our partners in
and outside Japan.

Sustainable Procurement and Logistic Structure
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We are also furthering social and environmentally friendly CSR procure-
ment for our raw materials based on the basic procurement policy. We
are striving to exchange detailed information and reach mutual under-
standing with our suppliers while monitoring environmental measures
and respecting human rights through questionnaires. In addition to con-
ducting joint delivery with other companies in the same industry for our
logistic operations, we have simultaneously realized the reduction of our
environmental impact by improving and rationalizing the quality of our
logistics operations by outsourcing the operations from 2011.

“Co-existence and Co-prosperity” with Retailers
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The KOSE since its foundation has maintained a system of close coop-
eration with retailers designed not only to provide them with products
but also to support their sales efforts, for example, by sending KOSE’s
beauty advisors out to stores and making proposals about in-store display
fixtures. We also provide numerous seminars designed for retail shops
and their staff to acquire skills for “counseling sales” in stores.

LA DR 2 P

77 Y FOR; R SIS
Awarding suppliers with high contribution High-quality and efficient logistics services  Introductory training on brand characteristics
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ogether with Our Employees
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Promotion of education and awareness about human rights and diversity
management
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We have stipulated to maintain healthy working environment and respect for
human rights without ever taking actions that may lead to discrimination in
the KOSE Group Action Guidelines. We have also held training for manage-
ment level to respect human rights with an understanding about nationality,
race, religion, educational background, age, and sexual diversity (which
include sexual orientation and gender identity). Furthermore, the Action
Guidelines has been partially revised in effort to raise awareness and under-
standing about changing socially accepted notion of diversity and human
rights in the work place to create a healthy working environment that respect
diversity.

Consideration for working environment and work-life balance
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2017
= R BRI
—~\ Health and productivity

~ RI4 500

20174F B [ fEHERE B8 L AR 74 1500 12785
Certified as "Company with Excellent Health
Management (White 500)" in fiscal 2017

We are building a working environment where employees can enjoy a balance
between their professional and private lives and work in comfort. As part of this
environment, we actively promote the shift of fixed-term contract employees to
regular employment, without limiting by job type, region, or gender. Current
ratio of beauty advisors that are regular employees is over 90%.

In addition, in consideration of health and work-life balance of the employ-
ees, working hours are recorded and reduction targets are set to optimize
their working hours. Guidance by industrial doctors is also offered based on
the results of regular health checkups and employee’s working status. Fur-
thermore, we support balancing work and family life so that employees can
work in a style that can cope with their life events. Systems to enable em-
ployees that needs to care or nurse their children or family while continuing
to work are also implemented to allow childcare leave and shortened working

time.
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Toward a work place that respect diversity ~ Worksite visit by employees’ children at the Research Laboratory

Creation of an environment where people both
with and without disabilities work together
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Designed for ease of use even from a wheelchair
(ADVANCE special subsidiary)

ADVANCE CO., LTD. is a subsidiary of KOSE incorporated for the pur-
pose of manufacturing cosmetics. In 1992, ADVANCE was authorized
as the first special subsidiary to promote the employment of people with
disabilities in the cosmetics industry and the 25th such company across all
industries. Today, this company primarily engages in operations related to
loading, packaging, and finishing processes of our cosmetics. The buildings
and equipment are designed to be safe for people with disabilities. One-third
of all the employees are made up of people with disabilities.

Personnel development and creating innovation
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Skill improvement program for beauty advisors
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KOSE values willingness of self-development and offers various training sys-
tems, subsidies for correspondence courses, and educational endowment system.
Cross-departmental “personnel development training,” which is provided to new-
ly hired employees, employees in their third year with the company, and employ-
ees who have reached the age of 30, and on-the-job-training that meet the needs
of each department are held to drive personnel development. We also regularly
hold project style training which discusses how we can offer new value through
cosmetic products and its planning as part of leader development program.

In addition, we have been holding a contest once every two years on new product
idea to utilize employees” diverse ideas in business since 2008. In fiscal 2016, the
scope was expanded to include overseas and 2,000 entries were judged and ex-
cellent ideas were awarded. We also began in-house application system to gather
ideas for innovation from the employees and advance our efforts from fiscal 2017.

7 u—N)VEMBa ¥ 7 A b
www.kose.co.jp/company/ja/emb/

Beauty advisors are responsible for adding further value to cosmetics through
attentive service, which requires hospitality and also specialized knowledge
and skills. As such, we offer various programs to improve their skills. In fis-
cal 2015, we introduced the Make-up Lesson Examination approved by the
Ministry of Health, Labour and Welfare to contribute to the skills of beauty
advisors and raise awareness. A national contest to compete comprehensively
in make-up and service skills held since 1975 has been expanded to include
overseas as The Global EMB Contest from fiscal 2011. In fiscal 2016, 17 of
our staff members from Japan and abroad made it to the final round of the
contest.

it & GGt 74 77 3> T AR
New Product Idea Contest including overseas
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Award ceremony of Global EMB Contest and 17 beauty advisors finalists of this Contest
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ogether with the Community
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<Contributing to the society through beauty and cosmetics> Donating cherry
blossoms from Fukushima to children - Continuing support for disaster affected areas-
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“ contact Customer Service Center

fukushima piEfl  Details
{b7uvy=zk www.kose.co.jp/company/ja/csr/theme5/

P BRIWE&DHE  Inquiries

www.kose.co.jp/jp/ja/inquiry/

MWEEETNO TV 22 v ar vy 74 xRy M2t WA O R e TS ( 5 OHARZ Hi
Sponsored projection mapping event
in Shirakawa City, Fukushima

For inquiries about request for planting trees,

Cherry blossom flowered heal the hearts of people with their captivating
beauty. We have participated in the Fukushima Sakura Project to continu-
ally provide aid to Fukushima and Tohoku by delivering Haruka cherries,
which is a new species of cherry symbolic to the reconstruction, to each
region throughout Japan. We introduced a campaign in an effort to support
the cultivation of Haruka cherry trees since 2013. We donated seedlings to
a kindergarten in Aizu Wakamatsu City, Fukushima in 2015, elementary
school in Urayasu City, Chiba in 2016, and three childcare facilities in
Bando City, Ibaraki, hometown of our founder, in February 2017. We hope
these cherry blossoms will grow with the children along with their hopes and
dream and will continue to donate seedlings to childcare facilities and ele-
mentary schools.

Planting cherry blossom seedlings at childcare
facility in Bando City

Encouraging women engaged in agriculture to be beautiful and healthy
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*http://prblog-kose.com/

“Women in Agriculture Project,” is a collaboration project between govern-
ment and the private sector that is promoted by the Ministry of Agriculture,
Forestry and Fisheries that aims to improve the image of Japanese agriculture
through accomplishing new achievements and disseminating the active role
of women engaged in agriculture. We have been participating in the project
since the inauguration in 2013 and holding seminars by makeup artists tai-
lored to women engaging in agriculture in Japan with lessons about skincare
and make up while disseminating them to the public through various news
media and PR blogs.

Efforts for skincare and allergy prevention through industry-academic

collaboration
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We established “KOSE Endowed Program for Skin Care and Allergy Preven-
tion” at Keio University School of Medicine in fall of 2013. This program
focuses on preventing not only atopic dermatitis but also other related aller-
gic diseases by skincare, which improve skin barrier function, from infancy.
In March 2017, after the first phase of the three-year program, we have held
a free public lecture titled “Convincing! Let’s prevent allergies by skincare
with your family starting today” at Otemachi, Tokyo, to explain latest infor-
mation and importance of skincare found in the endowed program in easy to
understand way. The program will continue its research to improve quality
of life of the increasing number of people who suffer from allergies in this
modern society.

Contribution to the development of cosmetology
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www.cosmetology.or.jp/

The Cosmetology Research Foundation was established in 1990 by Kozabu-
ro Kobayashi, the founder of KOSE, for the purpose of developing cosmetol-
ogy. The Foundation provides subsidies to researchers and research institutes
producing outstanding results. In fiscal 2016, subsidies were offered to 32
research projects, two international exchanges, and two academic organiza-

tions.

» The Cosmetology Research Foundation
www.cosmetology.or.jp/en/index.html

Beauty school developing future specialists
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> I—b—EAHEMFK  www.hairmake.acjp/

With the importance of developing beauty specialists, the founder of KOSE
established the KOSE Koto Biyo Gakko (Beauty Technical College) in 1968
and served as its first principal. The college has been nurturing student for
almost half a century since then. In 2016, the name was changed to KOSE
Beauty Academy. In line with our philosophy, which emphasizes human
resources development, we have newly established Hair Designer Course
and Beauty Designer Course in our effort to develop specialists that pursue
beauty.

» KOSE Beauty Academy www.hairmake.ac.jp/

AFPTTICE BT VR =T OAH#BELHME  MEEEEAIAA Y -PERIIEE £ - HEX
Lecture on Skin Care and Allergy Prevention ~ Award ceremony of Cosmetology Research Foundation
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KOSE Beauty Academy
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SR Management
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The core of the management policy of the KOSE Group is a continuous
commitment to improving the Group’s value. Based on this policy, we focus
our efforts on expanding the scale of our business and pursuing efficiencies.
Therefore, it is essential that our corporate governance functions properly. In
this context, as one of the most important issues in the management of our
business, we are developing and improving systems and mechanisms to ensure
sound management and thereby maintain public trust.
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RANFRHE A B BRI Personnel Committee is composed chiefly of External Directors / Audit & Supervisory Board Members.

KOSE Group Action Guidelines and code of conduct a—+—yn—7assssts s i
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We have set Code of Conduct and Behavioral Charter
in the KOSE Group Action Guidelines. It states these
to enable us to become a company trusted by the soci-
ety through actions based on honest and trustworthy
decisions and the respect of the human rights. The
guideline is shared in the intranet and also distributed
worldwide as a booklet in multiple languages to raise
awareness. In 2016, over 3,000 employees in Japan

and overseas learned about the guideline by e-learning.

CSR promotion structure SR ik i i il
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KOSE CSR promotion organization

Management Meeting

CSRERZ CSRHEMET H 4

CSR Committee CSR Promotion Committee

KOSE has furthered ecological efforts that include zero emissions to substan-
tially decrease waste in production facilities and non-production departments
through the organization of the Global Environment Committee in 1997. In
2013, we formulated the group wide CSR Committee chaired by our Presi-
dent as well as the CSR Promotion Committee that manages actual imple-
mentation. With Behavioral Charter “Mind to Follow the Right Path” and
Corporate Message “Wisdom and Beauty for People and the Earth” as the
basic policy, we select priority issues based on ISO26000 and other guidelines
and external evaluation of ESG with goals for initiatives considering SDGs
and other social demands. Then priority initiatives are decided and imple-
mented. We are also participating in UN Global Compact since July 2017.
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Contributing to SDGs  Participation in UN Implemented new ESG

Global Compact index selected by GPIF
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CSR Marketing Working Group Environmental Working Group
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CSR Product Working Group Social Contribution Working Group
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Information security
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Furthermore, we have established Risk Management and Compliance Com-
mittee to raise awareness and respond to issues. We regularly hold lectures
for management level employees and carry out risk assessment reviews,
regular compliance training through e-learning for employees in Japan and
overseas, place compliance awareness month posters, provide beauty advisors
shot comics in materials periodically published for education.

[a2 747 Y RAERAM] DR —
Compliance awareness month poster

HHLF ) 74

With the increased adoption of information technology, it has become increasingly
important to protect personal information. Recognizing that the protection of
personal information is an important risk management issue, we updated the Man-
agement Regulations for Personal Information Protection, which were developed
in 2005, to take account of current conditions. More specifically, we have strength-
ened the management system by creating a new position of Personal Information
Manager, prepared a personal data register, revised the management manual and the
reporting route for reporting security breaches concerning personal information,
and placed emphasis on ensuring the implementation of the revised regulations. We
are making sure that all employees are fully informed of and will implement appro-
priate management of personal information.
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Corporate Information (Consolidated, As of March 31, 2017)

Company Name KOSE Corporation

Founding 1946

Established 1948

Representative Kazutoshi Kobayashi, President & CEO

Capital 4,848 million yen

Employees 7,410(excluding temporary and part-time employees)

Stock market listing Tokyo Stock Exchange, First Section
[ Stock Code: 4922 ]
Fiscal year-end March 31

Headquarters 3-6-2 Nihonbashi, Chuo-ku, Tokyo 103-8251, Japan
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Principal Group Companies
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KOSE COSMETICS CO., LTD. (CHINA)

LBk A LA ()
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KOSE COSMETICS SALES (CHINA) CO., LTD.

r LB 8 15 (h ) A R ]

a—t Tk

KOSE (HONG KONG) CO., LTD.

T A A IR
d—k—Y U AR

KOSE SINGAPORE PTE.LTD.
I— ki

KOSE KOREA CO., LTD.
a—t—HE

TAIWAN KOSE CO., LTD.
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KOSE (THAILAND) CO., LTD.

==L —=T7

KOSE (MALAYSIA) SDN. BHD.
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KOSE Corporation
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KOSE SALES CO., LTD.
a—t—a2X=x v A (Fk)

KOSE COSMENIENCE CO., LTD.

T—t—T 2 AK— b (Fk)
KOSE COSMEPORT CORP.

(k) 7V =
CRIE CO,,LTD.

(BR) K25 =740V TARXTAH A
Dr. PHIL COSMETICS INC.

I—t—aZAXE T (k)
KOSE COSMEPIA CO., LTD.

(B axx TR
COSME LABO CO., LTD.

I—t—A YT A=A (k)
KOSE INDUSTRIES CO., LTD.

(k) 7 RN 2
ADVANCE CO., LTD.

a—t— R -2 ()

T A A /Americas

aI—t—=T A%
KOSE AMERICA, INC.

I—t—75I)
KOSE BRASIL COMERCIO
DE COSMETICOS LTDA.

b
Tarte, Inc.

KOSE INSURANCE SERVICE CO., LTD.

(k) 7veF>
ALBION CO., LTD.

EibE 3 b Ay L= KLWHE AN, HiER~,
PN P LB MAL . 1 ‘i 2 ‘;’
BE DR L E L% Al 5o : 5L
= . B sl
fimii L& 2I2HES o Tarl=3
Corporate Corporate Message Wisdom and Beauty for People and the Earth

Philosophy

Statement of Purpose

Create a culture and values embodying a distinctive beauty

through a sophisticated fusion of sensuousness and intelligence.

Behavioral Charter

Mind to Follow the Right Path

W HsNA T4 bGERE, 20174:3H1])  Financial Highlights(Consolidated, As of March 31, 2017)
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KOSE PROVISION CO., LTD.
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KOSE Corporation India Pvt. Ltd.
I—t—AYFAYT
PT.INDONESIA KOSE

I—t— INEKY TRARXTAZAE)
KOSE MILBON COSMETICS CO.,LTD. COSMEDIC CO., LTD.

(KR 7279 %
TECHNOLABO CO., LTD.
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www.kose.co.jp/company/
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Editorial Policy

KOSE REPORT brings together corporate profile and summary of CSR
Report KOSE Group and issued once a year for wide range of stakeholders. In
fiscal 2017, the report focuses on non-financial information with our company
policy, latest status, and reviewing our activities from ISO26000 and SDGs
perspective in Japanese and English. Detailed and latest information and
specialized information such as environmental accounting are available on the
corporate web site.

[Covered period of CSR information]

Fiscal 2016 (April 1, 2016 to March 31, 2017)
*A portion of information included is outside of this target period.

[Covered organization]

The activities included are for KOSE and the KOSE Group.

[Structure of communication tools]

In addition to this report, we publish an ANNUAL REPORT that mainly
brings together financial information for the most recent fiscal year (Japanese
and English versions). Detailed and latest information are available on the
KOSE corporate website in Japanese, English, and Chinese.
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