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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.
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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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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).
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1991 KOSE
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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.
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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.
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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
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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
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Sales of DECORTE began in

North America.

1975
[777=FRCY*v I,
BUE[ 749 M2 &350
A NI =y a)”
L) A FI) — 2L 72,
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.

IGH-PRESTIG

Brands

The Highest
Levels of Quality
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Brands

For Daily Life
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Cosmetaries Business

Individual 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.
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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 ikes
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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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edium-term Management Plan
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TIURERY [ 70— VT RETE ] 0350
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P! %:Fil: )’ﬂ_r’b E _%Li Consolidated net sales
HAL:fEM Hundred million yen

FHOYH

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.

2667

2433

Phase IT : 70— V75780 ) Phaselll A= b5 el

2010 2011 2012 2013
20114F 20124F 20134F 20144
31 3AM 3AM 3AH

~Phase I V¢ m{EH
~ Phase I: V-Shaped Turnaround

=gy E S N NG RNEE I S )
DY AT ROMAEIEETE LD R ILR
SR [BODOYH I A ef D 20144F LI
25 I 15 D TR O 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.

2014 2015 2016 2019
20154F 20164F 20174 20204
3H 3AM 3H 3HH

2015 ~ 2017

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

20D AW TN $ 277 Y O T L [HEE & HEORE
BE 27874 —< Y AME ] 24808, 70— OV B Rk i 1)
VF7eR=F VAL FERIEZ D TOE T IRHAEE D 20174E 05
1%, HidPhasellz iz . VISION20200 [ 1 FECTHETRIE DB 5 4
FEAOHEAL ] 25 IS 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.

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

Phase T &AM (HFIEHT275FOEK)

DECORTE

sy o

SEKKISEI MYV

b N T— VTS RDE I > i B B IR O A — AL
Promote Flagship Global Brands. .W,@:gw b Accelerate the pace of developing new markets.
@ A N
= an L o Vll CLEAR o B~ — 2B O
= HJL*% > UR Promote e-commerce

SEKKISEI ey \ ) 3
o VVRVAEDE PSR INI oI HEADS A

Enter salon business by establishing

merger company with Milbon Co., Ltd.

B H T 277 FOHE MK
Promote brands to win recognition and
respect around the world.

€ Worlq
) TVT - TRV OME

R TR AR L OIK

We do not restrict our activities

Za—sv
2N

7 1 One Mind
Building and \
Strengthening -
Global Brands

@ W RE DMLY 7287+ — = Y A ) L

Sustainable improvement in performance.
WRERNFAN—=~DET]
Vg — e S PNV EAT RN
V-Shaped / Expand profitability of core brands.

/ Concentrate on growth drivers.
Turnaround e - EEkRoRf
Build a more powerful

operating framework.
e

to any particular country,
distribution channel or point of view.

> NM D87 =< A
Improve the performance of
human resources.

> liAIE T B S 0B LT O s M —EAD %

Develop products and services that can create new markets and

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

o TIFZEHT HER 1S X DA FERME D AL Ik [RUEY TV

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

o R EEEOWFFE ML [ A ST 78 % | 28Tk

Newly establish research organization Value Creation Research Center
directly under management

o PESENEHE LB SRR O I IR
Consider application of leading technology
through Industry-academic-government
collaboration

o B~ OHEL
Advance to high-profit structure

o TEIG LA~ —THkL 7z,

I3 7 27 00— U A E AR 0 4

Implement optimal global man-

ufacturing system with Gunma

Factory as a mother factory

o filifii Al H 7125 20
Promote value creation program
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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

HARDOR %, Zu—SVv 7 SUFIZHE K

ML, Fu—VEREHEE ST A IAXT IV T ]
(BRI INAF 27— [T T47var [ 7)) 75—
DE5DODT TR [E 7O —INVTTUR] AL DU
TVET, HEOBRSEORLWERIRICL>TEX I
FHONTEINLOT I %, PGB T 570K
LT 5720, ERWICHEREEDTHET, INHDTT
YROBE ST RBIE L R R 2 R O BRSFIZ
fR2 5720, EPN-HEVC, 7a— VLT o4, 7o
E—arEliEEiToTwEd,
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DECORTE

North Amerlca §<
Atk 2 DECORTE #5856, b= —

TSURT NG F—DHr 4 b RKH m/H.wnr TV TARYM

Sales of DECORTE in North American Market

Brand advisor Kate Moss visiting the opening event in Toronto store
el 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 ZNREMY VORG R EK A% £

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

Taiwan

BB TOTIVRRRZLIEHEOMT Scene from brand release event and store in Taiwan

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

FEDNEI T [HANo. lﬁlﬁ(/—b?‘Z?)JtL’CEFﬁ

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

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

PAF 196047 DT L . HARET V7% Hul
IR MHZT>TEEL2AY, Rl TIEZ O flio Hg;
BRI L & e ST, @mﬁﬁ%‘ﬁm% 2%
RO ZHIEDBRSFITEbE K 77 RN
BELTWET,

2012412134 7)) 7 OALKE S B P E NHCa A X772
VT AL AT S B I KL T E . 201441
WKk E 2 VML (Tarte, Inc.) OFRRZHUS . 6K
ERALLE L 720 VMG R IR SR F A L7z
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L7z =774 7 TREEEL T ET, 20154121
AYNIZFEDAF 7T 75V R THEAINT A7,
F7220174E121, SLITAANTH TR OB LTS
DWVICATA—T VI VB AL TWET,

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

LD
= |

v
North America

Brazil
A

STEPHEN

KNOLL

N E W Y O R K

#ELIOP N E IS ZFERLTWE T, We have included the major countries and regions handling our products.
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started operation in 2017
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Philosophy

Research and Development %z B &

MifEH 2T~

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

fEHESm OV RETEZ AT 53 2 Y M A

SFSF A SIS L TR S 2TE Wk T& 5 ] fiE
P tE-TL BRI TO R 7ED R ED T
WET, EMRLIRIL 72l 2 PSHUTL~FEEL, &1k
DOIRPFOV 1y MIAEHL I FE Rl T CE 3, £722013
ARIZBH R L7 B HE FE B R R A O A7 M R JE T, T
=M R EDTUNVF=MBIBEAF 7 TIZLD
FBi$ 57 =IO A Fiz MR E S TeET,

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

R THEAERDD LB E~E T BEE T

TR — NV i T TR DT AR AN C BFSE
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iR BEfRLES .

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 %

¥V DBRPHEY) S —12Do0 T, P33~ TR T &0,

In Pursuit and PrOteCtion Of Quality %k Please refer to P33 and onwards for our pursuit

mn E DB R | e E O HEFE
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Japanese quality to the world
Japan Quality# it #tic

“Made in Japan" O#HICE i E bR b~ 07—
PV Y EINA O = — RN 57280 1 4
DEFERDREIEIL COFE T ZD720 20174 S
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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

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

(£ F)VFACTWITERT 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 gL 81 3& BI C SR D i 3

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

A=t —,HDLITRTOADIZDIZ, ZLTKRY % For Everyone Involved with KOSE. And for
HyERERRE D721, the vital global environment. We, at the KOSE
Htb e — I —T1d AN COLE % B Group, SECE activities to realize e s-u?tam—
able society through the corporate activities of

WBEBLT, $AT AT TN LA R OKBU N 715 ) all executives and employees. Our corporate
FEBELTOET Ay =YD [ELVHIE A, message, “Wisdom and Beauty for People and

IR~ [1E, EORIEMRFEL LT, Iz AL TYL the Earch” is also a slogan for CSR activity.
FDAT—H Y CThd ) S 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 OITE RS O TR TH B [TE) T IS of the Group’s code of conduct. We endeavor
BWT, AN THS [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
DB NADAEETES 5 2T, R R D SRS, respect of the human rights of each person in-
THFEN DAL LD L) NIRRT EELTVE T, volved.

KOSE’s CSR philosophy CSR Activity Targets and SDGs

Contents - cire  coREmiiELShoe

21

Special issue |

Special issue Il

Consumer issues

The Environment

Fair operating practices

Human rights/
Labor practices

Community involvement
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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

ELOVBPTFAEDIZ. WERA-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.

WEY TN OWIHEDFEALD7=29DIT, Hik%E
WA LAt 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.

(7e) L7z =
CH) B 2EFBED T2 T" wworld due to the raise in sea temperature in the

(Left) Bleached coral

20164F 5 K IO LA OSEH TH > TDILIK
D% B FALBLR AT IS M CHAE L 727 20
[ SAVE the BLUE]7 0¥ =2 MI XD 2 fHF T
F7AGEY > T&, PUER ISR A S LS TEE
L7z KIEDERNEZHTHTON 720, IR
FEWHESTEZDOTIE 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
SIHB NV

BfF MUK T3 % National Parks Board
ANDEERT > TOE T, 201445 1Y
FLOWENT XD | v A A BRI R A
DT =0 vay T EToTHE T, iR
AR B HEE AL AL
WENGRLEEERELE L.

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 RHEL Y I ADEID 120
WZF A BHF DS L7z [ 2 A it A B R
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WE 9L 20164E X Ay MEICTH Y TD
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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

<L—=7

NGO#il#%Reef Check MalaysiaZz3Z#z L

R L=V 7RERFEICFES» RTiomanks
7L, BFEFRT Y IO BIO BB
ERATEB 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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» www.kose.co.jp/company/ja/cst/special2-2016/

arious Efforts to Promote Sports
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Be Active, and Fight 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¥z4:27
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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.

-

BEOEXAIC, Y TIITE WIS AL 7D FEH] (1)SYNCHRO JAPAN OPEN 2016

EARMEL WFRF A EL 7, 7 89 KOSE

SPOKANE WA - USA

(2) A4 7 R DT
Make-up training

©U.S Figure Skating

L = l’ul—."
CHALLENGE

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

2427y 7 V=24 Make up room

| Ladies professional golf, etc. ##7n=r7
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B3EHTS

TA—=F TN
Sponsoring a 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—YC 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

CSREHHBERED 2 £ A
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Identifying social issues

1SO26000% VT a—t—7° T =~ 26 H.
Y Ml N ESFEDOTE NI L HAERBE LT 20 7 %205
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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

CSRiGBEHEE DB 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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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

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) 7 —~ Priority activity themes

T = EDRTE
QO Quality assurance

| w SRR OB E R

COHlligk AFXUTTIEED S EREE

Reduce environmental impact of raw materials

CO:reduction FLILE—FB Quality assurance B s R N N
Bt Prevention of BRIBEEHER - %ﬁ%ﬁu?}& (“t’ HEsv>a /) wk
allfgiey ~ Reduce Reduce wastes (zero emissions) etc.
from skincare environmental impact
KBTI " RN
Efficient use of water Rgiiﬁiiﬁes ® SAVE the BLUE YuaJv=x2 b
, o T SRR IR AT
]JL\/' Mﬁ SAVE the BLUE project
Protecting marine resources such as coral reefs
AT (UERETR  SAVE the BLUE & ma Hees su
, upport for porphyria P4=>2 AN o .
patients SAVE the BLUE project AR =Y PRI X B e

Improvement of health through promoting sports

AF T TIZE BT LIVF =T

Prevention of allergies from skincare

F74Y) VHEEHE OQOL I
Improvement of QOL of porphyria patients

ALRE & 38 U 72 VG i 5%
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Importance for KOSE and size of impact on the society

5T AR R R

Support active role of women through cosmetic products

Support education of female junior high school students in Tanzania

28



— N
N —NIN

Stakeholder

Important issue

(CSR Activity Targets List
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SDGs
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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
Security, Safety,
and Quality.

BEIFH MO
FIFZE- 7% ity BH 56
R&D from

customer perspective

rh T H A Sustainable
Mid-term target Development FY 2016 results
Goals
)V —T L AR VB PRREAR T O 5 AR i
;nhanceﬂ;jflityu:fji;mc?\sfsjteniﬁ]iitthe entire Group o MERAFTEROERK L SO R %= F it « Consolidated quality assurance information and further effective use
* Promoted development of safety assurance systems to cover
G T LRGeS AR ST R D AL, o BHETEENL — MMM L 3k 2V Y R I T T B 7D 05 A S A ) 0 M i i new Tlstrlcll)unun ch;nnzls, overseas, and e);pz;ndmfg busmiss areas.
. . e , N - ; - ¢ Developed system that does not use animals for safety evaluation
W ST S YTy :
Enhance safety assurance system in the entire Group o B Z R\ A VR SE B AR D BE A <0 BE T, 32127 & TG BhlE A operations and promoted activities in Japan Cosmetic Industry Association
or special academic conferences
7 [ R 22 el BRGS0 N e et el " e * Contributed in preventative medicine, etc. through releasing research
?’;?%ﬁj %Il‘g;ﬁfi)% WL B , P LRI LB FEBR D B FKIZE D TP B SFA~DH R results at academic conferences and research papers
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We will strengthen relationship with fields of cosmetic
medicine, preventative medicine, and health promotion and

promotion of QOL

i
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* 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, BESIOMFEBR2 T L L it 92
We will offer high level of satisfaction through exceeding
expectations by cosmetic products
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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
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Promote development of products and packaging that improve usability
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¢ Continued pursuit of products and packaging that are easy to use for everyone

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

ALhEZ U7z, B0 dH 2T DQOLI I
Improving QOL for people with disabilities through cosmetics

e ROARHMZA ST OQOLIA_FIZINF T, HARY 7 A 2 S~ O E% PG

e Started sponsoring Caremake Association with an aim to increase the

QOL for optically challenged people

BEIFED
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Communication
with customers
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Improve capability to respond to customer expectations and requests
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* Made use of Customer Response Knowledge shared across related
companies using a common system at various contact points

BESEDOFERILED, EpTEEBIC
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Create system to collect and make use of customer feedback
from variety of channels
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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
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Energy and resource

conservation in the
entire value chain
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Understand and reduce greenhouse gas emissions
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* 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
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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 2RI

Preserving biodiversity
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Continue and expand SAVE t