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Sensuousness and Intelligence —
Since our founding in 1946, KOSE has focused on creating cosmetics to answer the needs of our customers, based on advanced technologies from our research facilities.

This spirit continues to live on in our corporate decision standards, driving KOSE to greater accomplishments.



President’s Message

“Unveiling the New KOSE”
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Kozaburo Kobayashi founded KOSE in 1946, pouring his
limitless passion into making cosmetics to provide people
with dreams and hope. Even in the post-war period of
struggle and shortages, Mr. Kobayashi was committed to
making quality products that truly exceeded the expecta-
tions of each customer. The spirit of our founder's ideals is
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
marketing system that perfectly matches brands and sales
channels. This spirit is what gives KOSE strength and drive
to do more.

In April 2011, KOSE launched new policies over the next
three-years targeting three major initiatives: Concentrate on
growth drivers in new businesses and overseas expansion;
reinforce core brands in our Selective Brand and Consumer
Brand businesses; and, build a more powerful operating
framework in cost competitiveness and asset performance.
We believe successful execution on these three initiatives
will lead to a dramatic change in our business.

A

Kazutoshi Kobayashi, President
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We ask our stakeholders for their continued support
and cooperation as we move forward, driven by our pas-
sion to create the world's best-loved cosmetics.
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High-Prestige Brands
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Our top-of-the-line brands are developed from KOSE's leading-edge technology and re-
search, and sold mainly through specialty cosmetic stores and department stores. Our
specially trained beauty advisers provide customers with the most suitable products ac-
cording to their individual skin profiles and lifestyle needs.
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Products in this category have high added-value, but are sold through a broader range of

sales channels: Prédia through specialty cosmetics stores, and /VFIN/TY through GMSs and
drugstores, not to mention the SEKK/SE/ brand, now synonymous with KOSE.
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Cosmetaries Brands
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Cosmetaries represent a product group of shampoos, conditioners and other toiletries that
KOSE has developed under the same philosophy as our cosmetics (cosmetics + toiletries =
cosmetaries). We offer excellent quality at reasonable prices through GMSs, convenience
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2011
COSME DECORTE Face Powder

Pursuz'ng

imeless
Elegance and Beauty

2011
COSME DECORTE Vice & Virtue
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your skin.
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COSME DECORTE Story
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COSME DECORTE MOISTURE LIPOSOME
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The high-prestige COSME DECORTE brand, born in 1970,
was a labor of love for KOSE's founder Kozaburo Kobayashi,
who wanted to provide women seeking refined beauty
with the highest quality cosmetics and first-rate service.

The brand launched a 30,000 yen cream at a time when
the typical first-year college graduate's monthly pay was
only 40,000 yen. The quality of the product and KOSE ser-
vice created a strong following among Japan's women.

In 1990, KOSE introduced a high-prestige anti-aging
brand extension called AQ*. MOISTURE LIPOSOME, the
first cosmetic to incorporate multi-layer liposomes, was

unveiled in 1992. And in 2007, KOSE extended the brand
once again as a result of continued advancements
in technology. This time, it was WHITELOGIST SPOTS
CONCENTRATION, a kojic acid-based whitening essence.
Each and every new product built on KOSE's reputation for
the ultimate in quality. In particular, MOISTURE LIPOSOME
became the product most associated with the COSME
DECORTE brand, with many devoted consumers both in
Japan and in overseas markets.

The COSME DECORTE brand stands not only for quality
and service, it represents the type of elegance and beauty
that women want in their lives. When the brand was
first introduced, Grace Kelly, a symbol of elegance at the
time, was brought in as a model, immediately associating
COSME DECORTE and the theme of universal elegance.

In 2010, KOSE celebrated the 40th anniversary of the
brand, and a new era for future COSME DECORTE growth.
Looking to establish a stronger image for the brand, KOSE
invited world-famous designer Marcel Wanders to be the
COSME DECORTE art director. KOSE once again extended
the brand, unveiling the AQ MW* skin care line, adding
a new artistic element to the universal elegance theme.
In 2011, KOSE launched a new fragrance line, COSME
DECORTE Vice & Virtue. We brought in world-renowned
perfumer Olivier Polge to work with Mr. Wanders on
launching the new product.

COSME DECORTE will continue to evolve with today's
women, pursuing timeless elegance and beauty that far
exceeds the status quo.
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Brightening Brand

SEKKISEI Story
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SEKKISEI blends extracts from a variety of
Japanese and Chinese plants known for their
benefits since ancient times.
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Since its introduction in 1985, SEKK/SE/ continues to build
a devoted following. It was a company-wide effort and
obsession with universal value that created this global
skin-brightening brand. Today, SEKKISE/ is synonymous
with the KOSE name.

Ina corporate meeting, then-president Reijiro Kobayashi
said, “There are three things that Japanese women will
always want: prevent gray hair, prevent wrinkles, and
maintain skin luminosity. These are the universal themes
of cosmetics development. Our mission is to sell cosmet-
ics that offer this universal value to everyone.” This is the
precise moment that we started to develop SEKKISE/.

This concept of offering universal value led to a focus
on “continued use” and the idea of incorporating Chinese
herbal medicine, which heals the body from the inside
out. KOSE would create a cosmetic lotion that consumers
could—and would—use frequently. Soon, we had come
up with a convenient package design, a gorgeous azure
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We launched the “SAVE the BLUE'/’ project in 2009 out of our desire to help protect the en-
vironment through SEKKISEI. KOSE donates a portion of SEKKISE/ sales to coral cultivation
activities, linking the deep azure blue of our bottles to the stunning beauty of the ocean
and the importance of handing down this natural resource to future generations.
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blue for the bottle, and the rest of the important product
specs. We had even determined the date that SEKKISE/
would hit the market. But there were also several unex-
pected obstacles. KOSE intended to release the new
skin-brightening product under the name HAKKISE/ (a
name incorporating the Chinese character for “white").
Unfortunately, the pharmaceutical laws at the time pro-
hibited the use of the term “white” in a cosmetic brand
name. In a moment of inspiration, our leader declared, “If
we can't use the word ‘white,” we can certainly use the
word ‘snow.”” And with that, the SEKKISE/ brand name,
which incorporated the Chinese character for “snow,” was
invented.

With beauty advisers enthusiastically proclaiming the
effectiveness of the Chinese and Japanese herbals in
SEKKISEI, the number of devoted consumers soared, de-
spite the relatively expensive 5,000 yen price point.

During 2010, KOSE celebrated the 25th anniversary of
SEKKISEI. It has grown into a brand that has spanned two
generations, from mother to daughter. And, SEKKISE/ has
expanded beyond Japan, selling in Taiwan, Hong Kong,
China, and America. KOSE sponsored high-profile anniver-
sary promotions in these international markets, raising the
recognition of the SEKKISE/ brand. In China, we captured a
large group of raving SEKKISE/ fans, reflecting the increas-
ing interest among Chinese women in skin-brightening
brands and skin care. You can expect more good news as
SEKKISEI makes the Japanese concept of translucence in
skin care even more prominent on the world stage.
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International Strategy
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KOSE established a first local subsidiary in Hong Kong
in 1968. KOSE continued international expansion, mov-
ing into Taiwan, China, Korea and other Asian nations.
Regardless of the location, we stick with our philosophy of
providing leading cosmetics in each distribution channel,
accepting no compromises in our quality of service. This
approach continues to create a steady influx of new KOSE
fans overseas.

KOSE introduced the KOSE Counter to department store
sales channels in 2010, looking to maximize the appeal of
the KOSE brand overseas. This strategy is building a stron-
ger market awareness of our flagship SEKKISEI, INFINITY,
and £SPRIQUE brands.

Another overseas program is our heartfelt care program,
a consulting system that offers reliable beauty care infor-
mation in answer to customer questions. We believe that
our beauty advisers are an impartant point of interaction
between customers and KOSE. We have dedicated con-
siderable resources to an overseas beauty adviser training
program, which is just another example of the unique style
of Japanese business.

KOSE sponsors contests for our beauty advisers as

sively marketed overseas (photo China)
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OurJILL STUART line is attracting a wide following
around the world (photo Hong Kong)
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A Flowering of New Concepts and Technologies
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The year 1970 marked the debut of COSME DECORTE, a product created under the banner of
delivering the absolute best cosmetics with the absolute best service. COSME DECORTE was a
high prestige brand, featuring a number of new technologies and innovations. For KOSE, the
1970s were a decade of new ideas. We unveiled the summer foundation SUMMERD (1974),
an early beauty serum, the ALPHARD R-C LIQUID PRECIOUS (1975), FIT ON (1976), the first
powder foundation, the MOISTURE ESSENSE (1979), the beauty serum featuring amino acid,
and others.
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SEKKISE

Brightening and Anti-Aging
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The 1980s saw two major trends in cosmetics. The first was the introduction of SEKK/SE/ in
1985, which introduced skin brightening as a universal concept of beauty in Asian women.
SEKKISEl combines Japanese and Chinese herbals to solve skin dullness and discoloration. The
second major trend was the success of our £nnoble brand, which we introduced in 1981. The
brand gained quite a favorable reputation as it incorporated cutting-edge theory to address the
relationship between blood circulation and epidermal hydration and aging.

TERIR. H—, 2
VKT BRI, E




1994

Lechéri WATER PACT

COSME DECORTE AQ

The Intersection of Obsession and Technology
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The launch of our COSME DECORTE MOISTURE LIPOSOME moisturizing serum in 1992 was
a ground-breaking application of a multi-layer liposome structure from the medical field to
cosmetics. In this product, moisture and beauty components work together continuously for
healthier skin. KOSE introduced other revolutionary products during the 1990s, including
COSME DECORTE AQ (1990), a product based on application of the Physical and Mental Re-
laxation Theory, and Lechéri WATER PACT (1994), a foundation incorporating a new water-solid
polymer to offer a water-like maist feeling. The 1990s were truly another decade of products for
KOSE that represented sensuousness and intelligence.
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KOSE's research and development enhances the creative strengths of the individual and
maximizes the development strengths of the group. This is how we create innovation and
bring products rapidly to market. Our research facility, located in Kita-ku, Tokyo, was de-

signed to facilitate open communication. Vaulted ceilings and wide spaces provide a view
of all of the activities taking place, encouraging the free exchange of opinions
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2004
MOISTURE SKIN REPAIR

2007
COSME DECORTE
WHITELOGIST

Unending Evolution in Creating Beauty
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KOSE continues to pursue the art and science of beauty in the 2000s. In 2004, we introduced
MOISTURE SKIN REPAIR, a medicinal moisturizer incorporating Rice Power® Extract No.11,
which improves the ability of skin to retain moisture. In 2005, we unveiled ASTALUTION. This
new beauty serum offers a stable format providing a high concentration of astaxanthin, which
is effective in eliminating singlet oxygen, a cause of wrinkles. We introduced the WHITELOGIST
medicinal serum in 2007. WHITELOGIST is a product that brings together the latest COSME
DECORTE technologies, offering instantly visible benefits.
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New Skin Care Categories through Creative Thinking
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During the 1960s, milk or cream oil film was the most popular
way to protect the skin. But, in the 1970s, skin care research
showed that retaining moisture in the skin was the most im-
portant factor in keeping a beautiful complexion. Scientists
revealed that a water-soluble moisture retention component
called NMF in the horny cell layer was key to retaining this
important moisture. Focusing on this NMF, KOSE was one of
the first to move from an oil-based approach to a water-based
approach in development activities. The results of KOSE re-
search brought a revolution in skin care.

KOSE scientists struggled with ways to offer both hydra-
tion and richness. The key was a new concept for creating a
cosmetic that had moisture content similar to the skin. Since
52% of NMF is made up of amino acids, KOSE found a way
to successfully use an amino acid emulsifier to dissolve oil
(composed similarly to epidermal lipid) in water, solving the
problem. The result was a new category in cosmetics, and
KOSE released this new product to the market in 1975. It
was ALPHARD R-C LIQUID PRECIOUS, the world's first beauty
serum.

Four years later, in 1979, KOSE research and development
produced £FSPRIQUE MOISTURE ESSENCE as its next category
creator. The goal was to blend amino acids to produce a
comprehensive moisture in the skin. To reduce the sticky
feeling resulting from increased levels of amino acids, KOSE
scientists continued to adjust the formula until the product
was just right.
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These two category-creating beauty serums were different
than anything before. They offered more viscosity compared to
other lotions, and provided an emollient function like cream
or milk, preserving moisture in the skin. Beauty serum has
become an irreplaceable part of skin care today.
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AWAKE and Forest Conservation
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Our AWAKE brand features products offering the benefit of natural cypress oil from our forest resources. To show our gratitude

for nature’s gifts, we donate a portion of AWAKE sales to the “more Trees" organization (Ryuichi Sakamato, chairman), a forest
conservation group. KOSE plans to continue to be an active partner in forest improvement and conservation programs.
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Universal Design
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In our product creation as well, from all approaches, we continue efforts in en-
vironmental preservation. For example, our Stephen Knoll hair care brand uses
components that are highly biodegradable. Our Nature & Co skin care brand IN—T 8t D a—t—a 2 XR—MER AT, &S

uses organic ingredients. We have also successfully developed a foundation . N . _ .
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and Beauty for

People and
the Earth

orporate Social Responsibility

refill package that requires only half the plastic as regular packaging.
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Group company KOSE COSMEPORT CORP. is leading the way in universal
design, making products that are accessible to everyone, regardless of age
or physical abilities. Braille packaging, barrier-free color schemes for easier
reading, and refillable packages are just some of the advancements we've
made in this area.

/A FHIKOSE COSMEPORT Corp. # i 5
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Physically challenged Employee Support
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To support employment for the physically challenged, we set up ADVANCE CO., LTD. in 1992 to provide
cosmetics manufacturing services. This was the first company in the industry to be certified as a special
subsidiary under the Law Concerning Employment of physically challenged Persons. About half of

ADVANCE employees are physically challenged, and the company has created an environment that is
safe and access-friendly to wheelchairs
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Support of Female Athletes
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Figure skating and synchronized swimming are two sports that epitomize artistry and beauty. That's why
we are proud to play an active part in supporting athletes in these sports.

We are an official partner with the Japan Skating Federation, and we support synchronized swimming
as the cosmetics partner backing the up-and-coming Japanese team
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KOSE is a sponsor of Project Hope, a program supporting children whose economic circumstances pre-
vent easy access to education. We donate funds for school building construction, and in 1998 we began
subsidizing the Chun Si Li Xi Wang (Xi wang means Hope in Chinese) Elementary School in Hangzhou,

China. In 2011, we continue to support improvements in the educational environment, including dona-
tions of needed educational materials.
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The history of cosmetics shows us that the first cream and lig-
uid foundations were imported to Japan from America around
1950. A cake-type foundation (applied with a wet sponge)
came next, becoming popular in Japan due to its effectiveness
in Japan’s humidity and heat during the summer. With the
growing adoption of in-door air conditioning, there was also a
growing dissatisfaction with the foundations available on the
market. Cake-type foundations made the skin feel stiff. Cream
and liguid foundations took too much time and were difficult
to apply. KOSE was the first to listen to the women of Japan,
developing technologies to control powder (the main ingredi-
ent in foundation) characteristics. Based on our research, we
developed a number of new foundations.

In 1974, KOSE rolled out the SUMMERD line of liquid foun-
dation designed for summer use, an industry first. At the time,
cake foundations were mainly used during the summer, but
SUMMERD allowed women to apply foundation without using
a wet sponge. The new product offered the best qualities of
cake-type foundation, yet resolved the feeling of dry and tight
skin in air-conditioned rooms. In 1976, KOSE came out with the
FIT ON powder foundation to combine foundation and makeup
powder. Later, in 1979, we were the first in the world to sell

a two-way type (with or without water) foundation, called

TWO WAY CAKE. The foundation delighted consumers with its

smooth feel and finish, as well as its superior ability to cover.
Today's liquid foundations for summer use, powder foun-

dations, and two-way type foundations in the market can all
be traced back to KOSE's early innovations.
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The KOSE Group code of conduct urges us to act with a mind to follow the right
path, declaring that we will always be a trustworthy and sincere company. These
words were the personal motto of KOSE founder Kozaburo Kobayashi. He would
tell employees that doing the right thing requires courage and effort. KOSE is
committed to making honest products and to being a company loved by our
customers and society.
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Founder

Kozaburo Kobayashi
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KOSE Corporation

3-6-2 Nihonbashi, Chuo-ku, Tokyo 103-8251, Japan
Tel: +81-3-3273-1511
URL: http://www.kose.co.jp/global/en/



