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Kazutoshi Kobayashi
President & CEO

KOSE Corporation

KOSE celebrated its 70th anniversary on
March 2, 2016. Let me express my sin-
cere gratitude to our customers and other
stakeholders for your continued support of
our company.

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 peri-
od 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 dis-
tribution, to our unique brand marketing
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.

Toward
Further
Progress

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. On the
occasion of the 70th anniversary, I am de-
termined to accelerate this global expansion
and am ready to achieve each challenging
goal by overturning existing norms through
a borderless approach. In line with its
basic strategies—“Promote brands to win
recognition and respect around the world”
and “Sustainable improvement in perfor-
mance”—KOSE will redirect its approach
to achieving growth in such a way as to
expand its presence in the global market.

We will continue to maintain our ardent
passion for cosmetics and work together
with our stakeholders. Your continued
patronage and support are greatly appreci-

ated.
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The KOSE Corporation celebrated its 70th anniversary on March
2, 2016. We have carned 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 chang-
ing generation, the spirit of our roots continues to live on to this

day as the foundation which shapes our company.
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SEKKISEI, which combined
Japanese and Chinese herbal ex-
tracts, was released. More than
50 million units have been
sold up until now.
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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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Walk Through History

KOSE
Wnn[uersary
since 1946
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Kozaburo Kobayashi founded
KOBAYASHI UNLIMITED
PARTNERSHIP in Oji, Kita-
ku, Tokyo ( restruc’tured as
KOBAYASHI KOSE COM-
PANY LIMITED in 1948).
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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’Oréal of
France to start our salon busi-
ness (the joint-venture contract
ended in 2001).
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Corporate Identity (CI) was
introduced. The corporate
name was changed to the
KOSE Corporation and the
corporate logo was renewed.
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ADVANCE CO., LTD. was
established in Sayama City,

Saitama as a subsidiary to sup-
y p
port persons with disabilities.
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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.
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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.
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The JILL STUART brand was
introduced to the Japanese cos-
metics market as a licensing deal.
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KOSE entered into a sponsor-
ship agreement with the Japan
Skating Federation and the Japan
Synchronized Swimming Team.
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COSME DECORTE, a dedi-
cated luxury brand, was released
to deliver the highest quality of
cosmetics with the best service.
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A new research center opened
in Oji, Kita-ku, Tokyo, where
KOSE operations began.
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The SAVE the BLUE environ-

mental conservation project
started.

JAZ)“SAVE the BLUE" SRS H ,

1975
[7V77=FRCYFv FI5E5%,
BUE [ 749 M558,
eSS AALE SN
LWy A7 I =L 72,
ALPHARD R.C LIQUID was
released. FIT ON was released
the next year. We launched the

categories of “beauty serum”
and “powder foundation.”
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Sales of COSME DECORTE
began at cosmetics shops in Italy.
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Tarte, Inc., a cosmetics com-
pany in the United States,
became a subsidiary of KOSE.

Sales of DECORTE began in
North America in 2016.
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“Sensuousness” and “intelligence” are the two
key words that drive the creation of attrac-
tive, valuable brands at KOSE. We take our
research—based on leading scientific dis-
coveries—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 seasons. To anticipate these
changes and needs, KOSE focuses on three
facets of brand-building: product, distribu-
tion, 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 promot-
ing for dealing diversification of sales such as

online shopping and global development.
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Brands

The Highest
Levels of Quality
and Service
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Cosmetics for
Everyone

IQEAEOY 1R
I ED
{LhES: %

OSMETARIES

Brands

For Daily Life
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A group of top-quality brands developed by
integrating all of KOSE’s cutting-edge tech-
nologies.

They are sold mainly at specialty cosmetics
stores and department stores that distribute
exclusive brands. KOSE’s specially trained
beauty staff offer meticulous counseling, in-
cluding 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 distribution channels, from specialty
cosmetics stores to mass retailers and drug-
stores, mailorder. We deal with a variety of
brands that includes SEKKISEI, ESPRIQUE,
HADAKIWAMI, and MATHADA, 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 re-
tail outlets.
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Becoming Japan’s Leading Skin Brightening Brand

SEKKISE
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SEKKISEI Herbal Gel was released

on the 70th anniversary of our founding.
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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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SEKKISEI has continued to build a devoted
following since its introduction in 1985.
The major skin care brand of Japan currently
endeavors ceaselessly to expand the possibil-
ities 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 mainte-
nance of skin luminosity. Indeed, these are
universal themes in cosmetics development.”
He foresaw that the generation of highly-eff-
ective cosmetics would come.

The SEKKISEI development has a founda-
tion inspired by herbal medicine to improve
from within the body. While steadily ad-
vancing product designs such as a lotion base
with a penetrative feel, a design shape famil-
iar 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 incor-
porating 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

inspiration, our leader declared, “If we can’t

use the word ‘white,” we can certainly use the
word ‘snow.”” And with that, the SEKKISEI
name, which incorporates the Chinese char-
acter for “snow,” was created.

Word of mouth about SEKKISET spread
through beauty advisers enthusiastically pro-
claiming the effectiveness on skin through
meticulous counseling, and the product’s
customer base swelled despite its relatively
expensive 5,000 yen price point. SEKKI-
SEI’s lineup only had a lotion when it was
first released, but has gradually grown into
a total skin care 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 global view of Japanese products. We
started the Save the Blue project to contrib-
ute to environmental conservation through
SEKKISET in 2009 in an effort to protect
our beautiful blue earth, which we are re-

minded 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 Kobayashi 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 graduates’ monthly
pay was typically only 40,000 yen. The quali-
ty of the product and KOSE’s service created
a passionate following among Japanese wom-
en. The COSME DECORTE, a combina-
tion 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-pres-
tige anti-aging product. In 1992, it in-
troduced MOISTURE LIPOSOME, the
first cosmetic to incorporate multi-layer
liposomes. In 2007, it introduced WHITE
LOGIST, a kojic acid-based whitening es-

sence based on new technologies. Each and

1 Wit

~Q /1: ME DECORTE
VN (

ie Completion
ME DECORTE 'f

20105
AQ MW SKINCARE

everyone of these new products builds on
KOSE’s reputation for pursuing the ulti-
mate in quality. In particular, MOISTURE
LIPOSOME, which won many devoted
customers in Japan and abroad, has become
a long selling product which is the represent-
ative of the COSME DECORTE brand.

In 2010, world-famous designer Marcel
Wanders was invited to become the COSME
DECORTE art director to release the
AQMW line as a brand that adds a new
artistic element to the universal elegance
theme. Our overseas growth focused on Asia
from 1990 and we are growing as a global
brand by expanding our sales in the Euro-
pean and American markets. This includes
the start of DECORTE sales at designated
Italian cosmetic stores in 2012 and high-
class department stores in North America in
2016. COSME DECORTE will continue
to pursue elegance and beauty to meet the

needs of women.

air Lotion White
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2009~
— AQ MELIORITY

= INTENSIVE CREAM
<5

COSME DECORTES: F[ i 2k -J-19704F, 22
S GIAR N /bR = RIS e 23 LT QIR TR e
i, ZINBR S EAE RIS S 2 ), VR SRR REAS
R FELA Ao i TP RS 4 S R 22 3 L,
A6 2MIRF S A H A A 29405 H oG, S5
kAU 305 H IR DR AR AT 1 Sl BT S ]
SRS T A% % 5 eV E3A IR . “ COSME
DECORTE®ER]" ) #,74 “ Cosmetique” (fb4k)
5 “Decoration” (ih#) (1A kil , @A K TG %
F AP “ DR s S &
Bl LA, AN T 6 22 e e 2 R 1
Lk |i%»ﬂvmn"}%§ﬁﬁ:ﬁmlo T e R
fl] “AQTF (19904F) | % H MGG IZ H btk
A SE 7R PR 'w‘kf K7 (19924F) . BA i H
LI Hh RIS T 95 PRSI A6 e 1 A v g
PRI (20074F ) 5 Bz ik . G Pl 5
PR AAE FAE AN, fEIREIMLRTT T2 2 4fib2
%, #“COSME DECORTE&H]” n’Jﬂﬂ SR
2010 4FJF4h ;U TS 44 LU 9 2R - sy
RN AR N, “EAR USRI Ui 2 357, 8
#“COSME Dhcomhﬁm MR AR, MEA: T
AR AQMW 7, I19904EAS , FETRFINAE DI
TP A, 20124F ABE R RFIE i 9205
20164 “DECORTE "#xBliAb 3 g i1 0ok, £EIfk 3

TFG R 1, A E B S, A, “ COSME
DECORTESES] " AW R 2 35, Wi 255
kK,

20164F & ek o m R E NG v 2
ATA4TATNRZ2—IZTHRIEL
[DECORTE|

DECORTE sold ar Saks Fifth Avenue
luxury department stores in North
America in the spring of 2016.
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Brands

Overseas

or Greater Presence in the World Market
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We are providing products researched and
developed to align with the preferences of
customers in each region overseas as one
way to strengthen our global expansion. We
strengthened our North American expansion

by acquiring Tarte, Inc. stock in the United

VR AL A Ol 55 I ER T, 45 4 il o0 25 Hb & 1
HUFWE R B 20144F, Mol S5 [ Tarte, Inc2y
wlI Gy, b AL SE Ty, fETartedh i “wm kg
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Multiple brands with an outstanding world
presence is also one of KOSE’s strengths. JILL
STUART, another global brand as valuable to
KOSE as DECORTE and SEKKISEL, started
business through a licensing agreement in
Japan in 2005. The brand gained enthusiastic
support from trendy women right after JILL
STUART debuted. We acquired the license
for the global cosmetic sales in 2009 and are
selling the brand in not only Japan but also
Taiwan, Hong Kong, and Thailand. The
brand concept is INNOCENT SEXY. This
is the translucence of teenagers as well as the
sexiness alive in mature women. This brand
grants the ultimate “cuteness” by bringing
out the superb innocence and sexiness every

woman possesses.

(1) 20154E 1A —F ¥ Lz E O
Frarkesrravrs

Directly-managed new concept
shop opened in 2015.
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F 25| R AR L7 A4 States in 2014. The concept of the Tarte
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brand is to grow around makeup products
which deliver naturally-derived components

as high-performance natural.

égawa/ké

tarte

high-performance naturals’

Europe
A China

Taiwan

BY KOSE

JUNKISEI
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K ERMOPEH I Z IR TVUET . We have included the major countries and regions handling our products. 14
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edium-term Management Plan

Hh B R

WAL N —T &, 2020 BEETOWEA  The KOSE Group has a long-term vision  # 2 il 5 1 1 520204 1 119 K W i 5 V-
A=V %72 [ VISION2020 | #5658 L. called VISION2020 to serve as a roadmap ~ SION2020”, FEHLRI 7 * VS IAREIN”  “AxEkidd
ZOEI O — <y TELT. Phase T for growth for fiscal 2020. To achieve the M " f‘%ﬁ%ﬁ??ﬁ%ﬁﬂk” AN B &
[V ] Phasell [ 20—/ bT5 S goals of this vision, the Group has defined =~ I, BIERAABIATE 2R TEHOI il

) o ‘ three phases to become an organization with
ML Phasell [#5 04 70— vk global presence; Phase I: a V-shaped turn-
FALID3DDT 2= AET A TIAEE  around, Phase I1: building and strengthening
DhHHEE]I~NOMALAHIELTVE T, global brands, and Phase III: global expan-

sion with higher earnings.

HEEFE & Consolidated net sales 2770
A2 fEM  Hundred million yen R

2433

2078

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

Phase II &7 i #%

L

52— N S~ 1S 2 P = s
> O — VT VRO K LS
Promote Flagship Global Brands. SEKKISEI

JILLSTUART DECORTE
TR A A R

» DAL
Accelerate the pace of developing new markets.
I iR

> JiSE MG D EAT

sy

Implement the strategies of all business segments.

ATl

AN 577 FOF K
Promote brands to win recognition and respect around the world.
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2010 2011 2012 2013
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~Phase I: V[1l{5 Y]
~ Phase I: V-Shaped Turnaround
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The Group enacted “defensive reforms” to develop a busi-
ness 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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Phase I : 70— 3V75 U RE B
Phase II: Building and Strengthening Global Brands
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We are currently in Phase II and focus on two basic strat-
egies of promoting brands to win recognition and respect
around the world and achieving a sustainable improvement
in performance. We are furthering business strategies
toward becoming an organization with a global presence
through borderless efforts.

BB , rPhase IR A AN < T A 7t M 15 AR

Wi e 2875098 ) B2 o B I 4 0 TE B SR S R A R AR 17
FHERE Ol | B AL B AR AAT 28 L e WAL Ak

(2019433 1)
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We do not restrict our activities

0
One Mind

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

PR B Z b | B5 U e Ipetl:
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More capital expenditure for a powerful product
creation infrastructure for the value that
distinguishes all KOSE products.

SR L™ Eh P T e 2 T il ™ A D e A B

REE B OB 22787+ —~ A ) k.
Sustainable improvement in performance.
AW i 288 R T AR Ak

W RS A S — DT —-—

Concentrate on growth drivers. ) ) ‘
TR R (\‘ . K875 R OURR K
——————  Expand profitability of core brands.
" HE RS S I 2R P
s AR O AL — :
Build a more powerful
operating framework.

ST A E LY

/
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Improve the performance of Operate more efficiently. Develop products and services that can create new markets and are
human resources. B [ 8 [ highly competitive.

FEE AR TR BAT Ty B3 YRI5 4 D7 i B e 55

BERG TG R R
20174F R8T 5E
Gunma Factory
New production facility
scheduled for operation
in2017

HEAFRR LT

20194 R TE
Fundamental Research
Laboratory

scheduled for operation
- in2019
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Unending Evolution in Creating Beauty
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The following three words epitomize the spirit
of KOSE’s R&D activities: “sensuousness,”
“intelligence,” and “reliability” It is the fusion
of these three elements at a high level that
enables us to create values and culture with a
unique beauty, and provide “affordable yet su-
perior 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.
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Innovation not Bound by Common Practices or Premises
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We focus on creating quality goods for our cus-
tomers more than anything 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
discovered the impact on aging caused by
singlet oxygen (one type of reactive oxygen) in
1993. Thereafter, aging research in the field of
dermatology become one of our strengths, and
we have applied the knowledge to many of our

anti-aging care brands.
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Various Initiatives to Broaden

the Possibilities of Cosmetics
(EbEm ORI 2 15T % 5 £ 5 3 2D $L 4
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The construction of our Fundamental Research
Laboratory, which is scheduled to be com-
pleted in 2019, is well underway. This project
will consolidate our current research facilities
located in three areas to two locations in Oji,
where KOSE started operations. These facilities
are the driving force to succeed in becoming an
organization with a global presence through more

active communication between researchers.

Applying dermatology research in iPS cells
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We are conducting research at KOSE into how
cells harvested from humans reset the signs
of aging through induction into iPS cells (in-
duced pluripotent stem cells). This is scientific
research with a long-term view to find new

approaches to anti-aging care.

FRI20194538 T “SERIRFZE T IEAEAT S A 25
Ve v, LA o) A (£ 3L RIS b A vp 5]
O 82 E  Ee i R v L 1 (= ) 1 B T AT DR A
WA, SRALSIL A A R AT A I R TR (211
Ak ) T

fE w22, ik N R SR AN I TS 40 TR PS
Al (N T2 Ihe FA) , LHEmrssinir s
TUIRE , fEHUE 2 5 BRI 2T PR, Tedh
KHILTIFI L RS,

Deepening of preventative medicine through industry-academic partnerships
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We established an endowed lecture at the Keio
University School of Medicine in 2013. We are
striving around revolutionary concepts that in-
clude the prevention of allergic diseases such as
atopic dermatitis through skincare. In addition,
we have been engaged with continuous testing
of sunscreen over three years in collaborative re-
search with Wakayama Medical University. This
research proved the effectiveness in preventing
the progression of solar keratosis, which is the
premonitory symptom of skin cancer.
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