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For Everyone Involved with KOSE. And
for the vital global environment. We, at the
KOSE Group, engage in activities to realize a
sustainable society through the corporate ac-
tivities of all executives and employees. Our
corporate message, “Wisdom and Beauty
for People and the Earth” is also a slogan for
CSR activity.

We are governed by the Mind to Follow the
Right Path motto of our founder that is part
of our Behavioral Charter, which is the core
of the Group’s code of conduct. We endeav-
or fully to become a company trusted and
supported widely by society through actions
based on honest and trustworthy decisions
and the respect of the human rights of each

person involved.

h TS H SRS LA N Ol T E B HbER
HEE,

Bl 22 el e 5l i ih g, b
TR SR L & P IIGE), Al Ak
AR, AN, T R K B 56
Ml Z 68 I

AN, A ph0 W i 2286 D 5 Ok i I 1 4%
D ATADETEY | IR G4 N AT B4 w2208
2 N RO AR ), T LIS b e i
WG 8l , SR AR, A A2 b
SR 4 )

Special issue T Special issue Il Consumer issues The environment Fair operating practices Human rights/Labor practices ~ Community involvement Corporate Governance
(D) () Gl H TR (80 (AR BRART) N and development i)
(2274 ~DZ - FE[RE)

8th year of Various efforts to Satisfying customers with Protect the global environ- Practice of the CSR Supply Together with ) CSR Management
“SAVE the BLUE”project promote sports the finest quality ment by saving resources and Chain Management our employees Harmony and co-existence

energy with communities CSR=AZAV D
[SAVE the BLUE] g BN R OSET CSRH¥ 794 F2—> = IR ‘ ) i
7uvzs MESHEH SEELLIMD A LEIFOTWEE HHRH AV F—T <A TAY O Mottt 2> E DAL CSRR

HERBRGE % <F 5 HFRAT HERHIELT
“SAVE the BLUE GAH8E  & A4k g )it i “HIE” T I i R CSRUERZEET IR

BT VTLIRENR, DAl S HBIXC L2 A= 2 F s

PRAFHERIRES

19 20



hat We Can Do Now to Protect the Beautiful Ocean
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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
the summer of 2009 to pass on our beautiful
blue Earth to the future.

Under the “SAVE the BLUE” project, we
have been undertaking activities to protect the
environment on an ongoing basis through our
popular SEKKISEI products. The color of
the bottles sold under the SEKKISEI brand is
azure, the color most associated with the ocean.
We have chosen this brand to be the focus of
the project to demonstrate our wish to pass on
the beautiful ocean to future generations.
KOSE has donated money to transplant a to-
tal of 10,520 corals over the last seven years.
The project activities have expanded not only
throughout Japan but also across the entire
Asian region since 2012. We are striving in a
wide-range of efforts by taking into account
the necessary environmental conservation
activities for each region.
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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.

The forest thrived and grew to roughly
80,000n1 over three years as of 2015.
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We support environmental protection
activities at Kenting National Park, one
of the best national parks in Taiwan. We
cleaned up ocean areas with 60 divers
where corals are present in 2015.
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We donated the cost of 2,138 coral trans-

plants to SeaSeed Limited in 2015. We

have confirmed corals that have been

transplanted up until now are spawning
and the success of this project is spreading.

Hong Kong
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We are linking to Japan to support coral
preservation activities by donating to
SeaSeed Limited.
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44 beauty advisors selected throughout
Japan participated in “Okinawa coral
study trip” to learn the importance of
environmental conservation in Okinawa.
The participants also took part in Clean
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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, 10
junior and senior high schools in Singa-
pore in 2014 started to conduct marine
environmental surveys. Students will
study shellfish inhabiting coastal areas and
conduct a follow-up study on the accumu-
lation of chemicals in marine organisms.
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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.
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We are engaged in activities to conserve
corals around Tioman Island, off the east
coast of Peninsular Malaysia, which have
been promoted by Reef Check Malaysia,
a non-profit organization.
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rating corals.
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arious Efforts to Promote Sports

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 official cosmetic partnership agreement
with “Mermaid Japan,” the team that rep-
resents Japan in international synchronized
swimming competitions. In the same year,
we also signed an official partner agreement
with the Japan Skating Federation.

| Figure skating 7+4¥=727-+
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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 gender. KOSE make-
up artists offered make-up expressions that

athlete usually could not do by themselves.
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Proposing make-up
application to draw
bold lines on the eyelids
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©UsS Figure Skatings

| 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 guid-
ance about the techniques to apply the make-
up themselves. The cosmetics we used were
COSME DECORTE MAQUIEXPERT and
FASIO, which have superior water resistance.
We also passed along the appropriate skincare
methods for swimmers who spend upwards of
12 hours in the water during practice.
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Make-up training

| Ladies professional golf «+7==r>

20164E3H. 79 v’ % [AR—Y ¥ 2—
T4 L L7z % 164E S DI TE L F L 72,
INEHIC, BT 7aaV 77 —9%E AR
VA =B R LE L TV RO
WIS IEFY [ AR—=Y %2 T2
FELELL DY 2] LY L2 D AF
YT IATRINELTVWE T, TDIENIC
b HIRICE A LS FE TR AR—VANX
IO BT TVET,

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 nine profes-
sional female golfers. Our cosmetics protect
skin from strong ultraviolet light to encour-
age women who desire to be “beautiful even
when playing sports.” Moreover, we are also
sponsoring various regional sporting events.
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New Sports Beauty
release in 2016
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Customer

atisfying Customers with the Finest Quality
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Since its foundation, KOSE has focused its
passion on producing the best cosmetic prod-
ucts through total quality management from
the procurement 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.

KOSE Quality Policy — =—+—#7st
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“Customer satisfaction is our priority.”
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KOSE offers good products with assured security and safety.
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KOSE provides accurate information to build
relationships of trust with customers.
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KOSE pursues attractive products and the highest quality.
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KOSE listens to customers and uses their opinions

to improve its products.

Quality assurance in the development process of new products sold by the KOSE Group
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Check with a variety of evaluation
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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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BHLIOMER
Review of customers' opinions
about the product
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Quality confirmation
(over time)

Mass production trail at a plant
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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
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Confirmation at three-month
point after launch and later
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Our Policy on Assuring Safety of Cosmetics
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KOSE complies with laws and regulations governing

manufacturing and services.
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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 review and
confirm each step from raw materials to the
packaging through our Quality Assurance
Department and Development Department
according to various quality standards, in-
cluding 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 cus-
tomer satisfaction and trust.
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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.
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The KOSE Group maintains a range of independent standards and relies on
the massive amounts of safety data accumulated through years of cosmetic
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 conducting animal testing, in-
cluding testing entrusted to external parties, in the future development of our
cosmetic products.
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* 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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Our beauty advisors are the cornerstone of
contact with our customers to provide the
deepest sense of satisfaction in our custom-
ers. The KOSE beauty advisors are practicing
each day with the objective of responding to
and exceeding customer expectations with
thoughtfulness and knowledge in service of
customers through training while refining
skills such as their make-up techniques.

Honest support system for customers” demands
BEIZOMCHBECISLBH ~ B F M E ~

I—t =Tl B RGEES M B AR
RERRETHIET RIS
BRI EED), BESEAOMRET
WD HRIGICHDOTVWET, FEHN
B WA DR I I [R5
[RGB % 2 AR & LTHEEER L,
HFAG <2 i L B AR AR D J2 M1 X D RIS D)
RO TwEY, Ly VI
mi BRI B 2 AR T R AR e 5 45 %
HANTIAELIEHLTWES,

a—t— BFEIFLEDL

)

SARHIX 2 EDFFNIEWEBH A b & ZEi 2230,

KOSE has established a tight-knit coopera-
tive network related to quality 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
inquires and feedback we receive. We endeav-
or to improve our adaptability through the
implementation of training and satisfaction
surveys. In addition, we actively share and
use product knowledge (various information
and assumed dialogue related to products and
promotions) even across other departments.

Responding to and exceeding customer expectations — Beauty advisors —
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— Customer Service Center —
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*k Please see our website for details such as the Quality Assurance System.

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 departments as
a SMILE REPORT after collection in our
Smile Data System and connects to bettering
our products and services. One such example
is the addition of informative labels separated
by color according to feedback that the stop-
per is hard to identify in the Hydro Renew
Mist from the Stephen Knoll hair care brand.
Furthermore, we have launched the KOSE
Idea Box website, which invites customers to
provide feedback. Every month, product de-
velopment personnel present themes related
to beauty and cosmetics. We analyze the feed-
back from customers that is posted to under-
stand the frank needs that cannot be obtained
through mediums such as standard surveys
and utilize it in our product development.
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Environ-
ment

rotect the Global Environment
by Saving Resources and Energy
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KOSE is promoting environmental activities based
on the fundamental concepts of the ISO14001
international standards for environmental
management with an environmental working
group under the supervision of the CSR Pro-
motion Committee at the core.

Basic Environmental Policy 475t
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With consideration given to protecting biodiversity” and the environment, we are dedicated to saving resources and
energy, promoting recycling and reducing waste.
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We consistently promote the use of raw materials with less environmental impact and the research and development
of products also with less environmental impact.
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We comply with environmental laws and regulations and actively participate in social activities to protect the en-

vironment.
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We establish and improve organizations to promote and implement environmental conservation activities on a

continuing basis.
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We seek to raise the awareness of employees regarding the environment through education, publicity and other
programs on environmental conservation.
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*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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We are aware of the impact all of our busi-
ness activities from production to sales and
logistics have on the environment and active-
ly work to reduce this environmental bur-
den. We strive to understand three indexes
throughout our entire Group both in Japan
and overseas - CO:2 emissions, water usage,
and waste. Detailed data is published on our
website.

For the reduction of the environmental burden
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htep://www.kose.co.jp/company/ja/csr/theme2/

Efforts to reduce CO: in production departments
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We acquired the ISO14001 certification at all
of our factories based on our concern about
our environment impact. We are advanc-
ing energy savings in all maintenance and
production departments through measures
such as the implementation of co-generation
systems, sprinklers on the ceilings of factory
wings, heat resistant roofing, and blackout
curtains on windows.
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From Gunma factory, I operate an eco-friendly
cogeneration system using natural gas

Developing products taking

into account the environmental impact
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KOSE conduct products development and
revisions with consideration toward the envi-
ronmental impact by contents in our cosmet-
ics and packaging 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 microplastic
beads, which its negative impact to ocean
environment are pointed out, in contents and
have switched to using plant derived materials.

Before
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OB R -10%
The amount of PET

resin -10%

Supply
chain

ractice of the CSR Supply Chain Management
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Cooperation with partners

is the foundation of our corporate activities
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KOSE has aimed for co-existence and co-pros-
perity management that focuses on a rela-
tionship with partners since its founding.
Cooperative relationships not only within
our company but also with all of our partners
are necessary to build products with stability
and safety at the forefront of our ideas for our
customers. We strive to strengthen wide-rang-
ing relationships with our partners both in
Japan and overseas for the smooth expansion
of corporate activities in the future.

b D FE Rk

L2 CIELR - HL S s 5 M &R, 4
SHLL A7 IS Sy AR 28 B IR 2%
AR R L A 25 B A, (UBUREA 2wl
TEi BN | AT AT VR0 42 1R 22 55 T 2 )
ST ARG R, AT A TG Ak ih SRk,
TRV AUERN H A E N SR 2 BRI 2 5 05 il
IHSRAC A,

Sustainable procurement and logistic structure
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W are also furthering social and environmen-
tally friendly CSR procurement for our raw
materials. We are striving for mutual under-
standing with our suppliers and are exchang-
ing detailed information such as responses to
environmental and human rights issues as well
as proposals for new technology. In addition
to conducting joint delivery with other com-
panies 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 opera-
tions from 2011.

W A DR F G 7 i & FEBL
High-quality and efficient logistics services
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“Co-existence and co-prosperity” with retailers
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The KOSE since its foundation has main-
tained a system of close cooperation with re-
tailers designed not only to provide them with
products but also to support their sales efforts,
for example, by sending KOSE’s beauty staff
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.

77 ¥ FORE R EANHE

Introductory training on brand characteristics
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Diversity

ogether with Our Employees
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Promotion of education and awareness raising about human rights
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We give consideration to occupational safety and health
so that all of our employees can work in a safe and healthy
environment, both mentally and physically. We accurately
understand the working hours of our employees and set
targets to reduce them. Depending on their health checkup
results and working conditions, employees can also consult
with an occupational physician and/or occupational health
care staff. To promote awareness raising and education on
human rights issues, our management education programs
for executives are designed to deepen their understanding
of the importance of giving consideration to human rights.
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Improvement of work environment and promotion of diversity management
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Working environment that respects individuals

The KOSE Group is building a work environment where
employees can enjoy a balance between their professional
and private lives and work in comfort. As part of this envi-
ronment, we actively promote the shift of fixed-term con-
tract employees, which is largely made up of beauty staff,
to regular employment. We have introduced systems in fis-
cal 2015 for employees who are raising children or taking
care of family to continue working with KOSE and KOSE
SALES CO., LTD. Child care leave and shorter working
hour programs are also in place to allow employees to take
up to a year and a half of leave after the birth of a child. All
of our regular employees who have given birth take child
care leave, and over 80% return to work thereafter.
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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 CO., LTD. is a subsidiary of KOSE incorpo-
rated for the purpose 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 dis-
abilities.

Personnel development programs
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KOSE supports those who are willing to learn and encourages
self-development. In line with this corporate culture, we offer
subsidies to employees who take correspondence courses. An
educational funding system is also available. Our cross-depart-
mental “personnel development training,” which is provided
to newly hired employees, employees in their third year with
the company, and employees who have reached the age of 30,
is designed to improve their understanding of the kind of basic
knowledge expected of socially responsible persons and to give
them an opportunity to think about work-life balance. “De-
partment-specific training,” which is similar to the sales train-
ing developed for distribution companies, gives staff of each
department an opportunity to acquire practical work skills.

To improve the skills of beauty advisors
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New employees learning about the job from scratch

(z

Beauty advisors, who have direct contact with custom-
ers, are responsible for adding further value to cosmetics
through attentive service, which requires them to acquire
specialized knowledge and skills. In fiscal 2015, we intro-
duced 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. The Glob-
al EMB Contest is a venue to compete comprehensively in
make-up and service skills they have learned every day in
their store activities. In fiscal 2015, 17 of our staff mem-
bers from Japan and abroad made it to the final round of
the contest.

(ADVANCE special subsidiary)
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Award ceremony of Global EMB Contest and 17 finalists of this Contest
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Communities

armony and Co-existence with Communities
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fukushima
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Supporting Fukushima and Tohoku through
the Fukushima Sakura Project

We have participated in the Fukushima Sakura Project to
continually provide aid to Fukushima and Tohoku by de-
livering Haruka cherries, which is a new species of cherry
symbolic to the reconstruction, to each region throughout
Japan since 2013. We introduced a campaign through
the sale of cosmetics in an effort unique to KOSE, which
is supporting the cultivation of Haruka cherry trees, in
August of that same year. We donated to the Urayasu Mu-
nicipal Irifune Elementary School in Chiba in 2016, which
was the first endowment outside of the disaster inflicted
regions of Fukushima after our first endowment to Aizu
Wakaba Kindergarten in Fukushima Prefecture in 2015.
We plan to continue these efforts in the future with the
hope to cultivate the dreams and hopes of the children of
tomorrow alongside the new cherry tree saplings. We are
planning tree planting activities by donating seedlings with
focus on kindergartens and elementary schools.
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We are also sponsoring projection
mapping that is implemented
in Fukushima Prefecture every
spring so that the memories of
the disaster do not fade away.
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We have also introduced a cam-
paign to give a portion of our
profit on limited items released
from ESPRIQUE, COSME
DECORTE and Prédia to-
ward the planting of the new
species of cherry trees and the
cost of endowments.

<Held January 16, 2016 to March 31, 2016>

Encouraging women engaged in agriculture to be beautiful and healthy
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KOSE participates in the “Women in Agriculture Project,”
a collaboration between government and the private sector
that is promoted by the Ministry of Agriculture, Forestry
and Fisheries. We are aiming to bring together the creation
of new ideas by connecting the wisdom cultivated by wom-
en engaged in agriculture and know-how we have at the
company. We introduced the Women in Agriculture Beau-
ty Project skincare and make-up seminar in fiscal 2015,
which had been in the works since the inauguration in
2013. This seminar was tailored to the agricultural lifestyle
with lessons about effective use of sunscreen and make-up
durable to sweat and water.
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Contribution to the development of cosmetology
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The Cosmetology Research Foundation was established in
1990 by Kozaburo Kobayashi, the founder of KOSE, for
the purpose of developing cosmetology. The Foundation
provides subsidies to researchers and research institutes
producing outstanding results. In fiscal 2015, subsidies
were offered to 30 research projects, one international ex-
change, and one academic organization.

Beauty school developing future specialists
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Commendation and presentation ceremony
gathering together cosmetology specialists

Believing that it is important to develop beauty specialists,
the founder of KOSE in 1968 established the KOSE Koto
Biyo Gakko (Beauty Technical College) and served as its
first principal. In the 48 years since then, approximately
4,000 students have graduated from the school. In 1997,
the school was renamed to the Tokyo Hairmake Voca-
tional School. In 2016, the name was once again changed
to KOSE Beauty Academy. In line with our philosophy,
which emphasizes human resources development, we focus
our efforts on developing specialists who will play an active
role in pursuing beauty.
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KOSE Beauty Academy (beauty design courses)
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KOSE Beauty Academy (hair design courses)
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Governance

Corporate Governance
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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 devel-
oping and improving systems and mechanisms to
ensure sound management and thereby maintain
public trust. Another important issue is maintain-
ing harmonious relations with all of our stakehold-
ers. To achieve this and ensure our company is
recognized as providing value to society, our efforts
center around the improvement of transparency
and fairness and the establishment of relationships
of trust through sincere communication.

I —R L — M INF v ZAK] Corporate Governance Organization
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Personnel Committee is composed chiefly of External Directors / Audit & Supervisory Board Members.
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KOSE has furthered ecological efforts that include
zero emissions to substantially decrease waste in pro-
duction facilities and non-production departments
through the organization of the Global Environment
Committee in 1997. In 2013, we formulated the
CSR Committee chaired by our President as well as
the CSR Promotion Committee to promote CSR
activities that conform to our Wisdom and Beauty
for People and the Earth corporate message. We con-
duct cross-departmental activities to proliferate CSR
activities and CSR concepts while setting activity
goals using the ISO26000 and linking and working
with each department.
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CSR Marketing Working Group

CSR Product Working Group
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All employees adhere to the KOSE Group Code
of Conduct to protect social norms and always act
clearly with honesty and trustworthiness in both
decisions and actions. Furthermore, we establish
the Risk Management and Compliance Commit-
tee to create links and responses to challenges. We
provided education such as e-learning to employ-
ees both in Japan and overseas about workplace
harassment in fiscal 2015 by conducting periodic
compliance training. Beauty staff throughout Japan
are taught about compliance materials periodically
published for education. In addition, we have set a
compliance awareness month to continually raise
awareness with efforts such as hanging posters.
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With the increased adoption of information technol-
ogy, it has become increasingly important to protect
personal information. Recognizing that the protection
of personal information is an important risk man-
agement issue, we updated the Management Regu-
lations for Personal Information Protection, which
were developed in 2005, to take account of current
conditions. More specifically, we have strengthened
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 em-
phasis on ensuring the implementation of the revised
regulations. We are making sure that all employees
are fully informed of and will implement appropriate
management of personal information.
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