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In connection with our exemption as a foreign private issuer pursuant to
Rule 12g3-2(b) under the Securities Exchange Act of 1934, we hereby furnish the
Securities and Exchange Commission with the following information required by Rule
12g3-2(b).

Re:  Kao Corporation — 12g3-2(b) exemption

Ladies and Gentlemen; -

Annex A lists all documents published, filed or distributed by Kao since
March 1, 2007 pursuant to the above requirements and practices. To the extent required by
Rule 12g3-32(b)(4) or as otherwise already available, English translations or summaries
- are attached.

If you have any further questions or requests for additional information
please do not hesitate to contact Vice President, Legal-Global at Ol 1-813-3660-7404
(telephone) or 011-813-3660-7942 (facsimile).

Very truly yours, PROCESSED
Kao Corporation & APR 1 7 2037

By‘Z;zd/ %W

Name: Tadaaki Sugifdmb/”
Title: Vice President

' Legal-Global z
Enclosures: Annex A
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ANNEX A

, LIST OF DOCUMENTS PUBLISHED,
FILED OR DISTRIBUTED SINCE
March 1, 2007

JAPANESE LANGUAGE DOCUMENTS

Corporate Governance Report dated March 28, 2007(A brief description in
English is set forth in Annex B, excerption in English is attached hereto as

Exhibit A-1, and the original document in Japanese is attached hereto as
Exhibit B-1) '




ANNEX B

ENGLISH DESCRIPTION OF
JAPANESE LANGUAGE DOCUMENTS
LISTED IN ANNEX A

(1) Corporate Governance Report

Listed cbmpanies of Tokyo Stock Exchange (TSE) are requested to file
Corporate Governance Report to TSE. This report explains the following
points of Corporate Governance of the listed companies of TSE.

1. Basic Position on Corporate Governance
Status of Corporate Governance System

3. Status of Measures Concerning Respect for the Standpoint of
Stakeholders

4. Basic Policy Regarding the Internal Control System

5. Information Concerning Hostile Takeover Defenses

The report filed since March 1, 2007 include the following information:

L March 28, 2007- Amendment of report is filed due to revision of the
~ following information. '
a. Basic Policy Regarding the Internal Control System, item (2).
Amended part in English excerption (Exhibit A-1) is highlighted in
pink and the corresponding Japanese part (Exhibit B-1) also.
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Corporate Citizenship

Giobal Business

Group Operations

History

Note: The contents of the text herein are excerpts from the Report on Corporate

Governance filed with the Tokyo Stock Exchange on March 28, 2007.

1. Basic Position on Corporate Governance

Kao' s basic position on corporate governance is to develop a managerial framework
and intema!l control system that can take the necessary measures to realize highly

efficient, sound and transparent management with the aim of continuously increasing
corporate value. The Company considers corporate governance to be one of its most

important managerial tasks.

* 'Investor Relations

, Corporate Social
Responsibility

* ‘R&D Activities
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{1) Members of the Board of Directors

The Company has adopted the corporate auditor system. In its current management
structure, the Company has 15 members of the Board of Directors, including two Outside
Directors and the Chairman of the Board of Directors withoul representative rights, and 23
Executive Officers, including 11 who serve concurrently as members of the Board of
Directors.

Information Concerning Main Activities of Outside Directors

During the period from April 2005 through March 20086, the attendance rate of Outside
Directors at the meetings of the Board of Directors was 71.9 percent. At the meetings of
the Board of Directors, Outside Directors regularly give their views on the Company’ s
operations in general, and at every meeting they actively ask questions and express
opinions on various issues from a broad and objective standpoint, based on their
extensive experience. When necessary, they visit the Company’ s domestic and overseas
business sites. -

Support System for Qutside Directors

To enhance discussions at the meetings of the Board of Directors, the Secretariat of the
Board extensively briefs Qutside Directors prior to each meeting on matters including the
background, purpose and contents of proposals on the agenda of the meeting.




(2) Corporate Auditors

The Company’ s Board of Corporate Auditors consists of four Corporate Auditors, including
two Qutside Auditors.

e Status of Cooperation between Corporate Auditors and Accounting Auditor
At the start of accounting audits for each business year, the Corporate Auditors receive
from the Accounting Auditor an audit plan describing the fundamental audit policy, the
major items and sites to be audited and the main contents of the audit. They also
exchange views with the Accounting Auditor concerning the contents of the audit plan.

In the settlement of accounts for the business year, the Corporate Auditors also have an

opportunity to discuss the audit contents with the Accounting Auditor during the course of
the audit. In addition, they receive the audit report from the Accounting Auditor within the
time frame prescribed by law, and receive a summary of the audit results, which are later
used in preparing the audit report of Corporate Auditors.

The Corporate Auditors also contact the Accounting Auditor whenever necessary, and
cooperale with them to contribute to the formation of their respective audit opinions.

o Status of Cooperation between Corporate Auditors and Internal Auditing Functional
Divisions
Corporate Auditors regularly meet on a quarterly or semi-annual basis with the Corporate
Audit Services Department and the Legal & Compliance Division, as well as the internal
auditing functional divisions related to environment & safety, quality assurance, risk
management and other areas, to hear about their activities and exchange opinions. When
necessary, both parties also provide the information they have to the other, which serves
to deepen cooperation and raise the level of each other’ s audit activities.

¢ Information on Other Major Activities of Outside Auditors
During the pericd from April 2005 through March 2006, the attendance rate of QOutside
Auditors at the meetings of the Board of Directors was 93.8 percent. Qutside Auditors
actively provide appropriate questions and statements from a specialized, objective
standpoint at virtually every meeting of the Board of Directors. In addition, during the
period from April 2005 through March 2008, the attendance rate of Cutside Auditors at
meetings of the Board of Corporate Auditors was 92.9 percent. At these meetings as well,
they actively fumnish opinions based on their extensive knowledge and experience. When
necessary, they also participate in audits of domestic business sites.

¢ Support System for Outside Auditors
The Company has a system in which functional divisions such as the Corporate Audit
Services Department and the Legal & Compliance Division provide support for Corporate
Auditors upon request.

(3) Status of Implementation of Measures to Grant Incentives to Members of the Board
of Directors

Regarding remuneration for members of the Board of Directors, the Company has
implemented a stock option plan for the purpose of aligning members of the Board of
Directors’ interests with those of shareholders of the Company. In addition, more than 20
percent of their planned annual remuneration is linked to performance based on EVA*
(Economic Value Added) and the like. However, the Company does not apply performance-
linked remuneration to Qutside Directors.

Note: EVA is a registered trademark of Stern Stewart & Co.

(4) Payment of Remuneration toc Members of the Board of Directors from April 2005
through March 2006
» Remuneration paid to members of the Board of Directors and Corporate Auditors:

To 15 members of the Board of Directors 327 million yen

Notes:




1. The number of members of the Board of Directors is 15 as of March 31, 2006.

2. The Company is authorized to pay remuneration to members of the Board of
Directors subject to the following upper limits.
To members of the Board of Directors: 450 million yen per year, excluding the
salaries etc. paid for services rendered as employee by members of the Board of
Directors who also serve as employees of the Company.
{This upper limit was resolved at the 86th Annual General Meeting of Shareho!ders
held on June 26, 1992)

o Aggregate amount of salaries etc. paid to members of the Board of Directors who are also
employees of the Company, for services rendered as employee:
156 million yen, including bonuses

» Aggregate amount of bonuses paid to Members of the Board of Directors as appropriation
of retained earnings:
70 million yen

(5) Information on Business Execution, Audits and Supervision, Nomination, Setting of
Compensation and Other Functions

In its previous framework of members of the Board of Directors and Corporate Auditors, the
Company introduced the Executive Officer system in June 2002. In its current management
system, the Company has 15 members of the Board of Directors, including two Outside
Directors and the Chairman of the Board of Directors without representative rights, and 23
Executive Officers, including 11 who serve concumrently as members of the Board of
Directers. The Company is giving angoing consideration as to whether it should become a
“Company with three committees” as defined by the Corporation Law, as it believes this is a
management issue of great importance. However, the Company has established a
“Compensation Advisory Committee” and a “Committee for the Examination of the
Nominees for the Chairman of the Board of Directors and the President,” which perform
functions similar to those of the committees in a “Company with three committees.”

The Compensation Advisory Committee consists of the Representative Directors, the
Chairman of the Board of Directors and all Qutside Directors. At this Committee, the
Representative Directors obtain opinions with respect to the compensation system and level
of compensation for the members of the Board of Directors and Executive Officers. The
Committee convenes once a year during the executive compensation review period. In the
year ended March 31, 2006, the Committee held a meeting with the attendance of all
commiftee members, who judged that the compensation system and level of compensation
for members of the Beard of Directors and Executive Officers currently in office were
appropriate. This result was reported to the meeting of Business year.

The Committee for the Examination of the Nominees for the Chairman of the Board of
Directors and the President consists exclusively of all Qutside Directors and all Outside
Carporate Auditors. This Committee examines the nominees prior to the election or re-
election of the Chairman of the Board of Directors and/or the President and submits its
evaluation of the nominees’ qualifications to the Board of Directors. The Committee was hetd
with the attendance of all committee members prior to the election of the new Chairman of
the Board of Directors and new President in June 2004, and prior to the selection of re-
election nominees for Chairman of the Board of Directors and President in June 2006 re-
elected at the meeting of the Board of Directors after the resolution of the Annual General
Meeting of Shareholders in 2006. After the examination, the committee submitted to the
Board of Directors its opinion that there were no problems concerning the qualifications of the
nominees.

In addition, the accounting firm Tohmatsu & Co., which is the Company’ s Accounting
Auditor, voluntarily ensures that any of its employees who become involved in auditing the
Company will not be involved in the audit for more than a certain period. The Company and
the accounting firm have entered into a contract for audits based on the Corporation Law and
the Securities and Exchange Law.




3. Status of Measures Congerning Respect for the Standpoint of
Stakeholders

¢ Rules for Respecting the Standpeint of Stakeholders through Internal Regulations, etc.
The Kao Way, an essence of the Company’ s corporate philosophy, states that “Our
mission is ‘to strive for the wholehearted satisfaction of the lives of people globally
through the Company’ s core domains of cleanliness, beauty and health.’ ” The “Vision”
section of the Kao Way stipulates that “We aim to be ‘a global group of companies that
is closest to the consumer/customer in each market,” eaming the respect and trust of all
stakeholders and contributing to the sustainable development of society.” In addition,
the Principles of Corporate Ethics in the Kao' s Business Conduct Guidelines states that
“Kao Corporation seeks to be an honest and exemplary company, guided by sensible
and fair actions and driven by a fundamental adherence to ethical principles that go
beyond mere compliance with laws to eamn the true respect of all stakeholders.” The
text also describes specific details about Kao' s conduct guidelines to respect the
standpoint of stakehclders.

e Implementation of Environmental Preservation Activities and CSR* Activities

- The CSR Committee, chaired by the President & CEOQ, and the Committee for
Responsible Care Promotion, chaired by a member of the Board of Directors, draw up
and review basic policies for business activities, and have set up specialized sections to
promote concrete activities on a day-to-day basis. The previously issued Environment,
Safety and Health Report and the Environment, Safety and Social Report are issued
from 2005 as the CSR Report, which reports on Kao' s pasition on CSR and its various
CSR-related activities.
* Corporate Social Responsibility

¢ Formulation of Policies, Efc., for Information Disclosure to Stakeholders |
The Disclosure Committee, formed in September 2005, formulated a basic policy in May
2006. The policy includes Kao’ s commitment to disclosing information to shareholders,
investors and all stakeholders in a timely, accurate and impartial manner by continuing
prompt disclosure of information that falls under the Rutes on Timely Disclosure of
Corporate Information by Issuer of Listed Security and the Like provided by Tokyo Stock
Exchange, in compliance with the Corporation Law, the Securities and Exchange Law
and various ordinances.

4, Basic Policy Regarding the Internai Control System

The Company has established an Internal Control Commiittee chaired by the President
and CEOC. An important task of the committee is to develop a management structure,
organization and system that facilitates legally compliant, efficient, sound and highly
transparent management that aims to consistently increase corporate value, and for this
objective, the Company implements the following systems.

{1) System to ensure that Members of the Board of Directors’ and employees’

" execution of their duties conforms to laws and the Articles of Incorporation

Members of the Board of Directors, Executive Officers and employees of the Kae Group
companies should act with integrity based on “Kao' s Business Conduct Guidelines,”
which govern compliance with laws, the Articles of Incorporation, internal rules and
social ethics. The Compliance Committee, chaired by the Member of the Board of
Directors in charge of compliance, promotes this compliance. Monitoring by the




Corporate Audit Services as well as notices and reports to the Compliance Reporting
Hotline from concerned parties in and outside the Company enable Kao to quickly
gauge the state of compliance, work to quickly resolve any issues that arise, and take
appropriate steps to prevent the recurrence of similar cases.

(2),System for retention and management of information concerning Member of *

{ the'Board of Directors’ execution of their duties)

Mrmatlon (minutes, décision records and their_relevant materials, account books and /
(records, and other mformatlon and the like) related to members of the Board of
LIFECtOFS executlon of the|r dutles is properly retained and managed according to the’
[document retention and management policies and other related policies. Members of
the Board of Directors, Corporate Auditors and employees designated by them may,
access such mformatlon at any time. }

(3} Rules and other systems concerning risk management

Risks involved in business strategies are analyzed and countermeasures are discussed
by the relevant depariments; when necessary, discussion of these risks and
countermeasures takes place in meetings of the Board of Directors or the Executive
Committee. Risks in business operations are managed in accordance with the Kao's
Risk Management Policy. The Risk Management Committee, chaired by the member of
the Board of Directors in charge of risk management, promotes risk management
throughout the Kao Group companies and develops countermeasures for disasters and
other emergencies. In the event of a serious crisis, countermeasures headquarters,
which should be headed by the President and CEO, is set up to respond to the crisis.

{4) System to ensure that Members of the Board of Directors efficiently execute
their duties

After determining the direction to be focused on in a mid-term business plan the Board
of Directors reflect it in the mid-term plans of each department and subsidiary. The mid-
term plans are reviewed annually by the Board of Directors and the Executive
Committee, and necessary adjustments are made in response to the progress of the
plans and changes in the business environment. The Executive Committee reviews,
monthly or whenever appropriate, the progress of the revenue and expenditure plan and
other impartant business plans, extracts the main issues and then implements
measures in response. In order to separate supervision and execution functions and to
ensure the effectiveness of these functions, the decision rules for the Board of Directors
and the Executive Committee are reviewed as necessary.

(5) System to ensure the appropriateness of business operations in the Kao
Group - '

The Internal Control Committee and related committees promote various policies o
make sure that the business activities of the Company and its subsidiaries canform to
laws and respective articles of incorporation. In addition, they promote and monitor
efforts to ensure the appropriateness and efficiency of business operations throughout
the Kao Group companies, and report regularly to the Board of Directors.
Representative Directors, members of the Board of Directors in charge of business
operations and Executive Officers provide guidance for the development of appropriate
internal control systems for Kao Group companies, according to their respective duties.
In addition, to ensure the appropriateness of business operations at subsidiaries, they




make improvements to the rules for periodic reports from subsidiaries and enhance
internal audit functions.

{6) Employees to be assigned if Corporate Auditors request staff to assist in their
duties

tn the event that a request be made by Corporate Auditors for assignment of staff to
provide assistance to conduct their audits effectively, the members of the Board of
Directors should assign employees after discussing specific personnel selection with the
Corporate Auditors.

{7) Independence of employees in the preceding paragraph from memhers of the
Board of Directors :

In assignment, evaluation, transfer and disciplinary action of or to employees who assist
in the duties of Corporate Auditors, the opinions of the Board of Corporate Auditors
should be solicited and respected.

(8) System for Members of the Board of Directors and employees to report to
Corporate Auditors, and other systems concerning reporting to Corporate
Auditors

Corporate Auditors may attend meetings of the Executive Committee, the Intemnal
Control Committee and related committees, and may access the minutes, decision
records and other documents of important meetings at any time. They may also receive
activity reports from the head of each division, and have regular exchanges of views
with Representative Directors. In addition, members of the Board of Directors should
promptly report to Corporate Auditors any fact that may potentially cause significant
harm to the Company or any occurrence of a serious violation of laws or the Articles of
Incorporation. '

{9) System to ensure that audits by Corporate Auditors are conducted effectively

To conduct efficient and effective audits, Corporate Auditors maintain a close
cooperative relationship, which includes the exchange of information, with the
Accounting Auditor and the internal audit functional departments such as the Corporate
Audit Services, as well as corporate auditors and internal audit departments of
subsidiaries. In addition, Corporate Auditors may independently receive support from
outside specialists such as lawyers and certified public accountants when necessary.

5. Information Concerning Hostile Takeover Defenses

The Company decided not to submit any proposals regarding defensive measures
against hostile takeovers to its Annual General Meeting of Shareholders held in June
2006. However, the Company believes that implementing defensive measures is an
important task for management, and continues to study the pros and cons of introducing
reasonable defensive measures against hostile takeovers. The Company also closely
monitors development of the Japanese legal system and trend of business society.

The Company hopes to atiract shareholders who will hold Kae' s stock on the long term
basis. The Company is committed to rewarding such long-term shareholders by




increasing corporate value over the long term through vigorous business activities linked
to increasing EVA, and by enhancing sharehclder returns, including dividends™*. The
Company believes that increasing corporate value and enhancing shareholder returns
will be duly reflected in Kao's stock price in the market and.its market value, which will
in turn discourage hostile takeovers that could not be in the best interests of
shareholders.

At the same time, through its CSR and other activities, the Company promotes
understanding of its contribution to global society among all stakeholders. By doing so,
the Company expects to increase trust of stakeholders towards its management, which,
it believes, will act as a major deterrent to such hostile takeovers.

* The Company has set a target payout ratio of 40 percent on a consolidated basis.

» Legal Staternant = Privacy Policy
Copyright @ 1994-2007 KAO CORPORATION. All Rights Reserved,
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