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Ladies and Gentlemen:

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).

Annex A lists all documents published, filed or distributed by Kao since
May 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 are attached
Original Japanese documents of Annex A are set forth in Annex B hereto

If you have any further questions or requests for additional information
please do not hesitate to contact Vice President, Legal-Global at 011-813-3660-7404
(telephone) or 011-813-3660-7942 (facsimile)
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Very truly yours, 7 JUN 2 0.2007
Kao Corporation Fﬂmga?

(‘,ﬂé"‘%ﬁ

Name: Tadaaki Sugiy#fna
Title: Vice President

Legal-Global
Enclosures: Annex A
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ANNEX A

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

ENGLISH LANGUAGE DOCUMENTS

Press release dated May 21, 2007
“Kao Announces Partial Amendments to Articles of Incorporation”

(Attached hereto as Exhibit A-1 and the original document in Japanese is
Exhibit B-1)

Press release dated May 21, 2007

“Basic Idea and Policy Concerning Reduction of the Minimum Investment
Unit” (Attached hereto as Exhibit A-2 and the original document in
Japanese is Exhibit B-2)

Notice of the 101st Annual General Meeting of Shareholders dated May 31,

2007 (Attached hereto as Exhibit A-3 and the original document in Japanese
is Exhibit B-3)



Exhibit A-1

NFCTIVED

Ao A b
:'f-_’iE";.—'l ia
O




Kao Corporation

Kao Announces Partial Amendments to Articles of Incorporation

Mayv 21, 2007
Kao Corporation (the "Company”) hereby makes the following announcement: the Board of
Directors, at the meeting of the Board of Directors held on the date hereof, resolved that the

proposal to make the partial amendments to Articles of Incorporation be made to the
shareholders at the 101™ Annual General Meeting of Sharcholders to be held on June 28, 2007.

1. Reasons for the Amendments
In order to reflect the worker dispatching business of subsidiarics of the Company, the Company
will add a new item to its business purposes in Article 2 of the current Articles of Incorporation

and will appropriately adjust the numbers of rclevant items in Article 2 of the current Articles of
Incorporation,

2. Dctails of the Amendments
Details of thc amendments are described in the Atachment.

3. Schedule
Datc of the Annual General Meeting of Sharcholders for amendments to Articles of
Incorporation: June 28, 2007

Effective date of the amendments: June 28, 2007

Media inquiries should be directed to:
Corporate Communications Department
Kao Corporation

Phone: +81-3-3660-7043

Fax: +81-3-3660-7044
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Altachment:
Details of the Amendments

The following changes will be made to the Articles of Incorporation:

(Underlined parts will be changed)

Current Articles of Incorporation (Extracts)

Propused Amendments

{Purposes)

Article 2. The purposes of the Company shall

be to engage in the lollowing businesses:

1. Manufacture and sale of the following products:
(1} Personal care products such as soap,

shampoo, toothpaste and bath additives;

{2) Cosmetics such as creum, lipsticks and
foundation;

(3) Houschold products such as detergents,
bleach, fabric sofiener, starch and home
cleaning products;

(4) Hygiene products such as sanitary napkins
and disposable diapers;

(3) Foodstufls, food additives and heverages;

(6) Paper, pucking and packaging materials,
goods for daily use, and clothing;

(7) Pet foods and pet care products;

(8) Pharmaceuticals, quasi-pharmaccuticals,
medical equipment, pharmaceuticals and
quasi-pharmaceuticals for animals,
agricultural chemicals, fertilizers, feed,
reagents and chemicals;

(9) Chemical products such as oleo chemical
products and their derivatives, surface active
agents, high melecular compounds,
enzymes, fragrances and flavers; and

(1) Information technology equipment and
home electnieal appliances.

. Development and sale of inlormation systems,
and services related 1o information processing
and communteation;

3. Publishing and scrvices related o the supply of

nformation;

4. Operation and services related to hair salons,
esthetic salons and spas etc.;

3. Cargo transportation via trucking, utilization of
freight forwarding and warehousing business;

6. Sale, purchase, lease and management of real
estate, insurance agency services and travel
business;

7. Operation of tratning institute and
accommodations;

(New provision)

8. Disposal of disused items by the Company and
its subsidianies and aliliates;

9. Design, development and production of’
machinery, equipment, systems and computer
software related to each of the above ttems, and
sale and consuhation of the related technologies;

b

10 Import and export of raw materials, products and

by-preducts related to each of the above items;

11. All other busincss activities incidental to the

foregoing.
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(Purposesi
Article 2.
be o engage in the following businesses:

1.

)

The purposes of the Company shall

Unchanged

Worker dispatching busimess;

(Sume as current Item 8)

. (Samwe as current ltem %)

11. (Same as current hiem 10)

. (Samc as current Item 11)
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wotirioY Lo Basic Idea and Policy Concerning

Reduction of the Minimum Investment Unit

May 21, 2007

Kao Corporation (“Kao™’) belicves that the sufficient hquidity of sharcs and participation of a
large number of investors in the stock market are necessary for appropriate stock prices to be sct
in the stock market, and that reducing the minimum investment unit would contribute to this
objective. In terms of its price, the minimum investment unit for Kao shares is ranked relativelv
high among the stocks listed on the Tokyvo Stock Exchange (“TSE™). Kao, however, has not
reduced its minimum investment unit to this date, mainly for the following reasons: a reduction
of the minimum investment unit would have constdcrable cost impacts to Kao shareholders;
Kao has rcgarded the liquidity of its shares on the TSE to have been ranked relatively high on a
continuous basis and, in fact, Kao had approximately as many as 41,000 sharcholders as of
March 31, 2007, of which approximately 39,000 were individual sharcholders; and there have
been continued discussions concerning the condensing of various trading unit levels for listed
stocks.

Nevertheless, Kao continucs to consider ¢ffecting a reduction of the minimum investment unit
after the swilchover to the electronic share certificale system (scheduled for January, 2009),
taking mte account (actors such as: the desirable minimum investment unit levels stipulated in
the Rules on Timely Disclosure of Corporate Information by the Issuer of Listed Sccuritics; the
desirable trading unit levels to be set as goals according to the Interim Report of the Advisory
Group on Improvements to the TSE Listing System published in March 2007; and trends among
individual sharcholders.

Media inquirics should be directed to:
Corporate Communications Department
Kao Corporation

Phone: +81-3-3660-7043

Fax: +81-3-3660-7044
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Kao Corporation N Kaqg

14-10, Nihonbashi Kayabacho 1-chome, Chuo-ku, TOKYO 103-8210 JAPAN

May 31, 2007

< NOTICE OF THE 101" ANNUAL GENERAL MEETING OF SHAREHOLDERS
To Qur Shareholders:

Kao Corporation (the “Company™) is pleased to announce that the 101" Annual General Meeting of
Shareholders of Kao Corporation {(“AGM™) will be held on June 28, 2007 at 10:00 a.m., at 1-3, Bunka 2-chome,
Sumida-ku, Tokyo, Japan., At the AGM, sharcholders who hold one thousand (1,000) or more shares of record
as of March 31, 2007 (“Shareholders™) will be presented with the Business Report, the Consolidated Financial
Documents and Financial Documents for the fiscal year which ended on March 31, 2007. For your reference,
we have enclosed a copy of our Business Results announced on April 23, 2007 and an English summary of the
Business Report. At the AGM, Shareholders will be asked to vote on the following agenda items: (Please note
that a shareholder is entitled to one vote per unit of shares, with each unit consisting of one thousand (1,000)
shares.)

Proposal for Appropriation of Retained Earnings

Partial Amendments to the Articles of Incorporation

Election of one (1) Corporate Auditor

Election of one (1) Alternate Corporate Auditor

Delegation to the Meeting of the Board of Directors of the Company of Determination of Matters
for Offering of Stock Acquisition Rights to be Issued as Stock Options

6: Revision to the Aggregate Amount of Remuneration, etc., of Members of the Board of Directors

Y

As we attach great importance to your exercise of voling rights at the AGM, we have enclosed, for your
convenience, an English summary of the Proxy Statement, the original of which is in the Japanese language and
is being distributed to all registered shareholders or their standing agents in Japan. As a Japanese company, we
face strict quorum requirements for some of the agenda items listed above, Therefore, we strongly urge you to
exercise your voting rights at the AGM.

As part of our ongoing effort to improve the quality of communications with our foreign investors and to
increase the voting participation of foreign investors at the AGM, the Company has retained Georgeson as our
Global Information Agent to assist us with the AGM. [f you have any questions, please contact Cas Sydorowitz
at +44-870-703-0302 or cas.sydorowitz@@georgeson.com, or Simone Alfredo Garofalo at +39-06-421-71716 or
sa.garofalo@georgeson.com. The enclosed materials are also available on our website at
http://www.kao.co.jp/en/ir/shareholders/index.html

PLEASE CONTACT YOUR BROKER OR CUSTODIAN WITH YOUR VOTING INSTRUCTIONS AS
SOON AS POSSIBLE BUT NO LATER THAN JUNE 20, 2007.

Thank you very much for your attention,

Very truly yours,

M ok
ISIN JP3205800000 e 75
SEDOL 6483800 Motoki Qzaki

TSE 4452 President and Chief Executive Officer




Kao Corporation

English Summary of the PROXY STATEMENT

The Proxy Statement of Kao Corporation (the “Company”) in the Japanese language has been prepared for
the purpose of the 101st Annual General Meeting of Shareholders of Kao Corporation (the “AGM”) to be
held on June 28, 2007 at 10:00 a.m., at 1-3, Bunka 2-chome, Sumida-ku, Tokyo, Japan, and is furnished to
all shareholders of Kao Corporation holding at least one Unit Share* (“Shareholders™) of record as of
March 31, 2007 (the “Record Date™).

All Shareholders have valid voting rights and are entitled to vote at the AGM. In order to properly transact
business at the AGM, Shareholders holding more than one third of all the voting rights as of the Record
Date must be present either in person or be represented by proxy at the AGM.

*Note: A shareholder is entitled to one voting right per Unit Share, with each Unit Share consisting of one
thousand (1.000) shares.

PROPOSAL I1: PROPOSAL FOR APPROPRIATION OF RETAINED EARNINGS
The following appropriation of retained earnings is proposed:

1. Matters concerning Distribution of Year-end Retained Earnings
The Company considers the stable and continuous distribution of dividends to be important, and
currently has a target consolidated payout ratio (i.e., the ratio of dividends to consolidated net income,
which is the consolidated income after tax) of approximately 40%.

Accordingly, the following cash distribution of the year-end retained earnings is proposed:

{1} Matters concerning Assets to be Distributed to Shareholders and Aggregate Amount Thereof
26.00 ven per share of common stock of the Company
Aggregate amount of distribution: 14,186,906,058 yen

(2) Effective Date of Distribution of Retained Earnings
June 29, 2007

If this proposal is adopted without any amendment, then, by adding the interim dividends of 26.00 ven
per share to the above year-end dividends of 26.00 yen per share, the total dividends for this fiscal
year will be 52.00 yen per share, an increase of 2.00 yen per share over the previous fiscal year,
representing a consolidated payout ratio of 40.2%.

2. Matters concerning Other Appropriations of Year-end Retained Earnings:
(1) ltems and Amounts of Retained Earnings to be Increased
General reserve:  28,000,000,000 yen
(2) Items and Amounts of Retained Earnings to be Reduced
Retained earnings carried forward to the next period:  28,000,000,000yen

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF
PROPOSAL L.

PROPOSAL?2: PARTIALAMENDMENTS TO THE ARTICLES OF INCORPORATION

1. Reason for the Amendments
In order to reflect the worker dispatching business of subsidiaries of the Company, the Company will
add a new item to its business purposes in Article 2 of the current Articles of Incorporation and will
appropriately adjust the numbers of relevant items in Article 2 of the current Articles of Incorporation.

.1.




Annual bencral Mcocting ol shdarenolders
Meeting Date: June 28, 2007

2. Details of the Amendments

The following changes will be made to the Articles of Incorporation:

(Underlined parts will be changed)

Current Articles of Incorporation (Extracts)

Proposed Amendments

(Purposes)

Article 2. The purposes of the Company shall be

to engage in the following businesses:

1. Manufacture and sale of the following products:

(1) Personal care products such as soap,
shampoo, toothpaste and bath additives;

(2) Cosmetics such as cream, lipsticks and
foundation;

(3) Household products such as detergents,
bleach, fabric softener, starch and home
cleaning products;

(4) Hygiene products such as sanitary napkins
and disposable diapers;

(5) Foodstufts, food additives and beverages;

(6) Paper, packing and packaging materials,
goods for daily use, and clothing;

(7) Pet foods and pet care products;

(8) Pharmaceuticals, quasi-pharmaceuticals,
medical equipment, pharmaceuticals and
quasi-pharmaceuticals for animals,
agricultural chemicals, fertilizers, feed,
reagents and chemicals;

{9) Chemical products such as oleo chemical
products and their derivatives, surface active
agents, high molecular compounds,
enzymes, fragrances and flavors; and

(10) Information technology equipment and
home electrical appliances.

. Development and sale of information systems,
and services related to information processing
and communication;

. Publishing and services related to the supply of
information;

. Operation and services related to hair salons,
esthetic salons and spas etc.;

. Cargo transportation via trucking, utilization of
freight forwarding and warehousing business;

. Sale, purchase, lease and management of real
estate, insurance agency services and travel
business;

. Operation of training institute and
accommodations;

(New provision)

. Disposal of disused items by the Company and its
subsidiaries and affiliates;

. Design, development and production of
machinery, equipment, systems and computer
software related to each of the above items, and
sale and consultation of the related technologies;

. Import and export of raw materials, products and
by-products related to each of the above items;

11. All other business activities incidental to the

foregoing.
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Article 2.  The purposes of the Company shall be
to engage in the following businesses:
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Worker dispatching business:
(Same as current ltem 8)

8.
9.

10. {Same as current Item 9)

11. (Same as current ltem 10)

12. (Same as current Item [1)
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THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAYOR OF THIS
PROPOSAL 2.

PROPOSAL 3:

ELECTION OF ONE (1) CORPORATE AUDITOR

Of the four (4) incumbent Corporate Auditors, the term of office of Mr. Tsuneo Ejiri will expire at the
conclusion of the AGM. Accordingly, it is proposed that one (1) Corporate Auditor be elected.

The Board of Corporate Auditors has approved the submission of this proposal to the AGM.

Provided below are the relevant personal details and a career summary of the nominee.

Number of
Name and Career Summary Company
Date of Birth Shares Owned
April 1974 Joined the Company
. July 2001 Controller, International Business, Consumer
Takashi
Matsuzaka Products
March 2003 Vice President {In charge of Proje:t), 1,000
(October 21, . . .
1950) International Business, Consumer Products
March 2005 Vice President, Global Information
Systems(current)

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF THIS
PROPOSAL 3.

PROPOSAL4: ELECTION OF ONE (1) ALTERNATE CORPORATE AUDITOR

The effect of the resolution of the 100th Annual General Meeting of Shareholders held on June 29, 2006,
under which Mr. Eiji Asada was elected as an Alternate Outside Corporate Auditor, will expire as of the
start of the AGM. Accordingly, it is proposed that one (1) Alternate Qutside Corporate Auditor be
elected.

The Board of Corporate Auditors has approved the submission of this proposal to the AGM.

Provided below are the relevant personal details and a career summary of the nominee.

Number of

DN:m"; aB["dh Career Summary Company

ate of Birt Shares Owned

October 1970 Registered as Certified Public Accountant

Eiji Asada January 1996 Auditor, The Kao Foundation For Arts And

(January 29, Sciences (current) 0
1939) July 2004 Established Eiji Asada Certified Public
Accountant Office (current)
Notes:

1
2.

3

There are no special interests between the Company and Mr. Asada.

The Company expects that Mr. Asada will effectively use, in the audit of the Company, his professional
expertise as a certified public accountant and his considerable views about management.

Although Mr. Asada has never been directly involved in company management, the Company for the
reason explained in 2. above, determined that Mr. Asada is capable of suitably carrying out his duties as
an Outside Corporate Auditor of the Company.

. While Mr. Asada served as an Quiside Corporate Auditor of Sumitomo Metal Industries, Ltd,, Sumitomo

.3.
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Metal Industries, Lid. committed an act of violation of the Antimonopoly Law in connection with the
construction of the upper part of a stee! bridge, the order for which was placed by way of competitive
bidding. In response to this incident, Mr. Asada, who had suitably made comments at the meetings of the
‘Board of Directors of Sumitomo Metal Industries, Ltd. from the perspective of compliance, prior to the
incident, made proposals to Sumitomo Metal Industries, Lid, concerning the reinforcement of its
compliance system to prevent the recurrence of a similar situation.

Furthermore, while Mr. Asada served as an Qutside Corporate Auditor of Fudo Construction Co., Lid,
{currently Fudo Tetra Corporation), a former employee of Fudo Construction Co., Ltd. was convicted in
the case of a violation of the Penal Code in respect of his involvement in collusive bidding for a
construction project, the order for which had been placed by the Tokvo Metropolitan Government,
Although Mr. Asada was not the Quiside Corporate Auditor of Fudo Construction Co., Ltd. when the
violation of the Penal Code took place, Mr. Asada, in response to this incident, made proposals to Fudp
Construction Co., Ltd. concerning the reinforcement of its compliance system to prevem the recurrence
of a similar situation.

3. If Mr. Asada assumes office as an Outside Corporate Auditor of the Company, the Company and Mr.
Asada will enter into an agreement to the effect that Mr. Asada s liability under Article 423, Paragraph
lof the Corporation Law will be limited to the higher of: 10 million yen; or any amount prescribed by
applicable laws and regulations.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF THIS
PROPOSAL 4.

PROPOSAL 5: Delegation to the Meeting of the Board of Directors of the Company of
Determination of Matters for Offering of Stock Acquisition Rights te be Issued as
Stock Options

The Company seeks from its shareholders, approval for delegating to the Board of Directors the
determination of matters for offering of stock acquisition rights to be issued as stock option to the
Company's employees, and the members of the board of directors and employees of the Company’s
affiliated companies in accordance with Articles 236, 238 and 239 of the Corporation Law.

I. Reason for Offering to Parties to Subscribe for Stock Acquisition Rights under Especially Favorable
Terms

To implement the stock option plan with the purpose of increasing the Company’s corporate value
through aligning the interests of its employees, and the members of the board of directors and
employees of the Company’s affiliated companies with those of shareholders of the Company.

2. Details and Maximum Number of Stock Acquisition Rights, for the Offering Terms that the Board of
Directors is Entitled to Determine, Based on Matters to be Approved at the AGM

(1) Maximum Number of Stock Acquisition Rights, for the Offering Terms that the Board of Directors is
Entitled to Determine, in accordance with the Delegation of the approval by the AGM

Maximum Number:
Up to 500 Stock Acquisition Rights with the terms provided for in (3) below

The total number of shares that can be delivered upon exercise of stock acquisition rights will not
exceed 300,000 shares in the Company’s common stock. [f the Allotted Number of Shares (defined
below) is adjusted in accordance with (3)(i) below, then the total number of shares to be issued upon
exercise of the stock acquisition rights will be adjusted accordingly but not exceed the product of: the
adjusted Allotted Number of Shares; and the above total number of stock acquisition rights.

(2) The Board of Directors must not require any pecuniary payment for stock acquisition rights when
deciding the offering terms in accordance with the delegation of the decision by the AGM.

.4.
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(3} Details of the Stock Acquisition Rights as the Offering Terms which the Board of Directors is Entitled
to Determine in Accordance with the Delegation of the Decision by the AGM

(i) Type and Number of Shares to be Delivered upon the Exercise of Siock Acquisition Rights

The type of shares to be delivered upon exercise of the stock acquisition rights will be shares of the
Company’s common stock, and the number of shares to be delivered upon exercise of each Stock
Acquisition Right (“Allotted Number of Shares™) will be 1,000 shares. If, however, after the date of
allotment of the stock acquisition rights (“Allotment Date™), the shares in Company’s common stock
are subject to any stock split {including any gratis allotment of the shares of the Company’s common
stock; and the same being applied whenever “stock split” is mentioned in the following paragraphs)
or any stock consolidation, the Company may adjust the Allotted Number of Shares as it considers
necessary, and the Allotted Number of Shares will be adjusted using the following formula, rounding
up to the nearest yen any fraction less than one yen resulting from the adjustment:

Adjusted Allotted
Number of Shares

Number of Shares
before Adjustment

Stock Split/Stock consolidation
Ratio

In addition to the above, if, after a resolution at the AGM, there is an unavoidable reason for
requiring the adjustment of the Allotted Number of Shares, the Allotted Number of Shares will be
adjusted to a reasonable extent,

(ii) Calculation of Value of Assets Contributed upon Exercise of the Stock Acquisition Rights

The value of the assets to be contributed upon the exercise of each stock acquisition right will be
equal to the product of: the amount to be paid for each share delivered upon the exercise of stock
acquisition rights (“Exercise Price”}; and the Allotted Number of Shares. The Exercise Price will be
equal to the product of: 1.05; and the average of the daily closing prices (including both the bid/offer
indications) of common stock of the Company in the regular transactions at the Tokyo Stock
Exchange for thirty consecutive trading days (excluding the days on which no transactions are made)
commencing on the 45th trading day prior to the next day of the Allotment Date, with any fraction
Jess than one yen rounded up to the nearest yen. If the foregoing arnount is less than the closing price
of the common stock of the Company in the regular transactions at the Tokyo Stock Exchange on the
Allotment Date, that closing price will be the Exercise Price.

Furthermore, where the Company, in respect of its shares in coramon stock, issues new shares or
disposes of its treasury shares at a price less than the market price, the Exercise Price will be adjusted
using the following formula, with fraction less than one yen resulting from the adjustment rounded
up to the nearest yen. However, the Exercise Price will not be adjusted in the event of any conversion
of securities being convertible to the Company’s common stock, any exercise of stock acquisition
rights which may claim for issuance of the Company’s common stock (including the purchase right
with bonds with share purchase warrant), any transfer to stock option helders of the Company's
treasury shares acquired by the Company based on the resolutions of the 95th Annual General
Meeting of Shareholders held on June 28, 2001, any transfer based on any shareholder’s claim for
sale in relation to any shares that are less than one unit share, or the transfer of treasury shares owned
by the Company due to a share-for-share exchange.

Number of -
Number of cro Paid-in Value
. Newly Issued
Previously Per Share
Shares

, . Issued Shares + -
Exercise Price  x Market Price

Adjusted

Number of
Newly Issued Shares

Number of
Previously Issued Shares

= before

Exercise Price Adjustment

.5.
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In the above formula, “Number of Previously Issued Shares™ means the aggregate number of issued
- shares less the treasury shares held by the Company. Where the Company disposes of its treasury
shares, “Number of Newly Issued Shares” will read as “Number of Treasury Shares to be Disposed
of.” In addition to the above, after the Allotment Date, if there is an unavoidable reason for requiring
the adjustment of the Exercise Price, such as the reduction of its stated capital, the Exercise Price will
be adjusted to a reasonable extent considering the conditions for the reduction of its stated capital.

After the Allotment Date, where the Company conducts any stock split or stock consolidation in
respect of its shares in common stock, the Exercise Price will be adjusted in proportion to the stock
split or stock consolidation ratio of those shares, with any fraction less than one yen resulting from
the adjustment rounded up to the nearest yen.

{iii)Period for Exercising Stock Acquisition Rights
From September 1, 2009 to August 29, 2014

(iv)Matters Concerning an Increase in Capital Stock and Capital Surplus in the Event of Issuance of
Shares upon the Exercise of Stock Acquisition Rights

(a) The amount of an increase in the capital stock, in the event of the issuance of shares upon the
exercise of stock acquisition rights, will be equal to one half (1/2) of the maximum increase in the
amount of capital or the like calculated in accordance with Article 40, Paragraph | of the
*Corporate Calculation Rules,” with any amount less than one yen resulting from the calculation
rounded up to the nearest yen.

{b) The amount of an increase in the capital surplus in the event of the issuance of shares upon the
exercise of stock acquisition rights will be equal to the amount of the maximum increase in the
amount of capital or the like provided for in {(a) above, less the amount of the increase in capital
stock provided for in (a) above,

(v) Restrictions on Acquiring Stock Acquisition Rights by Transfer

Acquiring stock acquisition rights by transfer is subject to the approval of the Board of Directors
by resolution.

{(vi) Reasons and Terms for Acquiring Stock Acquisition Rights

The Company may acquire gratis stock acquisition rights, if a proposal for approval of a merger
agreement, under which the Company is to become a dissolved company, a proposal for the approval
of a demerger agreement or plan under which the Company is to become a demerged company, or a
proposal for the approval of a share-for-share exchange agreement or a stock transfer plan under
which the Company is to become a wholly-owned subsidiary, is approved at the Company’s General
Meeting of Shareholders (or if the Board of Directors resolves to proceed with any of the foregoing
proposals in a case where a resolution of a General Meeting of Sharcholders is not required), on the
date separately determined by the Board of Directors.

(vii) Handling of Stock Acquisition Rights Upon Restructuring

In the event the Company conducts a merger (limited to where the Company is dissolved as a result
of the merger), an absorption-type merger (Kyushu gappei), an incorporation-type merger {(shinsetsu
gappei) or an absorption-type demerger (kyushu bunkatsu), an incorporation-type demerger
(shinsetsu bunkatsu), a share-for-share exchange (kabushiki kokan), or a stock transfer (kabushiki
iten)(collectively “Restructuring’), stock acquisition rights of one of the stock corporations listed in
Article 236, Paragraph 1, Item 8(a) through (c) of the Corporation Law (as the case may
be)(“Restructured Company™) will be delivered to the holders of the stock acquisition rights
remaining at the time the Restructuring takes effect (“Remaining Stock Acquisition Rights™) in

-6.
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accordance with the following conditions. In this case, the Remaining Stock Acquisition Rights will
be forfeited and the Restructured Company will newly issue stock acquisition rights.

However, the foregoing applies only where the delivery of the stock acquisition rights of the
Restructured Company, in accordance with the following terms, is provided for in the relevant
absorption-type merger agreement, incorporation-type merger agreement, absorption-type demerger
agreement, incorporation-type demerger plan, share-for-share exchange agreement, or stock transfer
agreement:

(a) Number of Stock Acquisition Rights of the Restructured Company to be Delivered

Stock acquisition rights will be delivered to the respective holders of Remaining Stock
Acquisition Rights in the same number as the Remaining Stock Acquisition Rights held by them.

(b) Type of Shares of the Restructured Company to be Delivered upon Exercise of Stock Acquisition
Rights

Restructured Company’s common stock

(c) The number of shares of the Restructured Company delivered upon Exercise of Stock
Acquisition Rights

A decision will be made subject to (3)(i) above, considering the terms for the Restructuring.

(d) Value of Assets Contributed upon Exercise of Stock Acquisition Rights
The value of assets contributed upon the exercise of each stock acquisition right is equal to the
product of: the paid-in amount after the restructuring, which is obtained by adjusting the
Exercise Price based on (3){ii) above, considering factors such as Restructuring terms; and the
number of shares of the Restructured Company delivered upon exercise of those stock
acquisition rights, determined in accordance with (c) above.

(e) Exercise Period for Stock Acquisition Righis
A period commencing on either the initial date of the period for exercising stock acquisition
rights as provided for in (3)(iii) above, or the effective date of the Restructuring, whichever event
occurs later, and ending on the date of expiration of the period for exercising stock acquisition

rights as provided for in (iti) above

{f) Matters Concerning Increase in Capital and Capital Reserves !n the Event of Issuance of Shares
upon Exercise of Stock Acquisition Rights

To be decided subject to (3)(iv) above
(g) Restrictions on Acquiring Stock Acquisition Rights by Transfir

Acquiring stock acquisition rights by transfer is subject to the approval of the Board of Directors
of the Restructured Company by reselution

(h) Terms and Conditions for Acquiring Stock Acquisition Rights
To be decided subject to (3)(vi) above
(viii) Handling of Fraction Less than One Share upon Exercise of Stock Acquisition Rights

Any fraction less than one share in the number of shares to be delivered to any stock acquisition right
holder who has exercised stock acquisition rights will be rounded down.
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Annual General vieeting of Snarehelders
Meeting Date: June 28, 2007

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF
PROPOSALS.

PROPOSAL 6: Revision to the Aggregate Amount of Remuneration, etc., of Members of the Board
of Directors

Before the implementation of the Corporation Law (Law No. 86 of 2003, promulgated on July 26, 2005) on
May 1, 2006, the Company had annually sought from shareholders, by way of a resolution at each Annual
General Meeting of Shareholders, approval for bonuses to be paid to the members of the Board of Directors.
The Company however, seeks the approval of shareholders for revising the aggregate amount of
remuneration, etc., that the Company will be paying to members of the Board of Directors as set forth below,
considering various factors such as: following the implementation of the Corporation Law, bonuses paid to
the members of the Board of Directors are regarded as being part of the remuneration, etc., of the members
of the Board of Directors; bonuses paid to the members of the Board of Directors are now accounted for as
expenses in accordance with ASBJ Statement No. 4, “Accounting Standard for Directors® Bonuses,”
announced by the Accounting Standards Board of Japan (ASBJ) on November 29, 2005; and changes in the
economic climate.

[t was approved at the 86th Annual General Meeting of Shareholders, held on June 26, 1992, that the
aggregate annual amount of remuneration of members of the Board of Directors be set at no more than 450
million yen {excluding remuneration to be paid to any member of the Board of Directors, who also serves as
an employee of the Company, for his/her service as an employee) and the same rule has applied up until
today. The Company, however, for the reasons specified above, proposes that the aggregate annual amount
of remuneration, etc. (including bonuses), to be paid to members of the Board of Directors be revised to no
more than 630 million yen (not to include salaries, etc., to be paid to any member of the Board of Directors,
who also serves as an employee of the Comipany, for his/her service as an employee) of which the aggregate
annual amount of remuneration, etc., of Qutside Directors is to be no more than 30 million yen, effective
from the 102nd term commencing on April 1, 2007.

The Company currently has 15 members of the Board of Directars (two of which are Qutside Directors).

It was approved at the 100th Annual General Meeting of Shareholders held on June 29, 2006, that the
Company may, within the scope of an aggregate annual amount of no more than 200 million yen, allot stock
acquisition rights (shinkabu yoyakuken) as stock options to members of the Board of Directors, apart from
the the aggregate annual amount of remuneration, etc., to be paid to members of the Board of Directors.
The aggregate amount of remuneration, etc., of the members of the Board of Directors proposed above does
not include any remuneration, etc., relating to stock acquisition rights.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF
PROPOSAL 6.

-End -




BUSINESS REPORT
(From April 1, 2006 to March 31, 2007)

I Current Condition of Kao Group

1.

2.

b

Business Progress and Results
Please see attached Business Results page 5 through || for the summary.

Status of Capital Investments
The aggregate amount of capital investments, etc., for this fiscal year was 70.1 billion yen.

In the Consumer Product business, the development of both new and improved products, an improvement
in production capacity, the development of logistics bases, and the reconstruction of information systems
were accomplished in Japan, as well as the development of both new and improved products and an
improvement in production capacity overseas. In the Prestige Cosmetics business, shop furniture were
improved. In the Chemical Product business, production capacity was reinforced to enable business
expansion and investments were made for further business globalization. Specifically, in the Philippines, a
plant with increased production capacity started operations in December 2006, in order to respond to the
growing demand in the fatty alcohol. Furthermore, standardized information technology, which was
initially introduced in Kao group companies in Asia, was also introduced in Europe and in North America,
and an information system that allows for integrated global management of Kao’s business operations has
been thus developed.

Financing Status

Kao Corporation (the “Company™) has used its own capital to cover necessary capital investments, but
some of its overseas subsidiaries have received loans, from financial institutions, to be used for working
capital purposes.

In late January 2006, the Company obtained loans from financial institutions in the aggregate amount of
420 billion yen to acquire the shares of Kanebo Cosmetics Inc., trademark rights and other intellectual
property rights held by Kanebo Cosmetics Inc. During this fiscal year. the Company, for the refinancing of
these loans, obtained long-term loans from financial institutions, and on August 11, 2006, made its first
issuance of unsecured corporate bonds (5-year bonds in the aggregate amount of 50 billion yen) and its
second issuance of unsecured corporate bonds (7-year bonds in the aggregate amount of 50 billion yen).

Issues for Management

As rising raw material prices and changes in the market environment make conditions for Kao Group’s
business more severe, its profit steucture is changing significantly, making it more difficult to link
increases in sales to profitable growth,

Under these circumstances, in order to achieve profitable growth by increasing the added value of its
products, the Kao Group first plans to enhance research and development in areas such as fundamental
research and production technologies. In addition, to respond to changes in the environment in which it
conducts marketing activities, particularly changes in the consumer’s sense of values and product needs,
the Kao Group will work to create and provide high-value-added products that increase emotional value in
addition to functional value.

From the viewpoint of accelerating global growth, in the Consumer Products business in Asian countries
with rapidly growing markets, the Kao Group will work to integrate Japanese and local operations, to gain
thorough knowledge of local consumers and markets, and to mobilize the total capabilities of the Kao
Group based on the principles of “Genba-ism.”

Even under severe circumstances, the Kao Group will achieve profitable growth and will further increase
corporate value through “Yoki-Monozukuri” by being “Consumer-driven,” which is the core concept of
*The Kao Way.”

The corporate philosophy that forms the basis of these activities is “The Kao Way,” which clearly
expresses the essence of the Company’s unique corporate culture and spirit, and is shared and practiced by
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all Kao Group employees. Furthermore, from the standpoint of corporate social responsibility (CSR), the
Company strives to act in good faith based on high ethical standards, and will contribute to the sustainable
development of society by conducting its activities by considering environmental impact and conservation

of resources.

Notes:

1. "Genba-ism" defines the importance of observing things “on-site,” in the actual location and
environment, both internally and externally, in order 1o maximize our understanding of the business and

optimize our performance.

2. “Yoki-Monozukuri” defines as “a strong commitment by all members to provide products and brands of
excellent value for consumer satisfaction.” In Japanese, “Yoki” literally means “good/excellent”,
“Monozukuri” means “development/manufacturing of products™.

5. Transitions of Assets and Profits and Losses

Item FY 2003 FY 2004 FY 2005 FY 2006
Net sales (million yen) 902,627 936,851 971,230 1,231,808
Operating income (million yen) 119,705 121,379 120,134 120,858
Ordinary income (million yen) 122,651 125,345 121,956 120,176
Net income (million yen) 65,358 72,180 71,140 70,527
Net income per share (yen) 119.06 131.16 130.58 129.41
Total assets (million yen) 723,891 688,973 1,220,564 1,247,797
Total shareholders’ equity {million yen) 427,756 448,249 509,676 574,751

Notes:

FY 2006 is the fiscal year ended March 31, 2007.

1. Total shareholders’ equity for FY2003, FY2004 and FY2005 does not include the equity of minor

shareholders, respectively.

2.In FY2005, total assets grew considerably this fiscal year as a result of the consolidation of the balance
sheet of Kanebo Cosmetics Inc. as of the Company’s acquisition of Kanebo Cosmetics Inc. shares.
3.The summary of business results for FY2006 is mentioned in attached Business Results page 5 through 11.

6. Main Businesses of Kao Group (as of March 31, 2007)

Business Category

Main Products

{Personal Care Products)

care products for men

Soaps, Facial cleansers, Body cleansers, Shampoos, Conditioners, Hair care
products, Hair coloring agents, Bath additives, Toothpastes and toothbrushes, Skin

Consumer Products {Fabric and Home Care Products)
Laundry detergents, Kitchen cleansers, Household cleaning detergents, Fabric
softeners, Paper cleaning products

(Feminine Care, Baby Care and Others)
Sanitary napkins, Disposable diapers, Edible oils, Beverages

Prestige Cosmetics Counseling cosmetics, Self-selection cosmetics

Edible oils for industrial use, Fatty acids, Fatty alcohols, Glycerin, Fatty amines,
Chemical Products Surface active agents, Polyurethane ingredients, Plastic Additives, Copier and
printer toner and toner binder, Aroma chemicals

7. Main Subsidiaries and Affiliates (as of March 31, 2007)

Name of Company Capital Stock Vo:il:ml]l?rh s Main Businesses
Kao Hanbai Co., Ltd. JPY 1,729 million 100% Sales of consumer products
Kanebo Cosmetics Inc. JPY 7,500 million 100% Manufacture and sales of prestige
casmetics
Kanebo Cosmetics Sales JPY 100 million 100% Sales of prestige cosmetics
Company
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Name of Company Capital Stock v Bnt:o ?f Main Businesses
oting Rights

Kao Cosmetics Sales Co,, Ltd. | JPY 100 million 100% Sales of prestige cosmetics

Kao (China) Holding Co., Ltd. | CNY 704 million 100% Control of affiliates in business of
consumer products in the People’s
Republic of China and sales of
prestige cosmetics

Kao Industrial (Thailand) Co., THB 2,000 million 100% Manufacture and sales of consumer

Ltd. products and chemical products

Fatty Chemical (Malaysia) Sdn. | MYR 120 million 70% Manufacture and sales of fatty

Bhd. chemical products

Kao Brands Company USD 1 100% Manufacture and sales of personal
care products

Kao Specialties Americas LLC | USD 1 100% Manufacture and sales of chemical
products

KPS5-Kao Professional Salon EUR 109 million 100% Manufacture and sales of personal

Services GmbH care products for beauty salon

Kao Chemicals Europe, S.L. EUR 104 million 100% Control of affiliates in business of
chemical products in Europe

Kao Chemicals GmbH EUR 9 million 100% Manufacture and sales of chemical
products

Kao Corporation S.A. EUR 56 million 100% Manufacture and sales of chemical
products

Nivea-Kao Co., Ltd. JPY 200 million 40% Manufacture and sales of personal
care products

Notes:

I.Concurrently with its absorption merge of Kao Cosmetics Sales.Co., Ltd. as of April 1, 2007, Kao Hanbai
Co., Ltd changed its trade name and became Kao Customer Marketing Co., Ltd. (capital stock: 1,829

million yen; ratio of voting rights: 100 %).

2.Nivea-Kao Co., Ltd. is a company accounted for by the equity method,

3.The above ratio of voting rights is calculated based on the total number of voting rights held by the
Company and it subsidiaries and affiliates.

8. Main Offices, Plants, Laboratories, and Subsidiaries (as of March 31, 2007)

(1) The Company
Name Location
Kayvabacho Head Office Chuo-ku, Tokyo
Sumida Office Sumida-ku, Tokyo
Osaka Office Nishi-ku, Osaka-shi, Osaka
Wakayama Plant Wakayama-shi, Wakayama
Tokyo Plant Sumida-ku, Tokyo
Sakata Plant Sakata-shi, Yamagata

Kawasaki Plant

Kawasaki-ku, Kawasaki-shi, Kanagawa

Tochigi Plant

Ichikai-machi, Haga-gun, Tochigi

Kashima Plant

Kamisu-shi, [baraki

Toyohashi Plant

Toyochashi-shi, Aichi

Wakayama Research Laboratories

Wakayama-shi, Wakayama

Tokyo Research Laboratories

Sumida-ku, Tokyo

Tochigi Research Laboratories

Ichikai-machi, Haga-gun, Tochigi

(2} Subsidiaries
1} Domestic

Company

Location

Business Category

Kao Hanbai Co., Ltd.

and 7 branch offices

Chuo-ku, Tokyo (Head Office)

Consumer Products
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Company

Location

Business Category

Kanebo Cosmetics Inc.

Minato-ku, Tokyo (Head Office)
Odawara Plant and 3 Laboratories

Prestige Cosmetics

Kanebo Cosmetics Sales Co., Ltd.

Minato-ku, Tokyo (Head Office)
and 8 regional headquarter offices

Prestige Cosmetics

Kao Cosmetics Sales Co., Ltd.

Chuo-ku, Tokyo (Head Office)
and 8 branch offices

Prestige Cosmetics

2) Overseas

Company

Location

Business Category

Kao (China) Holding Co., Lid.

The People’s Republic of China

Consumer Products and Prestige
Cosmetics

Kao {ndustrial (Thailand) Co., Ltd.

The Kingdom of Thailand

Consumer Products and Chemical
Products

Fatty Chemical (Malaysia) Sdn. Bhd.

The Federation of Malaysia

Chemical Products

Kao Brands Company

The United States of America

Consumer Products

Kao Specialties Americas LLC

The United States of America

Chemical Products

KPS5-Kao Professional Salon
Services GmbH

The Federal Republic of Germany

Consumer Products

Kao Chemicals Europe, S.L.

Spain

Chemical Products

Kao Chemicals GmbH

The Federal Republic of Germany

Chemical Products

Kao Corporation S.A.

Spain

Chemical Products

9. Emplovees of Kao Group (as of March 31, 2007)

Business Category Number of Employees
Consumer Products 12,012
Prestize Cosmetics 15,818
Chemical Products 3,085
Others 1,260
Total 32,175

Note: The total number of employees has increased by 2,267 from previous fiscal year.

10. Main Lenders (as of March 31, 2007)

Outstanding Balance

Lenders {million yen}
Sumitomo Mitsui Banking Corporation 54,780
Nippon Life Insurance Company 30,000
Bank of Tokyo-Mitsubishi UFJ, Ltd. 25,730
Mizuho Corporate Bank, Lid. 22,780
The Dai-ichi Mutual Life Insurance Company 20,000

Il  Shares of the Company (as of March 31, 2007)

1. Number of authorized shares

2. Number of issued shares

Note: Number of issued shares includes 3,793, 468 treasury shares.

3. Number of shareholders

1,000,000,000 shares

549,443,701 shares

40,502




4. Major Shareholders (Top 10)

Investment in Kao by the Shareholders
Shareholders Number of shares | Ratio of shareholding
{thousand shares) (percentage)

Japan Trustee Services Bank, Ltd. (Trust Account) 25,542 4.64

State Street Bank and Trust Company 505103 24,266 4.41
Moxley and Company 23,617 4.29

The Master Trust Bank of Japan, Ltd. (Trust Account) 21,645 393

Tokio Marine & Nichido Fire Insurance Co., Ltd. 17,402 3.16

The Natlc?nal Mutual Insurance Federation of Agricultural 16,642 3.02
Cooperatives

Nippon Life Insurance Company 15,200 2.76

State Street Bank and Trust Company 15,032 2,73

The Chase Manhattan Bank N.A. London SL. Omnibus Account 11,609 2.11
Mell9n Bank, N.A. as Agent for its Client Mellon Omnibus US 11,223 2.04
Pension

I

Notes: The number of shares in the list above may include the number of shares for trust or share custody.

Stock Acquisition Rights, etc., of the Company

1. Stock Acquisition Rights, etc., Held by Members of the Board of Directors and Corporate
Auditors of the Company (as of March 31, 2007)

(1) Rights to claim for assignment of shares through stock options (by way of acquisition of own shares
under Article 210-2 of an obsolete Corporation Law) based on the resolution of the 95th Annual General
Meeting of Shareholders held on June 28, 2001

Type and Number of Shares to be
Delivered upon Exercise of Rights to
Claim for Assignment of Shares

42,000 shares of
the Company’s common stock

Assignment Price at the time of Exercise
of Rights to Claim for Assignment of
Shares

3.275 yen per share

Period for Exercising
Rights to Claim for Assignment of Shares

July 28, 2003 through July 25, 2008

Members of the

Rights to Board of Directors Number of Rights Holders: 2
Claim for (Excluding Qutside Number of Shares to be: Delivered: 42 000
Assignment Directors)
of Shares Qutside Directors -
Held

Corporate Auditors

(2) Stock acquisition rights allotted based on the resolution of the 96th Annual General Meeting of

Shareholders held on June 27, 2002

Number of Stock Acquisition Rights

150

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

150,000 shares of
the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

Gruatis

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

2,955 yen per share




Period for Exercising
Stock Acquisition Rights

July 1, 2004 through June 30, 2009

Members of the
Board of Directors
(Excluding Qutside

Directors)

Stock
Acquisition

Number of Stock Acquisition Rights Holders: to
Number of Stock Acquisition Rights Allotted: 150
Number of Shares to be Delivered: 150,000

Rights Held Quiside Directors

Corporate Auditors

(3) Stock acquisition rights allotted based on the resolution of the 97th Annual General Meeting of

Shareholders held on June 27, 2003

Number of Stock Acquisition Rights

127

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

127,000 shares of
the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

Gratis

Value of Assets Contributed upon Exercise
of Stack Acquisition Rights

2,372 yen per share

Period for Exercising
Stock Acquisition Rights

July 1, 2005 through June 30, 2010

Members of the

: Number of Stock Acquisition Rights Holders: 12
Board of Direct
(EiZlu?iinglgit(s);ze Number of Stock Acquisition Rights Allotted: 127
StOCk. . Number of Shares to be Delivered: 127,000
Acquisition Directors)
Rights Held Outside Directors _

Corporate Auditors

{4) Stock acquisition rights allotted based on the resolution of the 98th Annual General Meeting of

Shareholders held on June 29, 2004

Number of Stock Acquisition Rights

219

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

219,000 shares of
the Company’s commaon stock

Amount Paid in for Allotment of
Stock Acquisition Rights

Gratis

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

2,695 yen per share

Period for Exercising
Stock Acquisition Rights

July 1, 2006 through June 30, 2011

Members of the
Board of Directors
(Excluding Outside

Number of Stock Acquisition Rights Holders: 13
Number of Stock Acquisition Rights Allotted: 210

. Number of Shares to be Delivered: 210,000
Stock Directors)
Qlcg‘}:?;-tlleolz Outside Directors —
Number of Stock Acquisition Rights Holders: ]
Corporate Auditors Number of Stock Acquisition Rights Allotted: 9
Number of Shares to be Delivered: 9,000

Note: The Company does not allot stock acquisition rights to its Corporate Auditors. Above Stock Acquisition
Rights held by Corporate Auditors were allotted to them when they were employees of the Company.
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(5) Stock acquisition rights allotted based on the resclution of the 99th Annual General Meeting of

Shareholders held on June 29, 2005

Nutnber of Stock Acquisition Rights

213

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

213,000 shares of
the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

Gratis

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

2,685 yen per share

Period for Exercising
Stock Acquisition Rights

July 1, 2007 through June 29, 2012

Members of the

Board of Directors Number of Stock Acquisition Rights Holders: 13
(Excluding Outside Number of Stock Acquisition Rights Allotted: 213
Stock . Number of Shares to be Delivered: 213,000
Acquisition Directors)
Rights Held Outside Directors -

Corporate Auditors

(6) Stock acquisition rights allotted based on the resolution of the meeting of the Board of Directors held on

August 25, 2006

Number of Stock Acquisition Rights

26

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

26,000 shares of
the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

2,932,000 yen per stock acquisition right

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

1 yen per share

Period for Exercising
Stock Acquisition Rights

July 1, 2098 through June 28, 2013

Members of the

Board of Directors Number of Stock Acqu!sit?on R]'ghts Holders: 13
(Excluding Outside Number of Stock Acqumttop Rights Allotted: 25
. Number of Shares to be Delivered:; 25,000

Stock Directors)
Acquisition Number of Stock Acquisition Rights Holders: i
Rights Held Outside Directors Number of Stock Acquisition Rights Allotted: |
Number of Shares to be Delivered: 1,000

Corporate Auditors




2. Stock Acquisition Rights, etc., Allotted to Employees, etc., of the Company during This

Fiscal Year

(1) Stock acquisition rights allotted based on the reselution of the meeting of the Board of Directors held on

August 25, 2006
Number of Stock Acquisition Rights 12
Type and Number of Shares to be 12,000 shares of

Delivered upon Exercise of Stock
Acquisition Rights

the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

2,932,000 yen per stock acquisition right

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

i yen per share

Period for Exercising
Stock Acquisition Rights

July 1, 2008 through June 28, 2013

Employees of the
Company

Number of Stock Acqguisition Rights Holders: 12
Number of Stock Acquisition Rights Allotted: 12
Number of Shares to be Delivered: 12,000

A St(‘)c‘k- Members of the
cquisitton .
Rights Held Board of Directors,

Corporate Auditors, and
Employees of Subsidiaries
of the Company

Note: The abave Employees of the Company are Executive Qfficers, who are not members of the Board of

Directors of the Company.

(2) Stock acquisition rights allotted based on the resolution of the 100th Annual General Meeting of

Shareholders held on June 29, 2006

Number of Stock Acquisition Rights

437

Type and Number of Shares to be
Delivered upon Exercise of Stock
Acquisition Rights

437,000 shares of
the Company’s common stock

Amount Paid in for Allotment of
Stock Acquisition Rights

Gratis

Value of Assets Contributed upon Exercise
of Stock Acquisition Rights

3,211 yen per share

Period for Exercising

July 1, 2008 through June 28, 2013

of the Company

Stock Acquisition Rights

Number of Stock Acquisition Rights Holders: 79
Employees of the Number of Stock Acquisition Rights Allotted: 415
Stock Company Number of Shares to be Delivered: 415,000

it Members of the
Qfg%‘:_:;s:_t;;z Board of Directors, Number of Stock Acquisition Rights Holders: 4
Corporate Auditors, and Number of Stock Acquisition Rights Allotted: 22
Employees of Subsidiaries | Number of Shares to be Delivered: 22,000

IV  Members of the Board of Directors and Corporate Auditors of the Company

1. Status of Members of the Board of Directors and Corporate Auditors (as of March 31,

2007)
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Duties at the Company and any Representation of Other Entities, etc.
(Including Executive Officer Positions and Outside Directors and

Title Name QOutside Corporate Auditors Held by the Company’s Outside
Directors and Qutside Corporate Auditors, at Other Entities, etc.)
gl;::l('jman of the Takuya Goto | President, The Kao Foundation For Arts And Sciences
Representative
Director, President . .
and Chief Motoki Ozaki
Executive Officer
Representative
Director, Senior Toshio In charge of Corporate Functions and EVA Promotion; and
Executive Vice Hoshino Representative Director, President, Nivea-Kao Co., Ltd.
President
Senior Vice President, Global Production & Engineering;
Member of the . . .
. Vice President, Environment & Safety Management; and
Board, Executive Takuo Goto .
. . In charge of Global Procurement Product, Quality Management, TCR
Vice President ; .
promotion and Global Logistics
Member of the Hiroshi In charge of Global Consumer Products;
Board, Executive Kanda Vice President, Global Marketing Cevelopment; and
Vice President an In charge of Kao Professional Services Co., Ltd.
Member ofthq Norihiko President, International Business, Consumer Products; and
Board, Executive . .
. . Takagi Chairman of the Board, Kao Brands Company
Vice President
Member of the Shunichi Vice President, Legal & Compliance, Global;
Board, Executive Nakagawa Vice President, Global Corporate Communications; and
Vice President 5 In charge of Risk Management and Global Information Systems
Member of the Toshihide President, Chemical Company;
Board, Executive Saito Chairman of the Board, Kao Chemicals Europe S.L.; and
Officer Chairman of the Board, Fatty Chemicals (Malaysia) Sdn. Bhd.
Member of the
Board, Executive Shinichi Mita | Vice President, Global Accounting & Finance
Officer
Member of the : . . . . .
. Tatsuo Representative Director, President and Chief Executive Officer, Kao
Board, Executive . .
Takahashi Hanbai Co., Ltd.
Officer
Member of the Masato
Board, Executive . President, Global Prestige Cosmetics
Hirota
Officer
Member of the Toshiharu
Board, Executive Senior Vice President, Globa! Rescarch & Development
Numata
Officer
Member of the Toshio Representative Director, Chairman, Kaneboe Cosmetics Inc.
Board Takayama
Member of the Atsushi Representative Director, Chairman of the Board, The Sumitomo Trust &
Board Takahashi Banking Co., Ltd.
Representative Director, Chairman of the Board, NISSHIN SEIFUN
Member of the Osamu Shoda GROUP INC.;
Board _ Qutside Director, ORIENTAL YEAST CO., LTD.; and
Qutside Corporate Auditor, TOBU RAILWAY CO., LTD.
Full-time Tsuneo Ejiri
Corporate Auditor J
Full-time Shoichi
Corporate Auditor | Otake

Corporate Auditor

Satoshi Ito

Certified Public Accountant

Corporate Auditor

Tadashi Oe

Attorney-at-Law;

Qutside Corporate Auditor, Kao Hanbai Co., Ltd.;
Qutside Corporate Auditor, CANON INC.; and
Outside Corporate Auditor, MARUI CO., LTD.
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Notes:

1
2.
3.

Ln

Messrs. Atsushi Takahashi and Osamu Shoda are Outside Directors.

Messrs. Satoshi Ito and Tadashi Oe are Ouiside Corporate Auditors.

Mr.Atsushi Takahashi is the Representative Director and Chairman of the Board of The Sumitomo Trust &
Banking Co., Ltd. The Company conducts regular bank transactions with The Sumitomo Trust & Banking
Co., Ltd. and has total loans of 16,600 million yen outstanding to it as of March 31, 2007.

. Mr. Osamu Shoda is the Representative Director and Chairman of the Board of NISSHIN SEIFUN

GROUP INC. A subsidiary of NISSHIN SEIFUN GROUP INC., which produces and distributes edible oil,
etc., is a competitor of the Company, and the Company conducis trade with subsidiaries of NISSHIN
SEIFUN GROUP INC. in the fleld of product distribution, etc.

. Mr. Tsuneo Ejiri has had many years of experience in the Company 's accounting management, and has

considerable expertise in finance and accounting.

. Mr. Satoshi Ito, who is qualified as a Certified Public Accountant, has considerable expertise in finance

and accounting.

Personnel changes to members of the Board of Directors and Corporate Auditors during this fiscal year:

(1) Mr. Kohei Nasu resigned as a Corporate Auditor of the Company as of May 22, 2006, in connection
with his assumption of office as a Supreme Court judge in Japan.

(2)Messrs. Shinichi Mita, Tatsue Takahashi, Masato Hirota, Toshiharu Numata, Atsushi Takahashi, and
Osamu Shoda were elected, and assumed office, as Members of the Board, and Mr. Tadashi Oe was
elected, and assumed office, as a Corporate Auditor, respectively, at the 100th Annual General Meeting
of Shareholders held on June 29, 2006.

{3)Effective as of June 29, 2006, Mr. Takahiko Kagawa, Representative Director, and Messrs. Akio
Tsuruoka, Nobuatsu Higuchi, Naotake Takaishi, Akishige Okada, and Ms. Sakie T. Fukushima, all
Sformerly Members of the Board, retired from their aoffices upon expiration of their term.

(4) At the meeting of the Board of Directors held on June 29, 2006, Messrs. Takuo Goto, Hiroshi Kanda,
Norihiko Takagi, and Shunichi Nakagawa, all formerly Members of the Board and Executive Officers,
were newly elected, and assumed office, as Members of the Board and Executive Vice Presidents.

. The duties at the Company and any Representation of Other Entities, etc., of members of the Board of

Directors and Corporate Auditors of the Company (including executive officer positions and Outside
Directors and Ouiside Corporate Auditors held by the Company s Qutside Directors and Oufside
Corporate Auditors at other entities), effective as of April 1, 2007, are as follows:

In charge of Global Consumer Products (3Uunits: Beauty Care

Member of the . . ] . .
business unit, Human Health Care business unit, and Fabric and

E::z;ﬂ’tive Vice Hiroshi Kanda Home Care business unit);
President Vice President, Global Marketing Development; and

In charge of Kao Professional Services Co., Ltd.

Member of the President, International Business, Consumer Products (30/units.
Board, Beauty Care business unit, Human Health Care business unit, andﬂ

Executive Vice Norihiko Takagi Fabric and Home Care business unit); and
President Chairman of the Board, Kao Brands Company
Member of the

President, Global Chemical Business;

g::c:?l,tive Toshihide Saito Cha!nnan of the Board, Kao Chemic_:als Europe S:L.; and
Officer Chairman of the Board, Fatty Chemicals (Malaysia) Sdn. Bhd.
Member of the
Board, Tatsuo Takahashi Representative Director, President and Chief Executive Officer,
Executive Kao Customer Marketing Co., Ltd.
Officer |
Member of the
Board, . . .
Executive Masato Hirota President, Global Beauty Care Business
Officer
Attorney-at-Law;
Corporate Outside Corporate Auditor, Kao Customer Marketing Co., Ltd.;

Auditor Tadashi Oe Outside Corporate Auditor, CANON INC.; and

Outside Corporate Auditor, MARUI CO., LTD.
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2. Aggregate Amount of Remuneration, etc., to be Paid to Members of the Board of Directors
and Corporate Auditors for This Fiscal Year

To 15 members of the Board of Directors: 435 million yen
(including 13 million yen to be paid to 2 Qutside Directors)

To 4 Corporate Auditors: 62 million yen
(including 11 million yen to be paid to 2 Outside Corporate
Auditors)
Notes:

1. The aggregate amount of remuneration, etc., to be paid to members of the Board of Directors does not
include the 142 million yen, which is the aggregate amount of salaries, etc. (including bonuses), to be paid
to members of the Board of Directors who also serve as employees of the Company, for their services as
employees.

2. The aggregate amount of remuneration, etc., to be paid to members of the Board of Directors includes the
Jollowing amounts:

(1}  The amount accounted for during this fiscal year as the reserve jor bonuses to members of the Board
of Directors

H10 million yen to |3 members of the Board of Directors

(2)  Amount of remuneration, efc., as stock acquisition rights allotted as stock options based on the
resolution of the meeting of the Board of Directors held on August 25, 2006

76 million yen to 14 members of the Board of Directors (including 2 million yen to | Outside
Director)

3. Maximum aggregate amounts of remuneration, etc., are as follows:
(1)  Maximum aggregate amounts of remuneration, etc., to be paid to members of the Board of Directors
(i) An annual amount of 430 million yen (resolved at the 86th Annual General Meeting of
Shareholders held on June 26, 1992)

This amount does not include remuneration paid to members of the Board of Directors who also
serve as employees of the Company, for their services as employees.

(ii} An annual amount of 200 million yen (resolved at the 100th Annual General Meeting of
Shareholders held on June 29, 2006)

This amount was approved as the maximum amount of stock acquisition rights to be allotted as
stock options, apart from the amaunt in (i) above.

(2)  Maximum aggregate amount of remuneration, efc., lo be paid to Corporate Auditors

An annual amount of 85 million yen (resolved at the 78th Annucl General Meeting of Shareholders
held on June 29, 1984)

4. In addition to the aggregate amount of remuneration, etc., to be paid to members of the Board of Directors,
the following payments have been made based on the resolution of the 100th Annual General Meeting of
Shareholders held on June 29, 2006:

(1} Bonuses to members of the Board of Directors
To 13 members of the Board of Directors: 73 mitlion yen

(2)  Retirement aliowances
To 2 members of the Board of Directors: 17 million yen
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Since July 2001, the Company has stopped adding to the amount of the reserve for retirement
allowances to members of the Board of Directors and Corporate Auditor. The above retirement
allowances were awarded to the 2 Directors in recognition of their service to the Company for the
period from their respective assumption of office to June 2001,

3. Outside Directors and Outside Corporate Auditors

(1) Principal activities during this fiscal year

Attendance at Attendance at

Meetings of the | Meetings of the
Board of Board of Corporate
Directors Auditors

Title Name Comments at Meetings

At meetings of the Board of
Directors, he made comments
Member of the Atsushi 12 out of from time to time, principally
Board Takahashi | 14 meetings based on his considerable
experience as a executive of a
financial institution.
At meetings of the Board of
Directors, he made comments
Member of the Osamu 12 out of from time to time, principally
Board Shoda 14 meetings based on his considerable
experience as a executive of a
manufacturing company.
At meetings of the Board of
Directors and meetings of the
Board of Corporate Auditors,
he made comments from time
to time, principally based on
his professional opinion as a
certified public accountant.
At meetings of the Board of
Directors and meetings of the
. _ 12 out of 4 out of Board of Corporate Audit(_}rs,
Corporate Auditor | Tadashi Oe . . he made comments from time
14 meetings 5 meetings . -

to time, principally based on
his professional opinion as an
attorney-at-law.

16 out of 7 out of

Corporate Auditor | Satoshi Ito 16 meetings 7 meetings

Notes: During rhis fiscal year, 16 meetings of the Board of Directors and 7 meetings of the Corporate
Auditors were held, respectively. After Messrs. Atsushi Takahashi, Osamu Shoda, and Tadashi Oe
assumed office as Members of the Board or as a Corporate Auditor, I4 meetings of the Board of
Directors and 5 meetings of the Board of Corporate Auditors were held, respectively.

(2) Summary of liability limitation agreements
The Company entered into an agreement with each Qutside Director and Outside Corporate Auditor to
the effect that the liability of each Qutside Director or Outside Corporate Auditor under Article 423,
Paragraph | of the Corporation Law will be limited to the higher of: 10 million yen; or any amount
prescribed by applicable laws and regulations.

-12-



V  The Accounting Auditor of the Company
1. Name of the Accounting Auditor
Deloitte Touche Tohmatsu
2. Amount of Remuneration, etc., to be Paid to the Accounting Auditor for This Fiscal Year

(1) Amount of remuneration, etc., to be paid by the Company as Accournting Auditor fees:
75 million yen
(2)Aggregate amount of monetary and other proprietary benefits to be paid by the Company and its
subsidiaries: 175 million yen

Notes:

{.The audit contract between the Company and the Accounting Auditor does not clearly distinguish between
remuneration, etc., paid for the audit conducted in accordance with the Corporation Law from that paid for
the audit conducted in accordance with the Securities and Exchange Law, and It is practically impossible to
make such a distinction. The amount of remuneration, etc., specified in (1) above, is the aggregate amount
of remuneration, elc., for these hwo types of audits.

2.In addition to the audit certification services under Article 2, Paragraph I of the Certifted Public
Accountant Law, the following services have been entrusted to the Acccunting Auditor of the Company:
(1) Providing advice and guidance concerning development of internal control; and
(2)  Providing advice and guidance concerning the introduction of accounting standards, equivalent to
international financial report standards, to the Company's subsidiaries and affiliates;

3. Of the Company s main subsidiaries and affiliates listed on pages 2 and 3, audits {limited to audits under
the Corporation Law or the Securities and Exchange Law, and including audits under equivalent foreign
lenws and regulations), in respect of Kao (China) Holding Co., Ltd., Kao Industrial (Thailand) Co., Ltd.,
Fatty Chemical (Malaysia) Sdn. Bhd., KPSS-Kao Professional Salon Services GmbH, Kao Chemicals
Europe, S.L., Kao Chemicals GmbH, and Kao Corporation S.A., have been performed, by certified public
accountants or accounting firms other than the Company's Accounting Auditor (including those with
equivalent foreign qualifications).

3. Policy for Determining Dismissal or Non-reappointment of the Accounting Auditor

If any item of Article 340, Paragraph | of the Corporation Law is found to apply to the Accounting Auditor,
the Board of Corporate Auditors will dismiss the Accounting Auditor with the consent of all Corporate
Auditors. [n such case, the Corporate Auditor selected by the Board of Corporate Auditors wil! report,
regarding the dismissal of the Accounting Auditor and the reason for the dismissal, at the first General
Meeting of Shareholders held after the dismissal. Furthermore, if the Board of Corporate Auditors finds

any problem in the qualification, independence, or reliability of the Accounting Auditor, the Board of
Corporate Auditors will request that the Board of Directors submit a proposal for the dismissal or non-
reappointment of the Accounting Auditor to the General Meeting of Shareholders.

In addition to the above dismissal by the Board of Corporate Auditors, if the Board of Directors finds any
problem regarding the qualification, independence, or reliability of the Accounting Auditor, the Board of

Directors will submit a proposal for the dismissal or non-reappointment of the Accounting Auditor to the

General Meeting of Shareholders, with the consent of the Board of Corporate Auditors, or upon the above
request of the Board of Corporate Auditors.
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VI  Systems to Assure Appropriate Business Operations of the Company

The Board of Directors made the following resolution with respect to the “Policy regarding Development of
Internal Control System.”

{Basic Policy Regarding the Internal Control System]

The Company has established an Internal Control Committee chaired by the President and CEQ. 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 Kao 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

Information (minutes, decision records and their relevant materials, account books and records, and other
information and the like) retated to members of the Board of Directors’ execution of their duties 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 information at any time.

(3) Ruies and other systems concerning risk management

Risks involved in business strategies are analyzed and countermeasures are discussed by the relevant
departments; 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 CEOQ, 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
reflects 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
important 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 to make sure that the
business activities of the Company and its subsidiaries conform to laws and respective articles of
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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 and Executive Officers in charge
of business operations 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 iniernal audit functions.

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

In the event that a request be made by Corporate Auditors for assignment of staff to provide assistance to
conduct their audits eftectively, 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 Members of the Board of
Directors

[n 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 chould 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 Internal 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
periodic 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.

-End-
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News Release April 23, 2007

Kao Corporation Reports Business Results

Tokyo, April 23, 2007 - Kao Corporation today announced its consolidated and non-consolidated
business results for the fiscal year ended March 31, 2007. The following summary of the business
results that Kao submitted to the Tokyo Stock Exchange is unaudited and for reference only.

Ticker code: 4452
Consolidated Financial Highlights (Unaudited)

{Millions of yen, millions of U.S. dollars, except per share data)

YEAR ENDED MARCH 31 2007 2006 Change 2007
Yen % U.S, Dollats
Net sales 1,231,808 971,230 26.8 $10,434.6
Operating income 120,858 120,134 0.6 1,023.8
Ordinary income 120,176 121,956 (1.5) 1,018.0
Net income 70,527 71,140 (0.9) 597.4
ROE (Net income/ Shareholders’ equity) 13.1% 14.9% - 13.1%
ROA (Ordinary income/ Total assets) 9.7% 12.8% - 9.7%
Operating income/ Net sales 9.8% 12.4% - 9.8%
Total assets 1,247,797 1,220,564 22 10,570.1
Total net assets 574,751 509,676 12.8 4,868.7
Net worth/Total assets 45.2% 41.8% - 45.2%
Total net assets per share (Yen/US$) 1,035.66 935.11 10.8 8.77
Net income per share (Yen/US3$) 129.41 130.58 (0.9) 1.10
Net income per share, fully diluted (Yen/US$) 129.29 130.28 (0.8) 1.10
Net cash provided by operating activities 164,977 117,292 - 1,397.4
Net cash used in investing activities (63,227) (479,535) - (535.6)
Net cash used in financing activities (83,665) 356,721 - (708.7)
Cash and cash equivalents, end of term 88,154 67.527 - 746.8

Notes:

1.

Nel income per share is computed based on the weighted average number of shares outstanding during the corresponding
periods: 344,993,915 shares for 20007 and 544,126,518 shares for 2006.

2. Number of shares outstanding at the end of the periods (including treasury stock): 549,443,700 shares for 2007 and
549,443,701 shares for 2006

3. Number of treasury stock at the end of the periods: 4,349,692 shares for 2007 and 4,497,726 shares for 2006

4. Changes in scope of consolidation: Consolidated subsidiaries (1 addition)

3. U.S. dollar amounts represent translations using the approximate exchange rate on March 30, 2007, of 118.05 yen=USS81, and
are included solely for the convenience of readers.

6.  Yen amounts are rounded down 1o the nearest million.

7. Total net assets for the year ended March 31, 2006 does not include minority interests. In addition, net worth is the same as
shareholders’ equity for the year ended March 31, 2006, while net worth for the year ended March 31, 2007 consists of
shareholders’ equity and adjustments for valuation, foreign currency translation and others.

Dividend

(Millions of yen, millions of U.S. dollars, except per share data)
YEAR ENDED MARCH 31 2007 2006 2007
Yen U.S. Dollars

Cash dividend per share (Yearly, Yen/US$) 52.00 50.00 0.44

Total dividend payment amount 28,370 27,253 240.3

Payment ratio (consolidated) 40.2% 38.3% 40.2%

Cash dividend/Total net assets (consolidated) 5.3% 5.7% 5.3%

Note: interim dividend per share : 26.00 yen for 2007 and 25.00 yen for 2006

vear-end dividend per share : 26.00 yen for 2007 and 23.00 yen for 2006
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Forecast of Consolidated Results for the Six Months Ending September 30, 2007 and the Year
Ending March 31, 2008

{Millions of yen, millions of U.S. dollars, except per share data)

Six months ending Year ending
September 30, 2007 March 31. 2008
Yen U.S. Dollars Yen U.S. Dollars
Net sales 640,000 54214 1,290,000 10,927.6
Operating income 49,000 4135.1 114,000 965.7
Ordinary income 47,000 398.1 111,000 940.3
Net income 26,000 220.2 56,000 559.1
Cash dividend per share 27.00 0.23 54.00 0.23
Net income per share { Yen/US$) 47.70 0.40 121.08 1.03

Notes:
1. Net income per share is computed based on the estimated weighted average number of shares outstanding during the fiscal year
2. Annual cash dividend per share : 34.00 yen

interim dividend per share : 27.00 yen, year-end dividend per share : 27.00 yen



Consolidated Segment Information by Business (Unaudited)

|
| Billions of Yen
' SALES OPERATING INCOME
YEAR ENDED MARCH 31 2007 2006 % change 2007 2006 Incr./(Der.)
Like-for-like
Consumer Products 744.7 704.0 5.8 4.1 98.9 92.6 6.2
Prestige Cosmetics 292.6 85.2 2433 2422 0.5 5.1 (4.6)
Chemical Products 223.6 208.8 7.0 3.6 21.1 22.0 (0.8)
Corporate/Eliminations (29.2) (26.9) - - 0.2 0.2 (0.0)
Consolidated 1,231.8 971.2 268 248 1208 120.1 0.7
Millions of U.S. Dollars
SALES OPERATING INCOME
YEAR ENDED MARCH 31 2007 2006 % change 2007 2006 Incr./(Dcr)
Like-for-like
Consumer Products 6,308.7 59639 58 4.1 8380 7853 52.8
Prestige Cosmetics 2,479.1 722.1 2433 24272 4.4 438 (39.4)
Chemical Products 1,894.2 1,769.5 7.0 3.6 179.4 186.6 (7.2)
Corporate/Eliminations (247.5) (228.2) - - 2.0 2.0 (0.0)
Consolidated 10,434.6 82273 26.8 24.8 1,023.8 1,017.7 6.1
Consolidated Segment Information by Geography (Unaudited)
Billions of Yen
SALES OPERATING INCOME
YEAR ENDED MARCH 31 2007 2006 % change 2007 2006 Incr./(Der)
Like-for-like
Japan 924.1 708.0 305 30.5 1022 1016 0.5
Asia/Oceanta 1259 110.8 13.6 5.3 2.5 5.8 (3.2)
North America 106.7 95.1 12.2 6.9 7.9 6.7 0.9
Europe 135.9 109.4 24.1 16.6 8.6 7.5 1.1
Corporate/Eliminations (61.0) (52.3) - - (0.3) {1.6) 1.2
Consolidated 1,231.8 9712 26.8 248 1208  120.1 0.7

Millions of U.S. Dollars
| SALES - OPERATING INCOME

| YEAR ENDED MARCH 31 2007 2006 % change 2007 2006 Incr./(Der)

! Like-for-like
Japan 7,8289 59979 305 30,5 8659 861.1 4.8
Asia/Oceania 1,067.3 9394 13.6 5.3 217 49.5 (27.8)
North America 904.1 806.2 122 6.9 65.7 574 8.3
Europe 1,151.4 9274 24.1 16.6 73.6 63.7 9.9
Corporate/Eliminations (517.0) (4437 - - (3.2) (l4.1) 10.9
Consolidated 10,4346 8,2273 268 24.8 1,023.8 1,017.7 6.1

Notes:

1. U.S. dollar amounts represent translations using the approximate exchange rate an March 30, 2007, of 118.05 yen=USS1,
and are included solely for the convenience of readers.

2. Like-for-like growth rates exclude the currency transiation effect related to transfation of local currencies into Japanese yen.



Non-consolidated Financial Highlights (Unaudited)

(Millions of yen, millions of U.S. dollars, except per share data)

YEAR ENDED MARCH 31 2007 2006 Change 2007
Yen % U.S. dollars

Net sales 709,554 688,589 3.0 6,010.6
QOperating income 78,613 90,551 (13.2) 665.9
Ordinary income 84,951 100,134 (15.2) 719.6
Net income 57,653 64,133 (10.1) 488.4
Total assets 1,008,757 1,024,155 (1.5) 8,545.2
Total net assets 503,741 474,444 6.2 4,267.2
Net worth/total assets 49.9% 46.3% - -
Total net assets per share (Yen/USS$) 922.64 869.58 6.1 7.82
Net income per share (Yen/US$) 105.68 117.61 (10.1) 0.90
Net income per share, fully diluted (Yen/US$)105.58 117.34 (10.0) 0.89
Notes:

1. US. dollar amounts represent translations using the approximate exchange rate o March 30, 2007, of 118.05 yen=US$!, and
are included solely for the convenience of readers.
2, Yen amounts are rounded down to the nearest million.

Forecast of Non-consolidated Results for the Six Months Ending September 30, 2007 and the
Year Ending March 31, 2008

(Millions of yen, millions of U.S. dollars, except per share data)

Six months ending Year ending

September 30, 2007 March 31, 2008

Yen .S, Dollars Yen LS. Dollars
Net sales 360,000 3,049.6 720,000 6,099.1
Operating income 38.000 321.9 78,000 660.7
Ordinary income 43,000 3643 85,000 720.0
Net income 24,000 203.3 48,000 406.6
Net income per share {Yen/US§) 43.98 0.37 87.97 0.75

Note: Net income per share is computed based on the estimated weighted average number of shares owtstanding during the fiscal year.

Forward-Looking Statements

This release contains forward-looking statements that are based on management’s estimates, assumptions and projections
at the time of release. Some factors, which include, but are not limited to, the risks and uncertainty associated with the
worldwide economy, competitive activity and currency fluctuation, could cause actual results to differ materially from
expectations.

For further information, please contact:
Katsuya Fuyjii

Vice President

Investor Relations

Tel: +81-3-3660-7101 / Fax: +81-3-3660-8978

E-mail: ir@kao.co.jp



Qualitative Information and Financial Statements
I. Business Results

(1) Analysis of Consolidated Business Results
Results for the Fiscal Year Ended March 31, 2007

1. Overview

The Japanese economy recovered during the fiscal year ended March 31, 2007, supported by
private-sector demand, with improvement in corporate earnings and growth in capital
investment. However, despite positive signs such as an improved employment picture,
personal consumption remained generally flat along with income, and domestic consumer
prices were also essentially unchanged. Other economies around the world continued to
expand, with increases in consumption and payrolls in the United States, and continued high
growth in fixed asset investment in China. [n this environment, the Kao Group aimed to
achieve profitable growth by adding value to products, which helped to stimulate the market.

Net sales rose 260.5 billion yen to 1,231.8 billion yen, a 26.8% increase over the previous
fiscal year, due to the addition of Molton Brown Limited and Kanebo Cosmetics Inc. to the
Kao Group during the fiscal year and the growth of existing businesses. Excluding the
positive currency translation effect of 19.2 billion yen on overseas sales due to the weaker
yen, net sales increased 24.8%.

Sales in Japan rose by 30.5%. In the Consumer Products business, in addition to changes in
consumers, retailing and society, the market continued to be intensely competitive, but sales
expanded with the launch of high-value-added products and aggressive marketing. The
Prestige Cosmetics business performed basically as forecast, with a substantial increase in
sales from the addition of Kanebo Cosmetics Inc. in a flat market. {n the Chemical Products
business, sales grew due to expanding sales of core products.

Overseas sales increased 17.2%, with steady recovery in the Consumer Products business in
Asia, where Kao is working to integrate operations with Japan, and brisk growth in the
Consumer Products business in North America and Europe and the Chemical Products
business. (Excluding the effect of currency translation, overseas sales increased 10.1%.)

Cost of sales increased to 503.2 billion yen from 427.7 billion yen in the previous fiscal year.
Although Kao promoted further cost reduction activities, cost of sales increased in tandem
with the growth in sales volume, as well as due to the worldwide rise in prices for raw
materials centered on petrochemicals, and the increase in imported raw materials in Japan as
a result of the weaker yen. As a result, gross profit was 728.5 billion yen, an increase of
34.0%, or 185.0 billion yen, from the previous fiscal year.

Selling, general and administrative (SG&A) expenses increased 43.5%, or 184.3 billion yen,
from the previous fiscal year to 607.6 billion yen. Besides the addition of expenses related to
Kanebo Cosmetics Inc., other factors included freight and warehouse costs associated with




higher sales volume, expenses for new product launches and sales promotion activities in
stores.

As a result of the above factors, operating income increased 0.6%, or 0.7 billion yen, from
the previous fisca! year to 120.8 billion yen. Before deducting 26.7 billion yen in expenses
for amortization of goodwill and intellectual property rights related to Kanebo Cosmetics
Inc., operating income was 147.6 billion yen, an increase of 24.9 billion yen from the same
period of the previous year.

Non-operating income and expenses resulted in net non-operating expenses of 0.6 billion
yen, compared with net non-operating income of 1.8 billion yen in the previous fiscal year.
This was principally due to higher interest expense in connection with an increase in
interest-bearing debt.

As a result, ordinary income decreased 1.7 billion yen from the previous fiscal year to 120.1
billion yen.

Extraordinary gain and loss totaled a net loss of 3.0 billion yen, an improvement of 1.9
billion yen compared with the net loss of 5.0 billion in the previous fiscal year.
Consequently, income before income taxes and minority interests increased 0.2 billion yen
from the previous fiscal year to 117.1 billion yen.

Tax expenses were affected by factors including an increase due to recording a deferred tax
asset valuation allowance during the fiscal year and a decrease due to a domestic
consolidated subsidary’s acquisition of its own stock. However, the effective tax rate after
application of tax effect accounting was largely unchanged, increasing from 38.2% in the
previous fiscal year to 38.5%, and net income was 70.5 billion yen, a decrease of 0.6 billion
yen from the previous fiscal year. Net income per share was 129.41 yen, a .17 yen decrease
from 130.58 yen in the previous fiscal year.

The translation rates used to calculate income and expenses for consolidated subsidiaries and
other companies outside Japan for the fiscal year were one U.S. dollar to 116.40 yen and one
euro to 146.87 yen.

2. Information by Business Segment

Net sales in the Consumer Products business increased steadily in Japan, Asia, North
America and Europe. In the Prestige Cosmetics business, the addition of Kanebo Cosmetics
and the contribution of Molton Brown, which is a prestige brand in the United Kingdom,
resulted in significantly higher sales. In the Chemical Products business, competition has
generally intensified, but sales expanded steadily as core business fields in North America
and Europe have become growth engines.

Despite the effects of rising raw material prices, operating income for the Consumer
Products business increased due to sales growth and cost reductions. In the Prestige
Cosmetics business, operating income decreased due to factors including an increase in
amortization expenses for goodwill and trademarks and other intellectual property rights
related to Kanebo Cosmetics Inc. Excluding the effect of the amortization expenses,



operating income increased. In the Chemical Products business, despite sales growth from
efforts to expand sales in core business areas, operating income decreased due to the rise in
raw material prices.

Consumer Products Business

Net sales of consumer products were 744.7 billion yen, a 5.8% increase over the previous
fiscal year. Excluding the effect of currency translation, sales increased 4.1%. Sales in Japan
increased 4.3% over the previous fiscal year. Overseas sales also increased strongly in each
region. Although affected by higher raw material prices, operating income was 98.9 billion
yen, an increase of 6.2 billion yen from the previous fiscal year, due to an increase in sales
volume mainly driven by new products.

(1) Japan :

In the Japanese market, while consumer purchase prices of major products stabilized near
the level of the previous fiscal year, the continuing decline in product prices began to show
changes, including an upturn in prices in certain product categories. By distribution channel,
sales at drugstores continued to expand. In these circumstances, the Kao Group worked to
further strengthen its core brands and to launch and nurture new products in support of its
objective of profitable growth by promoting high added value in its products — in other
words, creating products that offer consumers emotional appeal in addition to providing
functional value. The Kao Group also worked to stimulate the market by aggressively
carrying out integrated marketing and sales activities for each retail chain and area. Despite
the effects of increased sales and Kao’s efforts to reduce costs and make more effective
expenditures, operating income was substantially affected by rising raw material prices.

Sales Composition of Consumer Products
Billions of yen

Year ended March 31 2007 2006 % change
Personal Care 194.6 187.8 3.6
Fabric and Home Care 2438 237.5 2.6
Feminine Care, Baby Care and Others 123.9 113.6 9.0
Total 562.3 539.0 4.3

In the market for personal care products, Kao continued to compete on the basis of higher
added value, and consumer purchase prices trended upward from the previous fiscal year in
the shampoo/conditioner, hair styling products and other categories.

Under these conditions, sales increased sharply in the skin care category. Kao raised its
position in the facial cleanser market to number one with the launch of Bioré Marshmallow
Whip, and increased market share for Bioré U body cleanser by adding a new fragrance and
other measures. Overall sales in the shampoo and conditioner category were lackluster due
to increased competition, despite strong sales of Merit, which Kao promoted as a new family
shampoo, and Essential, which underwent a complete renewal. In the oral care category, Kao
launched Medicated Pyuora toothpaste and dental rinse, which base their appeal on
“freshening up a pasty mouth” under the concept of total oral cleaning, and sales increased.




As a result, sales of personal care products increased 3.6% compared with the previous fiscal
year.

Examples of new products:

Bioré U Apple Mango Scented body cleanser

Blauné Point Cover Hair Colors hair coloring agent

Liese Supply Citron Scented Hair Styling Water for updo style

In fabric and home care products, consumer needs are diversifying as they begin to adopt
new attitudes toward housework, reflecting changes in society. Consumer purchase prices
are trending toward bottoming out in each category.

Under these conditions, the Kao Group worked to strengthen its core brands by adding value.
In laundry detergents, Kao renewed Aftack with superior cleaning power even when washing
large loads. Kao also launched Attack ALL in, which contains bleach and fabric softener,
winning support from consumers who want to simplify laundry. The launch of Humming
Flair Relaxing Herbal Scented and Humming Flair Flower Blossom Essence fabric softeners
won consumer support and sales were strong. Sales of dishwashing detergents expanded
with a product formulated with citric acid for automated dishwashers added to the lineup for
Family Kyukutto, which offers superior cleaning users can feel.

As a result, sales of fabric and home care products increased 2.6% compared with the
previous fiscal year.

Examples of new products:

Style Care Mist for Clothing fabric conditioner
Humming Flair Flower Blossom Essence fabric softener
Quickle Wiper Handy household duster kit

In the feminine care category, a trend toward lower market prices continued in certain
categories. Under these conditions, sales of sanitary napkins increased as consumer support
steadily expanded for Laurier F, which alleviates skin stress, and Kao enhanced the product
line. In addition, Kao worked to add value to disposable baby diapers by making them
gentler on the skin, thus raising brand value. As a result, sales increased substantially. Adult
incontinence products performed well, with the launch of Relief Rehabilitation Starter Pants,
which can be worn like underpants and opened using tape stays, making them convenient for
users new to nursing.

In the health care category, sales of Econa brand healthy cooking oils were impacted by
increasing competition in the market. Sales of Healthya healthy functional drinks increased
with the launch of Healthya Water sports drink with a refreshing grapefruit flavor.

As a result, sales of feminine care, baby care and other products increased 9.0% compared
with the previous fiscal year.



Examples of new products:

Laurier F for Heavy Night Use sanitary napkins (quasi-drug)
Freeday Slim Liner light incontinence product

Econa Pasta Sauce with Selected Ingredients

(2) Asia and Oceania

Asian markets are undergoing major structural changes as they grow, with changing
consumer needs and the continuing entry of global retail chains. In addition, competition
among companies continues to intensify. In this environment, the Kao Group is working to
build a unified management structure that encompasses all of Asia, including Japan, and to
provide high-value-added products to fit local market conditions. Kao expanded the sales
territory for the Asience premium hair care brand from Taiwan and Hong Kong to Singapore,
and increased sales with the addition of a new essence water/lotion and hair mask. In the
sanitary napkin category, Kao launched Laurier F in Hong Kong and Singapore. As in Japan,
this product was well received by consumers who are sensitive to skin stress, and posted
strong sales. In Thailand, Kao launched Attack Easy laundry detergent, which is formulated
to match the way Thai consumers wash clothes, and sales were favorable.

As a result, sales in Asia increased 15.7% compared with the previous fiscal year to 66.1
billion yen. Excluding the effect of currency translation, sales increased 6.8%.

(3) North America and Europe

In North America and Europe, where it is engaged in the personal care products business, the
Kao Group worked to establish products with high added value. Amid intensifying
competition, Kao Brands Company added a product for the face to the natural glow line
under the Jergens skin care brand, in addition to the existing product for the body. This
increased sales of natural glow, which provides a natural-looking, healthy summer glow just
by moisturizing daily. The John Frieda hair care brand enhanced its Frizz-Ease line of
shampoos and conditioners, which drove sales growth. In addition, Kao Professional Salon
Services GmbH expanded sales by conducting a major renewal of the KMS brand for high-
end beauty salons.

As a result, sales in North America and Europe increased 8.2% from the previous fiscal year
to 124.8 billion yen. Excluding the effect of currency translation, sales increased 2.4%.

Prestige Cosmetics Business

In Japan, the market remained flat amid changes in the consumer’s sense of values, attitudes
toward beauty, and retail channel structures. The Kao Group worked to strengthen its
product and sales capabilities in response to these changes, with the aim of raising brand
value. At Kanebo Cosmetics Inc., the new premium prestige skin care brand /mpress, which
is sold exclusively at department stores, Blanchir Whitening Conclusion whitening serum,
and Kate makeup performed well. Kao Sofina worked to stimulate the market with the
launches of HADA KA, a new skin care brand, and Phytomax, a new brand exclusively for
sale through drugstores. Molton Brown sales increased substantially with the addition of
new products and the expansion of sales regions.




As a result, sales of prestige cosmetics increased 243.3% from the previous fiscal year to
292.6 billion yen. Operating income was 0.5 billion yen, a decrease of 4.6 billion yen from
the previous fiscal year. Before deduction of amortization related to Kanebo Cosmetics Inc.,
operating income was 27.3 billion yen, an increase of 19.5 billion yen from the previous
fiscal year. As for Kanebo Cosmetics Inc. which has a fiscal year ending December 31, the
consolidated financial statements include the results for the eleven months starting in
February, when the company was added to the Kao Group.

Principal new brands:

Impress premium prestige skin care brand
Lavshuka

HADA-KA skin care brand

Phytomar skin care sold exclusively at drugstores

Chemical Products Business

Although the Japanese economy remains on a recovery track, with improved corporate
earnings and increased capital investment, rising costs due to fluctuating crude oil prices are
exerting a substantial impact on the target industries of the Chemical Products business. In
this environment, the Kao Group worked to reinforce its global operations and expand its
business in the core fields of oleo chemicals, performance chemicals and specialty chemicals.

- As a result, sales totaled 223.6 billion yen, an increase of 7.0% compared to the previous

fiscal year. Excluding the effect of currency translation, the increase was 3.6%. Operating
income was impacted by rising raw material prices, decreasing 0.8 btllion yen from the
previous fiscal year to 21.1 billion yen.

(1) Japan

In the performance chemicals business, sales of plastics additives and superplasticizers for
concrete admixtures were solid, but sales in the oleo chemicals business were flat, with a
downturn in its target industries. In the specialty chemicals business, which is closely linked
to customers and offers high added value, sales of polishing agents for hard disks increased
significantly, while sales of cleaners for electronic parts grew due to positive customer
evaluation of their features. Sales of toner and toner binder for copiers and printers, as well
as of ink and colorants for inkjet printers, have been recovering from difficult conditions.

As a result, sales increased 2.1% compared with the previous fiscal year to 116.9 billion yen.

(2) Asia

Sales in Greater China increased as a result of the expansion of sales from continuing rapid
economic growth in China, as well as other factors including the growth of the LCD industry
in Taiwan. However, sales of fatty alcohols produced in Malaysia and the Philippines
decreased as a result of weakening market conditions, despite Kao’s reputation for high-
quality products based on its original technologies, as well as global sales expansion efforts.
In the Philippines, an expansion of fatty alcohol production capacity came on line after its
completion in December.
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As a result, sales in Asia increased 4.2% compared with the previous fiscal year to 55.8
billion yen. Excluding the effect of currency translation, sales decreased 3.6%.

(3) North America and Europe

Sales of toner and toner binder for copiers and printers were strong, as Kao made aggressive
capital investments in response to the growth of its three core markets of Japan, the United
States and Europe. In Germany, sales of superplasticizers for concrete admixtures and fatty
amines increased due to the reputation of product features. In Spain, sales of aroma
chemicals were strong.

As a result, overall sales increased 14.9% compared with the previous fiscal year to 82.9
billion yen. Excluding the effect of currency translation, sales increased 8.2%.

Forecast for the Fiscal Year Ending March 31, 2008

1. Overview

The Japanese economy is expected to continue its private sector-led recovery as the strength
of corporate earnings spreads to household budgets. Although the improvement in
employment conditions is broadening, personal consumption is expected to be generally flat,
and the trend in prices of petrochemical-related products is expected to affect consumer
prices as well. Moreover, although the global economy is expected to be solid, centered on
the United States and Asia, persistent uncertainty is likely to remain.

Under these conditions, the Kao Group aims to achieve profitable growth by adding a high
level of value to its products. It will expand sales by focusing on the areas of beauty care,
which incorporates prestige cosmetics as well as hair care, skin care and other consumer
products, and human health care, which includes functional foods and sanitary products.
Both of these areas have particularly high growth potential. The Kao Group forecasts net
sales to increase 4.7%, or 58.1 billion yen, year-on-year to 1,290.0 billion yen. Operating
income is expected to decline 5.7% to 114.0 billion yen due to higher selling, general and
administrative expenses resulting from factors including aggressive in-store activities such
as display enhancement and promotions in the beauty care business, as well as rising raw
material prices. Ordinary income is expected to decline 7.6% to 111.0 billion yen with the
burden of interest on bank borrowings, bonds and other interest-bearing debt. Net income is
forecast to decrease 6.4% to 66.0 billion yen.

2. Forecast by Business Segment

In the Japanese consumer products market, changes are appearing in the downward
trajectory of retail prices and a recovery trend in sales volume is also evident, but severe
competition is forecast to continue. Overseas, the competitive environment is expected to
continue intensifying despite market growth. Under these conditions, the Kao Group
reorganized into the following four business units as of April 2007, in order to quickly and
forcefully execute a consumer-driven growth strategy. This measure is in response to
changes related to fundamental social mechanisms, as well as changes in the product
selection and purchasing behavior of consumers and the accompanying changes in retailing.




With this reorganization, Kao will reinforce its product development and manufacturing
capabilities, which provide products and brands of excellent value for customer satisfaction,
and will focus its management resources on aggressive new product launches, marketing and
sales activities to strengthen core brands.

In the Beauty Care business unit, the Kao Group will stimulate the market by adding greater
value to products and presenting the originality and appeal of the Kao Group, while
assessing changes in consumer attitudes toward beauty and lifestyle habits. Through all
beauty care categories, the Kao Group will create strong, distinctive brands in Japan by
segmenting the market and building the optimal brand formations. Overseas, the Kao Group
will work to expand sales based on its brand strategy focused on key regions, including
accelerating business development in China.

In the Human Health Care business unit, Kao will continue to present its originality through
differentiated food and beverage products that deliver the high level of functional value for
health expected of Foods for Specified Health Use; sanitary products that offer greater
comfort and a sense of reassurance; and personal health products that are part of a healthy
day-to-day lifestyle. Through this approach, Kao will work to raise brand value even higher.

In the Fabric and Home Care business unit, in order to offer improved lifestyles, Kao will
increase brand value by developing products with added features that offer pleasure and
comfort when used in response to diversifying consumer needs.

In the Chemical Products business unit, the Kao Group will work to strengthen global
operations by fully leveraging the characteristics of its oleo chemical, performance chemical
and specialty chemical businesses. In addition, the Kao Group will make aggressive capital
investments that accurately anticipate market trends in regard to the Group’s distinctive
products, and will aim to expand business by realizing high functionality and low-cost
operations.

3. Underlying Assumptions of the Forecast for the Fiscal Year Ending March 31, 2008

The above forecast was made assuming translation rates of one U.S. dollar to 118 yen and
one euro to 155 yen.
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(2) Analysis of Financial Condition

1. Status of Assets, Liabilities, Net Assets and Cash Flow for the Fiscal Year Ended
March 31, 2007

Summarized Financial Condition (Unaudited)

Millions of

Billions of Yen U.S. Dollars
AS OF MARCH 31 2007 2006 Incr./(Der.) 2007
Total assets 1,247.7 1,220.5 27.2 10,570.1
Total net assets 574.7 509.6 65.0 4,868.7
Net worth/Total assets 45.2% 41.8% - 45.2%
Total net assets per share (yen) 1,035.66 035.11 100.55 8.77
Summarized Consolidated Cash Flows (Unaudited)

Millions of

Billions of Yen U.S. Dollars
YEAR ENDED MARCH 31 2007 2006 Incr./(Der.) 2007
Net cash provided by operating activities 164.9 117.2 47.6 1,397.4
Net cash used in investing activities (63.2) (479.5) 416.3 {535.6)
Net cash used in financing activities {83.6) 356.7 (440.3) {708.7)
Translation adjustments 2.5 2.9 (0.1) 21.5
Net increase (decrease) 20.6 2.7 23.4 1747
Cash and cash equivalents, beginning of year 67.5 70.4 (2.8) 572.0
Cash and cash equivalents of newly consolidated
subsidiaries. begqinning of year ’ - 0.7 0.7 -
Cash a‘nd cash eqlgi\_'al-ents of exclusion of _ (0.8) 0.8 .
consolidated subsidianes (decrease) : :
Cash and cash equivalents, end of term 88.1 67.5 20.6 746.8
Total debt 355.7 408.0 (52.2) 3,013.2

Total assets increased 27.2 billion yen from the previous fiscal year-end to 1,247.7 billion
yen. Principal factors in the increase were a 29.3 billion yen increase in notes and accounts
receivable due to business expansion and because the last day of the fiscal year was a
business holiday, and a 16.0 billion yen increase in marketable securities. The principal
factors decreasing assets were a 23.7 billion yen decrease in intangible fixed assets
associated with depreciation and amortization, and a 4.5 billion yen decrease in deferred tax
assets.

Total liabilities decreased 28.9 billion yen from the previous fiscal year-end to 673.0 billion
yen. Principal factors increasing liabilities were a 13.6 billion yen increase in notes and
accounts payable and a 9.8 billion increase in accrued expenses due to business expansion
and because the last day of the fiscal year was a business holiday. The principal factor
decreasing liabilities was a 52.2 billion yen decrease in bank borrowings and other interest-
bearing debt. The balance of bank borrowings and bonds as of March 31, 2007 was 355.7
billion yen.



Net assets including minority interests increased 56.1 billion yen compared with the
previous fiscal year-end to 574.7 billion yen. The main factor increasing net assets was net
income of 70.5 billion yen, and the main factor decreasing net assets was cash dividends
totaling 27.7 billion yen from retained earnings. As a result, the net worth ratio increased
from 41.8% at March 31, 2006 to 45.2%.

Net cash provided by operating activities increased 47.6 billion yen compared with the
previous fiscal year to 164.9 billion yen. Income before income taxes and minority interests
for the fiscal year was 117.1 billion yen, and depreciation and amortization totaled 92.1
billion yen. Income taxes paid totaled 42.2 billion yen.

Net cash used in investing activities decreased 416.3 billion yen compared with the previous
fiscal year to 63.2 billion yen. This primarily consisted of 65.4 billion yen for capital
expenditures and other purchases of property, plant and equipment, and for intangible fixed
assets.

Net cash used in financing activities was 83.6 billion yen, compared with net cash provided
by financing activities totaling 356.7 billion in the previous fiscal year. The Company
replaced short-term debt used as capital for acquisition of the stock and other assets of
Kanebo Cosmetics Inc. with bond issues and long-term loans, in addition to repaying a
portion of the short-term debt. Payments of cash dividends, including to minority
shareholders, totaled 29.1 billion yen.

As a result, the balance of cash and cash equivalents at the end of the fiscal year was 88.1
billion yen, an increase of 20.6 billion yen from the end of the previous fiscal year.

2. Forecast of Assets, Liabilities, Net Assets and Cash Flow in the Fiscal Year Ending
March 31, 2008

Net cash provided by operating activities is expected to remain essentially unchanged
compared with the previous fiscal year. Income before income taxes and minority interests is
expected to decrease compared with the previous fiscal year due to an increase in
expenditures for aggressive growth in the Beauty Care business and other businesses.
However, at the same time, depreciation and amortization, including amortization of
trademark and other intellectual property rights, is projected to increase, and growth is
expected in other businesses.

In net cash used in investing activities, Kao plans capital expenditures of about 60.0 billion
yen, including capital investment in Japan and overseas to expand production capacity and
promote streamlining.

In net cash used in financing activities, the Company will allocate funds mainly for
repayment of borrowings. The balance of short- and long-term debt is projected to be
approximately 300.0 billion yen at the end of the fiscal year.

As a result of the above, the balance of cash and cash equivalznts as of March 31, 2008 is

forecast to be approximately 90.0 billion yen.
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Cash Flow Indices

YEARS ENDED MARCH 31
2007 2006 2005 2004 2003
Net worth/Total assets (%) 45.2 41.8 65.1 59.1 579
Market capitalization/Total assets (%) 150.7 138.4 195.2 179.8 186.0
Interest-bearing debt/Operating cash flow (years) 2.2 3.6 03 0.5 0.4
Operating cash flow/Interest paid (times) 36.0 82.1 120.1 91.3 85.8

Notes:

1. All indices are computed based on consolidated data.

2. Market capitalization equals the stock price at the end of the period multiplied bv the number of shares outstanding at
the end of the period (excluding treasury stock).

3. Operating cash flow is stated in the consolidated statemenis of cash flows. Interest-bearing debt is all debt included in
the consolidated balance sheets on which interest is paid.

(3) Basic Policies Regarding Distribution of Profits and Dividends

In order to achieve profitable growth, Kao sets policies regarding allocation of profits to
internal capital resources for growth and as dividends from a medium-to-long-term
management perspective. Considering it important to provide shareholders with stable,
continuous dividends, the Company currently has a target payout ratio of approximately
40% of consolidated net income. In order to increase earnings per share and dividends over
the long term, the Company will consider flexibly implementing share repurchases as a
measure for shareholder returns from a long-term perspective, taking into account the capital
demands of activities such as capital investment for growth and acquisition initiatives, as
well as increasing capital efficiency.

[n accordance with these policies, the Company plans to increase the year-end dividend for
the fiscal year ended March 31, 2007 by 1.00 yen compared with the previous fiscal year to
26.00 yen per share, the same as the interim dividend. As a result, total dividends for the
fiscal year will increase by 2.00 yen per share compared with the previous fiscal year, for a
total of 52.00 yen per share, and a consolidated payout ratio of 40.2%.

For the fiscal year ending March 31, 2008, the Company plans to increase total dividends per
share by 2 yen to 54 yen, taking into account achievement of its income forecast, based on
these policies. Net income for the fiscal year is forecast to be 66.0 billion yen. The main
reasons for the projected decrease are aggressive investments in growth, including capital
investments and marketing expenditures for the Prestige Cosmetics business, as well as
rising prices for palm kernel oil, coconut oil and other natural materials derived from fats
and oils. When these investments show results, Kao expects to be able to accelerate growth
in earnings per share.

This release contains forward-looking statements that are based on management's estimates,
assumptions and projections as of April 23, 2007. Certain factors, which include, but are not limited
to, the risks and uncertainty associated with the worldwide economy, competitive activity, and
fluctuations in currency exchange and interesi rates, could cause actual results to differ materially
Jrom expectations.
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I1. Management Policies

(1) Basic Management Policies of the Company

Kao’s mission is to strive for the wholehearted satisfaction and enrichment of the lives
of people globally through the Company’s core domains of cleanlingss, beauty, health
and chemicals. Fully committed to this mission, all members of the Kao Group work
together with passion to provide products and brands of excellent value created from the
perspective of consumers and customers and to share joy with them.

Kao aims to be a global group of companies that is closest to consumers and customers
in each of its markets. [n addition to earning the respect and trust of its shareholders and
all other stakeholders, Kao consistently augments its corporate value based on profitable
growth.

The corporate philosophy that forms the basis of these activities is “The Kao Way,”
which clearly expresses Kao’s unique corporate culture and the essence of its corporate
spirit, and is shared and practiced by all Kao Group employces. Furthermore, from the
standpoint of corporate social responsibility (CSR), Kao strives to act in good faith
based on high ethical standards, and will contribute to the sustainable development of
society by conducting its activities with consideration for environmental impact and
conservation of resources.

(2) Management Metric Used as a Target

EVA* (Economic Value Added), which is used to measure true profit by factoring in
the cost of invested capital, is Kao’s principal management metric. Continuous growth
in EVA is linked to increased corporate value, which means long-term profits not only
for shareholders, but for all Kao stakeholders as well. While working to expand its
business scale, Kao views EVA growth as a primary focus of operating activity. Kao
also uses this metric to determine the direction of long-term management strategies, for
assessing specific businesses, for evaluating acquisitions and capital investment, and in
developing performance targets for each fiscal year.

*EVA is a registered trademark of Stern Stewart & Co.
(3) Medium- and Long-Term Management Strategies

With Consumer Products and Chemicals positioned as its core business areas, Kao will
emphasize research and development to make high-quality, innovative products geared
to consumers and customers, a concept referred to at Kao as “Yoki-Monozukuri*,” and
will conduct activities oriented toward the following three key business objectives in
order to achieve profitable growth by increasing the added value of its products.

* Kao defines " Yoki-Monozukuri” as a strong commitment by all members to provide products and
brands of excellent value for consumer satisfaction. This core concept distinguishes us from all our
competitors. In Japanese, “Yoki” literally means ‘“goodiexcellen,” and “Monozukuri” means
“development/manufacturing of products.”
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1) Accelerate Growth in the Business Areas of Beauty Care and Human Health Care*
Kao will position Beauty Care and Human Health Care, which are business areas
with high growth potential and in which the Kao Group can take advantage of its
strengths, as growth drivers and concentrate investment of management resources
in these areas. Particularly, in addition to its existing Beauty Care business, Kao
will develop and strengthen its Beauty Care business globally with Molton Brown
Limited and Kanebo Cosmetics Inc., which became members of the Kao Group
during the fiscal year ended March 31, 2006.

*The scope of " Human Health Care " does not include pharmaceuticals.

2) Further Strengthen and Develop Fabric and Home Care, a Core Business
In the Fabric and Home Care business, Kao will work to develop products that
promote greater cleanliness, comfort and enjoyment. The Company will also seek
to develop products that build new markets and match the increasing emphasis of
consumers on sanitation, peace of mind and the environment.

3) Further Enhance the Chemical Products Business Globally and Locally with
Distinctive Products That Meet Customer Needs
The Chemical Products business will work to expand and strengthen its operatlons
while simultaneously conducting global business closely linked to each company in
the three regions of Asia including Japan, Europe and North America and
optimizing regional operations under local leadership tailored to conditions in each
country and region.

Kao’s main market of Japan has experienced dynamic shifts due to societal changes
including the declining birthrate, aging population, later marriage and increase in single
households, in addition to changes in consumers’ product selection and purchase
attitudes, and associated changes in trade and distribution. In order to promptly respond
to these changes as well as to proactively implement its consumer-driven growth
strategy, Kao reorganized its business divisions effective April 2007 and introduced the
following four business units:

(1) Beauty Care business unit

(2) Human Health Care business unit
(3) Fabric and Home Care business unit
(4) Chemical business unit

Concurrently, Kao reorganized every functional division, including R&D, production
and sales. As part of the structural reorganization, Kao Hanbai Co., Ltd., which mainly
handles consumer products, and Kao Cosmetics Sales Co., Ltd., which mainly handles
prestige cosmetics, merged into a new entity, Kao Customer Marketing Co., Ltd.

In this manner, Kao will fully exercise its comprehensive strength as a Group to create
products with value and provide them to consumers and retailers by introducing four
business units, launching a new sales company, and cooperating closely and generating
synergy with Kanebo Cosmetics Inc., a Kao Group company.
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(4) Issues for Management

As the severity of conditions affecting the Kao Group’s business increases, with rising
raw material prices in addition to changes in the market environment, the Group’s
profit structure is changing significantly, making it more difficult to link increases in
sales to profit growth.

In these circumstances, in order to achieve profitable growth by increasing the added
value of its products, the Kao Group first plans to enhance research and development in
areas such as basic research and production technologies. In addition, to respond to
changes in the environment in which it conducts marketing activities, particularly
changes in the consumer’s sense of values and product needs, the Kao Group will work
to create and provide high-value-added products that increase emotional value in
addition to functional value.

From the viewpoint of accelerating global growth, in the Consumer Products business
in Asian countries with rapidly growing markets the Kao Group will work to integrate
Japanese and local operations, to gain thorough knowledge of local consumers and
markets, and to mobilize the total capabilities of the Kao Group based on the principles
of “Consumer-driven” and “Genba-ism*” in order to achieve “Yoki-Monozukuri.”

* “Genba-ism” defines the importance of observing things “on-sitz,” in the actual location and
environment, both internally and externally, in order to maximize our understanding of the business and
optimize our performance.
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Appointments of Corporate Auditor and Executive Officers
(Scheduled effective date; June 28, 2007)

1. Newly nominated Full-time Corporate Auditor

Candidate Current Position

Takashi Matsuzaka | Vice President Global Information Systems

2. Corporate Auditor scheduled to retire

Current Position

Tsuneo Ejiri Full-time Corporate Auditor

3. Newly nominated Executive Officer

Candidate Current Position
Katsuhiko Yoshida | President Global Human Health Care Business
Naohisa Kure Vice President-Global R&D-Beauty
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Kao Corporation

Consolidated Balance Sheets April 23, 2007
Miitions of yen
{A) FY2008 Composition (B) FY2005 Composiion  Inci{Dec)
_—_March 31, 2007 % —.March 31, 2006 % __(AB)
Assots
Currentassets 402,219 322 364,613 29.9 37,605
Cash and time deposits 49910 47384 - 2526
Notes and accounts receivable - trade 158,497 129,120 29,376
Short-term investments 36,247 20,189 16,058
Inventories 112,114 105,853 6,260
Prepaid expenses 5,735 5,600 135
Defarred income taxes 20,643 19,479 1,163
Other 21,464 358,181 (17,717}
Allowance for doubtful receivablas (2,394) {2,196) (198}
Fixed assets 845,518 67.6 855,872 70.1 (10,353)
Tangible assets 289,016 23z 282,795 231 5219
Buildings and structures 96,445 95,097 1,347
Machinery, equipment and vehicles 101,369 90,520 10,848
Tools, fumiture and fixtures 13,930 12,487 1,442
Land 69,625 67,111 2,514
Caonstruction in progress 7.645 17.578 (9.933}
Intangible assels 442,469 35.5 466,221 38.2 (23,751)
Goodwill 256,326 267,152 (10,826)
Trademarks 147,880 156,241 (8,361}
Other 38,262 42,827 (4,564)
Investments and other assets 114,032 9.7 106,854 8.8 7477
Investment securities 17,291 18,298 {1,006}
Long-term leans 1,792 293 1.499
Long-term prepaid expenses 12,207 10,276 1,931
Deferred income taxes 50,535 56,212 {5.677)
Other 32,326 22,057 10,269
Allowance for doubtful receivables {(121) {283) 161
Deoferred assets 58 0.0 77 0.0 {18)
Total assets 1,247,797 100.0 1,220,564 100.0 27,233
Liabilities
Current liabilities ) 308,646 4.7 436,193 357 {127,548}
" 7 Notes and accounts payable - trade 110,158 ' 96,507 13,651
Short-term debt 21,877 166,759 {144,882)
Current portion of long-term debt 22,062 22,609 (637)
Accounts payabla - other 28,930 27,478 1,451
Accrued expenses 85,796 75,951 9.845
Accrued income taxes 11,673 17,510 (5,837}
Other 28,148 29,286 (1,138}
Long-term llabilitles 364,299 29.2 265,790 21.8 98,609
T Bends 96,095 T - 99,655
Long-term debt 211,774 218,545 (6,770}
Liability for employee retirement benefits 30,987 29,439 1,548
Liability for director and
corporate auditor retirement benefits 163 180 (17
QOther 21,478 17,625 3,853
Total llabllitles 673,046 53.9 701,983 57.5 {28,937)
Minority interests - 8,903 0.7 -
Common stock - 85424 74 -
Capital surplus - 109,561 9.0 -
Retained earnings - 345941 28.3 -
Unrealized gain on available-for-sale securities - 5,860 0.5 -
Foreign currency translation adjustments - {26,844) {2.2) -
Treasury stock, at cost - (10,165) (0.8) -
Sharcholders' equity - 509,676 418 .
Total liabilities, minority interests
& shareholders’ equity - 1,220,664 100.0 -
Sharsholders” equity . T35 460 - - -
Common stock 85,424 6.9 - - -
Capital surplus 109,565 8.8 - - -
Retained earnings 388,585 311 - - -
Treasury stock, at cost (10,033} (0.8) - - -
Adjustments for valuation, foreign currency
translationandothers (9,010)  (07) : . -
Unrealized gain on available-for-sale securities 4,649 04 - - -
Foreign cummency translation adjustments {13,659) {(1.1) - - -
Stock acquisition right 301 0.0
Minority interests 9,917 0.8 - - -
Total net assots 574,751 46.1 - - -
Total liabilities and total net assets 1,247,797 100.0 - - -
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Consolidated Statements of Cash Flows

Millions of yen

Operating activities:

FY2006
Apr ‘06 - Mar ‘07

Kao Corporation
April 23, 2007

FY2005
Apr ‘05 - Mar '06

Income before income taxes and minority interests 117,127 116,908
Adjustments for:
Depreciation and amortization 92,171 60.758
Loss on impairment of long-lived assets 1,245 233
Loss on sales or disposals of property, plant and equipment, net 2,089 2,320
Interest and dividend income (2,297) (1,254)
Interest expense 5,032 1,396
Unrealized foreign currency exchange (gain} loss (1,256) 494
Equity in {eamings) losses of non-consolidated subsidiaries and affiliates 703 593
Change in trade receivables (24,308) 618
Change in inventories (3,189) (4,592)
Change in prepaid pension cost {10,163) (8.467)
Change in trade payables 11,315 (1,759)
Change in liability for retirement benefits 1,219 (6,614)
Other net - 19,034 (2658)
Sub-total 208,725 157 976
Interest and cash dividends received 3,100 3,379
Interest paid {4,578) {1,428)
Income taxes paid {42,269) (42,634)
Net cash provided by operating activities 164,977 117,292
Investing activities:
Purchase of marketable securities - {2,999)
Proceeds from the redemption of marketable securities - B,999
Purchase of property, plant and equipment (49,588) (49,528)
Proceeds from sales of property, plant and eguipment 2,078 1,482
Increase in intangible assets (15,881) (151,650)
Purchase of investment securities (1.638) (36)
Proceeds form the redemption and sales of investment securities 11 9,300
Payments for acquisition of stocks of newly consolidated subsidiaries - {293,034)
Payments for long-term prepaid expenses {6.283) -
Change in short-term loans, net 11,928 -
Payments for long-term loans {1,550} (897)
Other, net (2,302) {1,160)
Net cash used in investing activities {63,227) (479,535)
Financing activities:
Change in short-term debt, net {146,728) 146,683
Proceeds from long-term loans 30,638 240,245
Repayments of long-term loans (38,228) (547)
Proceeds from bond 899,676 -
Purchase of treasury stock (1,085) (6,056)
Payments of cash dividends (27.806) (23,980}
Payments of cash dividends to minority shareholders (1,339) (592)
Other, net 1,208 970
Net cash provided by (used in) financing activities (83,665) 356,721
Translation adjustments on cash and cash equivalents 2,542 2,727
Net increase (decrease) in cash and cash equivalents 20,627 (2,794)
Cash and cash equivalents, beginning of year 67,527 70,409
Cash and cash equivalents of newly consolidated
subsidiaries, increase - 760
Cash and cash equivalents due to exclusion of
previously consolidated subsidiaries, decrease - (848)
Cash and cash equivalents, end of pericd 88,154 67,527
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Sales Composition

Millions of yen

Consumer Products

FY2006
Apr '06 - Mar '07

Kao Corporation
April 23, 2007

FY2005
Apr '05 - Mar '06

Growth
%

Personal Care 194,635 187,896 3.6
Fabric and Home Care 243,818 237,551 26
- Feminine Care, Baby Care and Others 123,900 113,630 9.0
Total Japan 562,354 539,078 4.3
Asia and Oceania 66,168 57,188 15.7
North America and Europe 124,820 115,329 8.2
Eliminations (8,595) (7,563) -
Total 744,747 704,033 5.8
Prestige Cosmetics 292,663 85,246 243.3
Chemical Products
Japan 116,933 114,522 21
Asia 55,830 53,596 42
North America and Europe 82,935 72,196 149
Eliminations (32,089) (31,424) -
Total 223,609 208,890 7.0
Total before Eliminations 1,261,020 998,171 26.3
Eliminations (29,212) (26,941) -
Consolidated Net Sales 1,231,808 971,230 26.8
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