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

Ladies and Gentlemen:

Annex A lists all documents published, filed or distributed by Kao since
July 1, 2007 pursuant to the above requirements and practices. To the extent required by
Rule 12g3-32(b)(4) or as otherwise already available, English translations or summaries
are attached. Brief descriptions of the remaining documents for which no English language
version has been prepared and original Japanese documents of Annex A are set forth in
Annex B hereto.

[f you have any further questions or requests for additional information
please do not hesitate to contact Vice President, Legal-Global at 011-813-3660-7619

(telephone) or 011-813-3660-7942 (facsimile).
PROCESSED

Very truly yours, AUG 2 8 2007

fT HOMSON
FINANCIAL

Kao Corporation

Name: Tddaaki Sugi¥a
Title: Vice President
Legal-Global

Enclosures: Annex A
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ANNEX A

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

ENGLISH LANGUAGE DOCUMENTS

(1

)

(3)

(4)

(3

Press release dated July 23, 2007
(Attached hereto as Exhibit A-1 and the original document in Japanese 1s
Exhibit B-1)

Business Results released on July 24, 2007
(Attached hereto as Exhibit A-2 and the original document in Japanese is
Exhibit B-2)

Press release dated July 24, 2007
(Attached hereto as Exhibit A-3 and the original document in Japanese is
Exhibit B-3)

Press release dated July 24, 2007
(Attached hereto as Exhibit A-4 and the original document in Japanese is
Exhibit B-4)

2007 Annual Report for the fiscal year ended March 31, 2007
(Attached hereto as Exhibit A-5)

JAPANESE LANGUAGE DOCUMENTS

(N

(2)

Report on Registration for Stock Options dated July 24, 2007
(A brief description in English is set forth in Annex B and the original
documents in Japanese are attached hereto as Exhibit B-5)

Securities Registration Statement for Stock Options dated July 24, 2007
(A brief description in English is set forth in Annex B and the original
documents in Japanese are attached hereto as Exhibit B-6)
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ANNEX B

ENGLISH DESCRIPTION OF
JAPANESE LANGUAGE DOCUMENTS
LISTED IN ANNEX A

Report on Registration for Stock Options

Pursuant to the Securities and Exchange law of Japan, a report on
registration for offering the stock acquisition rights as stock options must be
filed every time the company decided to offer stock options for company
directors or employees and the aggregate offering price of which is ¥100
million or more. Report is filed with the Director of the Kanto Local
Finance Bureau and is available for public inspection at the Tokyo Stock
Exchange, Inc. and at the main office of Kao for one year.

July 24, 2007-Kao made an offering of stock acquisition rights as stock
options to members of the Board of Directors of the Company and the
executive officers of the Company who do not also serve as Company’s
members of the Board of Directors.

Securities Registration Statement for Stock Options

Pursuant to the Securities and Exchange law of Japan, securities registration
statement on offering of the stock acquisition rights as stock options must
be filed every time the company decided to offer stock options for outsider
(including oversea affiliate’s employee) and the aggregate offering price of
which is ¥100 million or more. Report is filed with the Director of the
Kanto Local Finance Bureau and is available for public inspection at the
Tokyo Stock Exchange, Inc. and at the main office of Kao for one year.

July 24, 2007-Kao made an offering of stock acquisition rights as stock
options to employees of the Company and members of the Board of
Directors and employees of the Company’s affiliated companies.
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Kao Corporation

Notice Regarding the Dissolution of a Subsidiary

July 23, 2007
Kao Corporation hereby makes the following announcement: Kao Corporation has decided to
liquidate and dissolve its consolidated subsidiary, Shanghai Kanebo Cosmetics Trading Co., Ltd.

1. Overview of Shanghai Kanebo Cosmetics Trading Co., Ltd.

Corporate name: Shanghai Kancbo Cosmetics Trading Co., Ltd.

Business activities: International trade; import and export and wholesale of cosmetics
Date established: August 8, 2002

Registered place of business: Shanghai, People’s Republic of China

Representative: Takao lwama

Paid-in capital: USD 500 thousand

Fiscal year end: December 31

Sharcholder: Kanebo Cosmetics Inc.  100%

Note: Kanebo Cosmetics Inc. is a wholly owned subsidiary of
Kao Corporation
Employeces: 0 (as of June 30, 2007)

2. Reason for the Dissolution

In April of 2006, Kanebo Cosmetics Inc. consolidated its sales hub in China inte Kanebo Cosmetics
(China) Co., Ltd., lcaving Shanghai Kanebo Cosmetics Trading Co., Ltd. without employees and,
effectively, a dormant company. Hence, the dissolution of Kancbo Cosmetics Trading Co., Ltd.
has been decided.

3. Schedule

Shanghai Kanebo Cosmetics Trading Co., Ltd. will start liquidation procedures without delay on or
after July 2007.

4, Effect on business results

There will be negligible effects on the consolidated and non-consolidated business results of Kao
Corporation.

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

Phone: +81-3-3660-7043

Fax: +81-3-3660-7044
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News Release s ety I 70 = Tuly 24, 2007
Summary of Consolidated Business Results for. the Fi_g'_sth'i:l}l_ljgef
Ended June 30, 2007 EESER

Tokyo, July 24, 2007 — Kao Corporation today announced its consolidated business results for the
three months ended June 30, 2007, the first quarter of the year ending March 31, 2008. 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)

First quarter ended June 30 Fiscal 2006, ended
2007 2006 Change 2007 (USS) _ March 31, 2007
Yen % U.S. dollars Yen

Net sales ¥318,225 ¥283,854 12.1 $2,581.7 ¥1,231,808
Operating income 25,623 24,197 5.9 207.9 120,858
Ordinary income 25479 24,531 19 206.7 120,176
Net income 13,006 12,806 1.6 105.5 70,527
Total assets 1,253,440 1,220,052 10,169.1 1,247,797
Total net assets 573,729 519,320 4,654.6 574,751
Net worth/total assets 44.9% 41.8% 44.9% 45.2%
Net worth per share (yen/US$) 1,032.76 034.88 10.5 8.38 1,035.66
Net income per share (yen/USS) 23.86 23.50 1.5 0.19 129.41
Net income per share, diluted (yen/USS$) 23.83 2348 1.5 019 129.29

Yen U.S. dollars Yen
Net cash provided by operating activities 23,931 18,623 194.2 164,977
Net cash used in investing activities (12,430) (13,812) (100.8) (63,227
Net cash used in financing activities (6,830) (9,085) {55.4) (83,665}
Cash and cash equivalents at end of period 92,665 63,397 751.8 88,154

Notes:

1. US. dollar amounts represent transiations using the approximate exchange rate on June 29, 2007, of ven
123.26=US31, and are presented solely for the convenience of readers.

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

3. - Simplified accounting treatment is adopted partially with respect to the standards for the accounting of liability for
emplovee retirement benefits.

4. Change in accounting treatment: Business segments in both Sales Composition and Segment Information by
Business have been changed from as of the current fiscal year. Figures for previous periods have been restated to
reflect the change.

5. Change in scope of consolidution during the current fiscal vear: Kao Cosmetics Co., Lid. has been removed from
the scope of consolidation due to its merger with Kao Hanbai Company, Lid., which concurrently changed its name
to Kao Customer Marketing Co., Ltd.

6. Net worth consists of shareholders’ equity and adjustments for valuation, foreign currency translation and others.



Kao Corporation
News Release July 24, 2007

Forecast of Consolidated Results for 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 5,192.3 1,290,000 10,465.7
Operating income 49,000 397.5 114,000 924.9
Ordinary income 47,000 381.3 111,000 900.5
Net income 26,000 2109 66,000 535.5
Net income per share (Yen/US$) 47.69 0.39 121.06 0.98
Cash dividend per share 27.00 0.22 54.00 0.44

Notes:

1. Except net income per share, the forecasts for the six months ending September 30, 2007 and the fiscal year ending
March 31, 2008 remain the same as on April 23, 2007, when Kao announced its results for the vear ended March
31, 2007.

2. US. dollar amounts represent translations using the approximate exchange rate on June 29, 2007, of yen
123.26=US5%1, and ure presented solely for the convenience of readers.

Forward-Looking Statements

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

For further information, please contact:
Katsuya Fujii

Vice President

Investor Relations

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

E-mail: ir@kao.co.jp



Kao Corporation
News Release July 24, 2007

Summary of Consolidated Business Results and Financial Condition for
the First Quarter Ended June 30, 2007

1. Qualitative Information on Consolidated Business Results

During the three months ended June 30, 2007, the Japanese economy was recovering due to

improved corporate earnings and an upturn in consumer spending, although consumer prices
remained flat. In the domestic market for consumer products (excluding prestige cosmetics),
which is Kao’s main market, retail prices began to trend upward in major product categories.

Consolidated net sales for the three months ended June 30, 2007, the first quarter of the fiscal year
ending March 31, 2008, increased 12.1 percent compared with the same quarter a year earlier to
318.2 billion yen. Excluding the effect of currency translation, net sales would have increased
10.2 percent. Kao continued to promote products with high added value, which resulted in
generally good performance in each business segment. An additional factor in the sales increase
was a three-month consolidation period for Kanebo Cosmetics Inc., compared with two months in
the first quarter of the previous year.

Income suffered a negative impact from higher raw material prices. Moreover, Kao increased
marketing expenditures for growth. However, as a result of factors including sales growth and cost
reduction activities, operating income increased 1.4 billion yen compared with the same quarter a
year earlier to 25.6 billion yen, ordinary income increased 0.9 billion yen to 25.4 billion yen, and
net income increased 0.1 billion yen to 13.0 billion yen.

The main exchange rates used for translating the financial statement items (income and expenses)
of foreign subsidiaries and affiliates were 119.41 yen per U.S. dollar and 157.26 yen per euro.

Summary of Results by Business Segment

Japan is undergoing dynamic shifts due to structural changes including the declining birth rate,
aging population, later marriage and increase in single households, in addition to changes in
consumers’ product selection and purchasing attitudes, and associated changes in retailing. In
order to respond to these changes and to quickly and forcefully implement its consumer-driven
growth strategy, Kao reorganized its operations effective April 2007 by integrating the former
consumer products business and prestige cosmetics business into the Consumer Products Business
Segment, which is divided into three businesses (the Beauty Care Business, the Human Health
Care Business and the Fabric and Home Care Business), for a total of four businesses together
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with the Chemical Business Segment, which comprises the former chemical products business.
For the major products of each business segment, please see the Appendix on page 8.

Consumer Products Business Segment

Sales increased ! 1.8 percent compared with the same quarter a year earlier to 264.2 billion yen. In
Japan, sales increased 12.4 percent to 209.9 billion yen, as Kao took measures that included
launching new products in response to various changes and reinforcing its sales structure by
integrating its consumer products and prestige cosmetics sales companies. In Asia and Oceania,
sales increased 20.9 percent to 19.6 billion yen, as Kao realized the benefits of structural reforms
and unified management across the Asian region, including Japan. Excluding the effect of
currency translation, net sales would have increased 13.0 percent. In North America and Europe,
despite greater competition, sales increased 8.0 percent to 38.9 billion yen. Excluding the effect of
currency translation, net sales would have increased 2.2 percent.

Operating income increased 3.2 billion yen compared with the same quarter a year earlier to 20.4
billion yen as a result of the increase in sales and other factors, despite an increase in expenses that
included proactive marketing expenditures for further growth in Japan and overseas, in addition to
the effects of rising prices for raw materials, mainly natural oils and fats.

Beauty Care Business
Sales increased 16.7 percent compared with the same quarter a year earlier to 153.2 billion yen.

In Japan, sales increased 21.4 percent to 110.0 billion yen. Sales of prestige cosmetics grew. High-
end brands sold through counseling, such as fmpress, LUNASOL and est, and self-selection brands
such as the KATE makeup series performed well. Sales of premium skin care products increased
substantially, with strong sales of new product Bioré Meiku Torokeru Rikkido (Melting Liquid
Makeup Remover) and Bioré U body cleanser. Sales of premium hair care products grew
substantially as products including Segreta, a new hair care brand, and Essential Damage Care
shampoo and conditioner, which offer a new damage-care concept, won consumer support and
sold well.

In Asia, sales increased due to strong sales of Bioré facial cleanser, mainly in Taiwan and
[ndonesia, and because Kanebo Cosmetics Inc. is aggressively expanding business in the retail
channels of department stores and high-end drugstores in China.

Sales in North America and Europe were essentially unchanged from the same period of the
previous fiscal year, excluding the effect of currency translation. Sales of premium skin care
products increased due to the addition of high value-added products in the Jergens natural glow
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series and a product line extension for Curél. However, despite steady growth in Europe,
performance of the John Frieda premium hair care brand was weak due to a more competitive
market in the United States. Sales of the Molfon Brown brand increased strongly due to
geographical sales expansion.

Operating income decreased 0.4 billion yen compared with the same quarter a year earlier to 4.5
billion yen as higher sales partially offset intensifying competition, proactive investment in

marketing for growth and other factors.

Human Health Care Business

Sales increased 8.3 percent compared with the same quarter a year earlier to 46.2 billion yen.

In Japan, sales increased 7.4 percent to 42.4 billion yen. In food and beverage products, although
the addition of a refreshingly sweet muscat flavor contributed to solid sales of Healthya Water,
overall sales were basically flat. In sanitary products, Kao improved Laurier Super Guard sanitary
napkins, which are designed to feel custom-made. Sales of baby diapers increased with continued
strong consumer support for a product renewal that makes them gentler on the skin. In personal
health products, Medicated Pyuora oral care products, which promote total oral cleaning,
continued to perform well and sales increased substantially.

In Asia, overall sales grew as Laurier sanitary napkins sold strongly in Thailand and China.

Operating income tncreased 2.3 billion yen compared with the same quarter a year earlier to 3.0
billion yen mainly due to higher sales.

Fabric and Home Care Business
Sales increased 3.8 percent compared with the same quarter a year earlier to 64.7 billion yen.

In Japan, sales increased 1.6 percent to 57.4 billion yen. In fabric care products, sales of fabric
treatments such as Style Care Mist for Clothing fabric conditioner, which was launched in fall
2006, increased steadily. However, in the laundry detergent category, while the decline in retail
prices appears to be bottoming out, sales were flat as market competition remained severe. In
home care products, sales of CuCute dishwashing detergent and Quickle Wiper Handy household
duster kit increased.

Sales in Asia and Oceania increased significantly. In Thailand, Kao added to strong-selling Attack
FEasy with the launch of Attack Soft Pius. Moreover, Kao is realizing the benefits of its measures to
reinforce sales in China.
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Operating income increased 1.3 billion yen compared with the same quarter a year earlier to 12.9
billion yen mainly due to higher sales, which offset the impact of rising raw material prices.

Chemical Business Segment

Kao continued to work to further enhance the Chemical Business globally and locally with
distinctive products that meet customer needs. As a result, sales increased 13.2 percent compared
with the same quarter a year earlier to 61.9 billion yen. In Japan, sales increased 3.8 percent to
29.9 billion yen. Oleo chemicals achieved solid sales, while sales of superplasticizers for concrete
admixtures and plastics additives increased in performance chemicals. In specialty chemicals,
sales decreased compared with the same quarter a year earlier because sales of cleaners for
electronic parts and polishing agents for hard disks were affected by inventory adjustments in their
target industries. In Asia, sales increased 12.7 percent compared with the same quarter a year
earlier to 15.4 billion yen. Excluding the effect of currency translation, net sales would have
increased 5.9 percent. Sales of fatty alcohols increased due to production capacity expansion at a
plant in the Philippines to meet growing demand. In North America and Europe, sales increased
21.9 percent compared with the same quarter a year earlier to 24.7 billion yen. Excluding the
effect of currency translation, net sales would have increased 13.4 percent. Fatty amines, aroma
chemicals and toner and toner binder performed well.

Operating income decreased 1.7 billion yen compared with the same quarter a year earlier to 5.0
billion yen due to the impact of rising raw material prices for natural oils and fats, despite Kao’s
efforts to adjust sales prices and reduce costs.

2. Qualitative Information on Consolidated Financial Condition

Total assets were 1,253.4 billion yen, an increase of 5.6 billion yen from the end of the previous
fiscal year. Notes and accounts receivable and inventories increased 16.1 billion yen, reflecting
factors including the sales increase, while intangible fixed assets decreased 10.7 billion yen as a
result of amortization of intellectual property rights and goodwill.

Total liabilities increased 6.6 billion yen from the end of the previous fiscal year to 679.7 billion
yen. Notes and accounts payable, short-term debt and accrued expenses increased 13.7 billion,
while other current liabilities decreased 7.5 billion yen.
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Total net assets decreased 1.0 billion yen from the end of the previous fiscal year to 573.7 billion
yen. The primary factor increasing total net assets was net income for the first quarter of 13.0
billion yen, and the main factor decreasing total net assets was dividends. As a result, the net
worth* ratio was 44.9 percent, compared with 45.2 percent at the end of the previous fiscal year.

*Net worth consists of shareholders’ equity and adjustments for valuation, foreign currency transiation and others.

Net cash provided by operating activities was 23.9 billion yen. The principal components were
income before income taxes and minority interests of 24.9 billion yen, depreciation and
amortization of 22.3 billion yen, and an increase in trade payables of 4.1 billion yen, while income
taxes paid were 9.5 billion yen, increase in inventories was 9.5 billion yen, and increase in trade
receivables was 6.0 billion yen.

Net cash used in investing activities was 12.4 billion yen. The principal component was purchase
of property, plant and equipment, and intangible assets totaling 11.0 billion yen.

Net cash used in financing activities was 6.8 billion yen, which mainly consisted of 12.7 billion
yen for payments of cash dividends and a 5.6 billion yen increase in short-term debt.

As a result, the balance of cash and cash equivalents as of June 30, 2007 was 92.6 billion yen, an
increase of 4.5 billion yen from the end of the previous fiscal year.

3. Qualitative Information on Forecast of Consolidated Results

Kao’s first-quarter results were generally favorable. However, prices of raw materials, including
natural oils and fats and crude oil, have been rising significantly compared with the beginning of
the current fiscal year, causing uncertainty. In order to offset the impact of these rising prices, Kao
will continue to work to expand sales and improve cost efficiency as it aims to achieve its
previously announced forecasts. As a result, except for net income per share, the forecasts for the
six months ending September 30, 2007 and the fiscal year ending March 31, 2008 remain the
same as on April 23, 2007, when Kao announced its results for the year ended March 31, 2007.
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[Appendix]

Major Products by Business Segment

Business Segment Major Products

Counseling cosmetics, self-selection
cosmetics
Premium skin care products Soaps, facial cleansers, body cleansers

Prestige cosmetics

Beauty care

business — -
Shampoos, conditioners, hair care

products, hair coloring agents
Food and beverage products | Cooking oils, beverages

Sanitary products Sanitary napkins, baby diapers

Bath additives, oral care products,
men'’s products
Fabric care products Laundry detergents, fabric treatments

Premium hair care products

Consumer

Human health care
products business

business
Personal health products

Fabric and home Kitchen cleaning products, house

care business Home care products cleaning products, paper cleaning
products, commercial-use products

Fatty alcchols, fatty amines, fatty
Oleo chemicals acids, glycerin, commercial-use edible
fats and oils

Surfactants, plastics additives,
Chemical business Performance chemicals superplasticizers for concrete
admixtures

Toner and toner binder, ink and
Specialty chemicals colorants for inkjet printer ink,
fragrances and aroma chemicals

Major Products of Former Business Segments

Business Segment Product Category Major Products

Soaps, facial cleansers, body cleansers,
shampoos, conditioners, hair care products,
hair coloring agents, bath additives, oral care
products, men'’s products

Laundry detergents, kitchen cleaning
products, house cleaning products, fabric
{reatments, paper cleaning products
Feminine care, baby care | Sanitary napkins, baby diapers, cooking oils,

Personal care products

nsumer products business .
Co P Fabric and home care

products

and other products beverages
. . . Counseling cosmetics, self-selection
Prestige cosmetics Cosmetics ;
cosmetics

Commercial-use edible fats and oils, fatty
acids, fatty alcohols, glycerin, fatty amines,
Chemical products business | Chemical products surfactants, polyurethane for shoe soles,
plasticizers, toner and toner binder, fragrances
and aroma chemicals
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Kao Corperation

July 24, 2007
Consolidatad Statements of Cash Flows
Miilions of yan
Q1/FY2007 Q1/FY2006 FY2006
Apr *07 - Jun ‘07 Apr'06-Jun'08 _ Apr ‘06 - Mar ‘07
Operating activitles:
Income before income taxes and minority interests 24,904 24,200 117,127
Adjustments for:
Depreciation and amortization 22,347 20,640 92,171
Interast and dividend income (862) {451) {2,297
Interest expense 1,445 654 5,032
Change in trade receivables (6,092) (10,529) {24,308}
Change in inventories (9,504) {3,013) (3,189}
Change in prepaid pension cost 1,642 (3.977) {10,163}
Change in trade payables 4101 1,577 11,315
Changa in liability for retirement benefits 290 122 1,219
Other, net R _ {4.346) 5,779 ... 21818
Sub-total 33,926 35,001 208,725
Interest and cash dividends received 854 619 3,100
Interest paid (1,271) (347) (4,578}
Income taxas paid (9,578) {16,649) (42,269)
Nat cash provided by operating activities 23,931 18,623 164,977
Investing activities:
Purchase of marketable securities and investment securities (6} (6) {1,638)
Proceeds from the redemption and sales of marketable securities
and investment securities 0 12 1
Purchasa of property, plant and equipment, and intangible assets {11,080} (24,832) (65,470)
Proceeds from sales of property, plant and equipment 232 237 2,078
Changa in short-term loans, net (600} 12,006 11,928
Payments for long-term loans {509} (223) (1.550)
Other, net {465) {1,006) {8,586}
Net cash used in Investing activities {12,430) {13,812) {63,227)
Financling activities:
Change in debt 5,689 2,962 (154,319)
Proceeds from bonds - - 99,676
Purchasa of treasury stock {155) (112) {1,085)
Payments of cash dividends (12,766) (12,096} {29,146)
Other, net 402 159 1,208
Net cash used in financing activities (6,830) {9,085) {83,665)
Translation adjustments on cash and cash equivalents (159) 145 2,542
Nat increase (dacrease) in cash and cash equivalents 4,511 (4,129) 20,627
Cash and cash equivalents, beginning of year 88,154 67,527 67,527
Cash and cash equivalents, end of period 92,665 83,397 88,154
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Kao Corporation

Notice Regarding Allotment of Stock Options
(“Share Remuneration Type Stock Options™)

July 24, 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: (i) the
following details concerning the offering stock acquisition rights (shinkabu yoyaku ken) to be
issued as stock options to the members of the Board of Directors of the Company and the
executive officers of the Company who do not also serve as Company’s members of the Board of
Directors (“Company D&0”); and (ii) to make an offering of stock acquisition rights to the
subscribers of the relevant stock acquisition rights, with the purpose of. (a) enhancing the
motivation and morale of the Company D&O to improve the performance and stock values of the
Company, through further increasing the correlation between the remuneration of the Company
D&O and the performance and stock values of the Company; and (b) further increasing the
Company’s corporate value, through promoting the shared interests of the Company D&O and the
Company’s shareholders, pursuant to Articles 236, 238 and 240 of the Corporation Law.

Terms and Conditions of the Issuance
1. Name of Stock Acquisition Rights:

Stock Acquisition Rights Series 6-A of Kao Corporation
2. Total Number of Stock Acquisition Rights:
39 stock acquisition rights

The above total number is the planned allotted number. If the total number of stock
acquisition rights to be allotted decreases, including the case where an application has not
been made for subscription, the total number of stock acquisition rights to be allotted shall be
the total stock acquisition rights to be issued.

3. Type and Number of Shares to be Delivered upon Exercise of Stock 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 right (“Allotment Date™), the shares of the
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 Allotted Number of
Shares will be adjusted using the following formula, rounding down to the nearest yen any
amount less than 1 yen resulting from the adjustment:

Adjusted Allotted Number of Stock Split/Stock Consolidation
= Shares before x ,
Number of Shares . Ratio
Adjustment

The adjusted Allotted Number of Shares shall apply: (i) on or after the following day of the




record date of the relevant stock split in the event of a stock split; or (ii) on or after the
effective day of the stock consolidation in the event of a stock consolidation. However, in the
event of a stock split to be conducted on the condition that the proposal for increasing the
capital or the capital surplus by decreasing the retained earnings be approved at the general
meeting of shareholders of the Company, and if the record date of the stock split shall be any
day prior to the conclusion day of the relevant general meeting of sharchelders, the adjusted
Allotted Number of Shares shall apply retrospectively to the following day of such record
date, on or after the following day of the conclusion day of the relevant general meeting of
shareholders.

In addition to the above, if, after the Allotment Date, 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.

Furthermore, when the Allotted Number of Shares is adjusted, the Company shall give notice
or publicly announce to the respective person holding stock acquisition rights, who is
registered in the registry of the stock acquisition rights (“Stock Acquisition Right Holder™),
of the necessary matters, no later than the day prior to the day when the adjusted Allotted
Number of Shares will apply. However, if no notice or public announcement can be made on
the day prior to the day when the adjusted Allotted Number of Shares applies, such noticc or
public announcement shall be promptly made subsequently.

Value of Assets Contributed upon Exercise of Stock Acquisition Rights:

The value of the assets to be contributed upon the exercise of each stock acquisition right is
equal to the product of: one (1) yen to be paid for each share that will be delivered upon the
exercise of stock acquisition rights; and the Allotted Number of Shares.

Period for Exercising Stock Acquisition Rights:
From July 1, 2009 to June 30, 2014

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

(1) The amount of an increase in capital, 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 calculated in accordance with Article 40, Paragraph |
of the “Corporate Calculation Rules™ multiplied by one half (1/2), with any amount less
than 1 yen resulting from the calculation rounded up to the nearest yen.

(2) 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 (1) above, less the amount of
the increase in capital provided for in (1) above.

Restrictions on Acquiring Stock Acquisition Rights by Transfer:

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

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 an absorption-type demerger (kyushu bunkatsu) agreement or
incorporation-type demerger (shinsetsu bunkatsu) plan under which the Company is to
become a demerged company, or a proposal for the approval of a share-for-share exchange
(kabushiki kokan) agreement or a stock transfer (kabushiki iten) 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 sharecholders is not
required), on the date separately determined by the Board of Directors of the Company.

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 demerger, an incorporation-typc demerger, a
share-for-share exchange, or a stock transfer (collectively “Restructuring™), stock acquisition
rights of one of the stock corporations listed in Article 236, Paragraph 1, Item 8(a) through (e)
of the Corporation Law (as the case may be)(“Restructurced 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 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 merger agreement, absorption-type demerger agrecment, incorporation-type
demerger plan, share-for-share exchange agreement, or stock transfer agreement:

(1) 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.

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

Shares of the Restructured Company’s common stock

(3) The number of shares of the Restructured Company to be delivered upon Exercise of
Stock Acquisition Rights:

A decision will be made subject to 3. above, considering the terms for the Restructuring,
(4) 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; and the number of shares of
the Restructured Company delivered upon exercise of those stock acquisition rights,
determined in accordance with (3) above. The paid-in amount after the Restructuring
shall be one (1) yen for each share in the Restructured Company issuable upon the
exercise of stock acquisition rights.




10.

11.

12.

(3) Period for Exercising Stock Acquisition Rights:
A period commencing on either the initial date of the period for exercising stock
acquisition rights as provided for in 5. 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 5. above.

(6) Matters Concerning Increase in Capital and Capital Surplus In the Event of Issuance of
Shares upon Exercise of Stock Acquisition Rights:

To be decided subject to 6. above.

(7) Restrictions on Acquiring Stock Acquisition Rights by Transfer:
Acquiring stock acquisition rights by transfer is subject to the approval of the board of
directors of the Restructured Company by resolution (*director”, if the Restructured
Company is not a company with a board of dircctors).

(8) Terms and Conditions for Acquiring Stock Acquisition Rights:
To be decided subject to 8. above.

(9) Other Conditions for Exercising Stock Acquisition Rights:
To be decided subject to 11. below.

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.

Other Terms for Exercising Stock Acquisition Rights:

(1) If a Stock Acquisition Right Holder loses all his/her positions of member of the Board of
Directors, auditor, officer or employee of the Company or in a company in which the
Company holds 40% or more of its shares directly or indirectly, the Stock Acquisition
Right Holder can exercise the stock acquisition rights only within the period from the date
of the loss of the relevant position to the two year anniversary of that date; provided,
however, that such exercise shall be limited to the pertod for exercising the stock
acquisition rights, defined in 5. above.

{2) One stock acquisition right cannot be exercised by further dividing the right.
Calculation Method of Paid-in Amount for Stock Acquisition Rights:
The paid-in amount for each stock acquisition right shall be equal to the product of: the option

price per share calculated based on the basic figures described below in accordance with the
following Black-Scholes model; and the Allotted Number of Shares.

C =Se™"N(d)- Xe™" N{d - T



16.

(1) Option price per share (C)

(2) Share price (S): the closing price of the common stock of the Company under a regular
transaction at the Tokyo Stock Exchange on August 31, 2007 (the basic price of the
following transaction day, if there is no closing price.)

(3) Exercisc price (X): | yen

(4) Projected remaining period (T): 4.5 years

(5) Volatility (o): share price volatility rate calculated based on the closing price of the
common stock of the Company under a regular transaction on the last transaction day of
each week during the 4.5 years (from February 28, 2003 to August 31, 2007)

(6) Risk-free interest rate (r). interest rate of the government bonds whose remaining ycars
match the projected remaining period

(7) Dividend vyield (g): dividend per share (dividend results for Fiscal Year 2006) of the
common stock of the Company divided by the share price defined in (2) above

(8) Cumulative distribution function of the standard normal distribution (N( * })

. Date of Allotment of Stock Acquisition Rights:

August 31, 2007

. Payment Date of Money in Exchange for Stock Acquisition Rights:

Payment date shall be August 31, 2007.

. Request for Exercise of Stock Acquisition Rights and Payment Method:

(1) Upon exercise of the stock acquisition rights, the necessary items shall be filled in on the
“Request for Exercise of Stock Acquisition Rights” form by the Stock Acquisition Right
Holder, in a manner designated by the Company, with a seal or sign affixed, then the
“Request for Exercise of Stock Acquisition Rights” shall be submitted to the place of
acceptance of the request for exercise defined in 16. below. The “Request for Exercise of
Stock Acquisition Rights” shall be accepted at the place of acceptance of the request for
exercise only on the business days of the Company.

(2) Along with the submission of the “Request for Exercise of Stock Acquisition Rights”
stated in (1) above, the amount equal to the value of assets contributed upon the exercisc
of each stock acquisition right multiplied by the number of the stock acquisition rights to
be exercised (“Paid-in Amount”) shall be remitted in cash to the bank account designated
by the Company (“Designated Account™) at the payment handling place defined in 17.
below, no later than the date designated by the Company.

Place of Acceptance of Request for Exercise of Stock Acquisition Rights:

The Human Capital Development Department of the Company (If there is any change in the
departments in charge of the administration relating to the stock acquisition rights, then the
relevant departmemt after such change; If the Company outsources the relevant
administration to a third party, such third party.)




17. Payment Handling Place upon Exercise of Stock Acquisition Rights:

Otemachi Business Department of Mizuho Corporate Bank, Ltd. (or the then succeeding
bank of the relevant bank or the then succeeding branch of the relevant branch)

18. Effective Period of Exercising Stock Acquisition Rights, etc.:

(1) The exercise of the stock acquisition rights becomes effective when the payment handling
place accepts the same *Request for Exercise of Stock Acquisition Rights”, that was
accepted at the place of acceptance of the “Request for Exercise of Stock Acquisition
Rights”, and the Paid-in Amount defined in 15. (2) is remitted to the Designated Account,

(2) The Company shall issue a stock certificate after the completion of the exercise
procedures without delay. However, no stock certificate shall be issued for shares that are
less than one unit share (tangen miman kabushiki).

19. Handling in Connection with Re-reading of the Provisions or Other Measures in this Terms
and Conditions of the Issuance:

[f any re-reading of the provisions or any other measures in this Terms and Conditions of the
[ssuance becomes necessary, the Company may change this Terms and Conditions of the
[ssuance in connection therewith in a manner deemed appropriate by the Company in
accordance with the Corporate Law and the purposes of the stock acquisition rights, and such
change shall be incorporated into this Terms and Conditions of the Issuance.

20. Public Disclosure of Terms and Conditions of the Issuance:

The Company shall keep a copy of this Terms and Conditions of the Issuance of the stock
acquisition rights at its head office so as to be available to Stock Acquisition Right Holders
for their review during its business hours.

21. Any other necessary matters relating to the stock acquisition rights shall be exclusively
delegated to the representative directors.

Furthermore, stock acquisition rights are to be allotted to the members of the Board of Directors
of the Company and the exccutive officers of the Company who do not also serve as Company’s
members of the Board of Directors, totaling 27 people. The total number of 39 units of stock
acquisition rights, described in 2. above, are made up as follows: 25 units to be allotted to the
members of the Board of Directors of the Company and 14 units to be allotted to those executive
officers who do not also serve as Company’s members of the Board of Directors. The people and
number of units to be allotted the stock acquisition rights will be resolved at a meeting of the
Board of Directors at a later date.

Reference:

The stock acquisition rights to be allotted to the members of the Board of Directors are
remuneration, etc., concerning stock acquisition rights to be allotted as stock options, within the
limit of 200 million yen (excluding any part of remuneration, etc., to be paid to the member of the
Board of Directors who also serves as an employee for his/her service as an employee) as the total
maximum annual amount and a total number of 50 stock acquisition rights {50,000 shares in
common stock) as the maximum number of stock acquisition rights, which was approved at the
100th Annual General Mecting of Sharcholders, held on June 29, 2006,



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

Phone: +81-3-3660-7043

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

Notice Regarding Allotment of Stock Options

July 24, 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: (i) the
following details concerning the offering stock acquisition rights (shinkabu yoyaku ken) to be
issued as stock options at especially favorable terms to employees of the Company, and members
of the Board of Directors and employees of the Company’s affiliated companies (collectively,
“Employees™); and (ii) to make the offering of stock acquisition rights to the subscribers of the
relevant stock acquisition rights, for the purpose of further increasing the Companies corporate
value, through promoting the shared interests of the Employees and the Company’s sharcholders,
pursuant to Articles 236, 238 and 239 of the Corporation Law, and the resolution of the 101
Annual General Meeting of Shareholders of the Company held on June 28, 2007,

Terms and Conditions of the Issuance
1. Name of Stock Acquisition Rights:

Stock Acquisition Rights Series 6-B of Kao Corporation
2. Total Number of Stock Acquisition Rights:
430 stock acquisition rights

The above total number is the planned allotted number. If the total number of stock
acquisition rights to be allotted decreases, including the case where an application has not
been made for subscription, the total number of stock acquisition rights to be allotted shall be
the total stock acquisition rights to be issued.

3. Type and Number of Shares to be Delivered upon Exercise of Stock 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 of the
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 Allotted Number of
Shares will be adjusted using the following formula, and any amount less than 1 yen resulting
from the adjustment shall be rounded down to the nearest yen. The provision in 5(2)(ii) below
shall apply mutatis mutandis to determine the day when the adjusted Allotted Number of
Shares is to apply.

r

Adjusted Allotted Number of . .
Number of Shares = Shares before X Stock Split/ Stocl.( Consolidation
. Ratio
Adjustment

In addition to the above, if, after the Allotment Date, 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.



Furthermore, when the Allotted Number of Shares is adjusted, the Company shall give notice
or publicly announce to the respective persons holding stock acquisition rights, who are
registered in the registry of the stock acquisition rights (“Stock Acquisition Right Holder™),
of the necessary matters no later than the day prior to the day when the adjusted Allotted
Number of Shares will apply. However, if no notice or public announcement can be made on
the day prior to the day when the adjusted Allotted Number of Shares applies, such notice or
public announcement shall be promptly made subsequently.

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: the same applies hereinafter) 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: the same applies
hereinafter) commencing on the 45" trading day prior to the day after the Allotment Date,
with any fraction less than one yen rounded up to the nearest yen. If the foregoing amount 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.

Adjustment of Exercise Price:

(1) After the Allotment Date, if any one of the evenis in the following (i) or (ii) occurs with
respect to the common stock of the Company, the Exercise Price will be adjusted using
the following calculation formulas (“Calculation Formula of Adjusting Exercise Price”),
and any amount less than 1 yen resulting from the adjustment shall be rounded up to the
nearest yen.

(i) Where the Company, in respect of shares of its common stock, issues new shares or
disposes of its treasury shares at a price less than the market price (However, the
Exercise Price will not be adjusted in the event of: any conversion of securitics to be
converted or that are convertible into common stock of the Company; any exercise of
stock acquisition rights which may be used to claim for an issuance of the Company’s
common stock (inctuding the purchase rights attached to bonds with a share purchase
warrant); any transfer to stock option holders of the Company’s treasury shares
acquired by the Company based on the resolutions of the 95™ Annual General
Meeting of Shareholders held on June 28, 2001; any transfer of treasury shares
owned by the Company, 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 s
. « Paid-in Value
Exercise Price Previously + Newly Issued Per Share
Adjusted _ Issued Shares Shares
. before -
Exercise Adiustment ™ Market Price
Price ! Number of + Number of
Previously Issued Shares Newly Issued Shares

{a) In the Calculation Formula for Adjusted Exercise Price, “Number of Previously

2




shares held by the Company. Where the Company disposes of its treasury shares
that are common stock of the Company, “Number of Newly Issued Shares” will
read as “Number of Treasury Shares to be Disposed of.”

(b) The “Market Price” applied in the Calculation Formula for Adjusted Exercise
Price shall be the average price of the daily closing prices of common stock of the
Company for regular transactions at the Tokyo Stock Exchange for thirty
consecutive trading days commencing on the 45™ trading day prior to the “day
when the Exercise Price after adjustment applies” (“Application Day”) defined in
(2) below. The “average price” shall be calculated up to two decimal places, and
rounded to one decimal place.

(ii) Where the shares of the Company’s common stock are subject to any stock split or
any stock consolidation:

Exercise Price Exercise Price 1
after = before % Stock Split/Stock Consolidation
Adjustment Adjustment Ratio

(2) The day when the Excrcise Price after adjustment will apply shall be as follows:

(i) The Exercise Price after adjustment, where an adjustment is made in accordance with
(1)(i) above, shall apply on and after the day following the payment day for the
relevant issue or disposal of shares (or on and after the day following the record date,
if there is any record date).

(ii) The Exercise Price after adjustment, where an adjustment is made in accordance with
{(1)(ii) above, shall apply: (i) on and after the day following the record date of the
relevant stock split in the event of a stock split; or (ii) on and after the cffective day of
the stock consolidation in the event of a stock consolidation. However, in the event of
a stock split to be conducted on the condition that the proposal for increasing the
capital or the capital surplus by decreasing the retained earnings be approved at the
general meeting sharcholders of the Company, and if the record date of the stock split
shall be any day prior to the conclusion day of the relevant general meeting of
shareholders, the adjusted Exercise Price shall apply retrospectively to the day
following such record date, on and after the following day of the conclusion day of
the relevant general meeting of shareholders.

) Issued Shares” means the aggregate number of issued shares less the treasury

In the event stated in the proviso above, the shares of the common stock of the
Company shall be delivered to a Stock Acquisition Right Holder who exercised their
stock acquisition rights during the period from the day following the record date of
the stock split to the conclusion day of the relevant general meeting of shareholders
{hereinafter, the number of shares deliverable upon the exercise of the relevant stock
acquisition rights shall be the “Number of Shares Exercised before Stock Split.” ) in
accordance with the following calculation formula. Any share less than onc share
resulting from above shall be rounded to zero.




Number of (Exercise Price before Adjustment - Exercise Price after Adjustment) x

Shares of Number of Shares Exercised before Stock Split
New =
Issnance Exercise Price after Adjustment

(3) In addition to the above, if, after the Allotment Date, there is an unavoidable reason for
requiring adjustment of the Exercise Price, including the case where the Company
decreases the capital amount, the Exercise Price shall be adjusted to a reasonable extent
considering the conditions for the decrease in the capital amount.

(4) Where the Exercise Price is adjusted, the Company shall give notice or publicly announce
to the Stock Acquisition Right Holders, who are registered in the registry of the stock
acquisition rights, of the necessary matters no later than the day prior to the day when the
Exercise Price after adjustment will apply. However, if no notice or public announcement
can be made on the day prior to the day when the Exercise Price after adjustment applies,
such notice or public announcement shall be promptly made subsequently.

Period for Exercising Stock Acquisition Rights:
From September 1, 2009 to August 29, 2014

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

(1) The amount of an increase in the capital, 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 calculated in accordance with Article 40, Paragraph 1
of the “Corporate Calculation Rules”, multiplied by one half (1/2), with any amount less
than | yen resulting from the calculation rounded up to the nearest yen.

(2) 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 (1) above, less the amount of
the increase in capital provided for in (1) above.

Restrictions on Acquiring Stock Acquisition Rights by Transfer:

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

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 an absorption-type demerger (kyushu bunkatsu) agreement or
incorporation-type demerger (shinsetsu bunkatsu) plan under which the Company is to
become a demerged company, or a proposal for the approval of a share-for-share exchange
(kabushiki kokan) agreement or a stock transfer (kabushiki iten) plan under which the
Company is to become a wholly-owned subsidiary, is approved at the Company’s general
meeting of sharcholders (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 shareholders is not
required), on the date separately determined by the Board of Directors of the Company.
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10. 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 demerger, an incorporation-type demerger, a
share-for-share exchange, or a stock transfer (collectively “Restructuring”), stock acquisition
rights of one of the stock corporations listed in Article 236, Paragraph 1, item 8(a) through (¢)
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 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 merger agreement, absorption-type demerger agreement, incorporation-type
demerger plan, share-for-share exchange agreement, or stock transfer agreement:

(1) 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.

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

Shares of the Restructured Company’s common stock

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

A decision will be made subject to 3. above, considering the terms for the Restructuring.
(4) 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 4. above, considering factors such as the
Restructuring terms; and the number of shares of the Restructured Company delivered
upon exercise of those stock acquisition rights, determined in accordance with (3) above.

(5) Period for Exercising Stock Acquisition Rights:
A period commencing on either the initial date of the period for exercising stock
acquisition rights as provided for in 6. 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 6. above.

(6) Matters Concerning Increase in Capital and Capital Surplus In the Event of Issuance of
Shares upon Exercise of Stock Acquisition Rights:

To be decided subject to 7. above.



11.

12.

13.

14.

15.

(7} Restrictions on Acquiring Stock Acquisition Rights by Transfer:

Acquiring stock acquisition rights by transfer is subject to the approval of the board of
directors of the Restructured Company by resolution (“director”, if the Restructured
Company is not a company with a board of directors).

(8) Terms and Conditions for Acquiring Stock Acquisition Rights:
To be decided subject to 9. above.
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 wiil be rounded down.

Other Conditions for Exercising Stock Acquisition Rights:

(1) If a Stock Acquisition Right Holder loses all his/her positions of member of the Board of
Directors, auditor, officer or employee of the Company or in a company in which the
Company holds 40% or more of its shares directly or indirectly, the Stock Acquisition
Right Holder can exercise the stock acquisition rights only within the period from the date
of the loss of the relevant position to the two year anniversary of that date; provided,
however, that such exercise shall be limited to the period for exercising the stock
acquisition rights, defined in 6. above.

(2) One stock acquisition right cannot be exercised by further dividing the right.
Paid-in Amount for Stock Acquisition Rights:

No payment of money is required for the stock acquisition rights,

Date of Allotment of Stock Acquisition Rights:

August 31, 2007

Request for Exercise of Stock Acquisition Rights and Payment Method:

(1) Upon exercise of the stock acquisition rights, the necessary items shall be filled in the
“Request for Exercise of Stock Acquisition Rights” form by the Stock Acquisition Right
Holder, in a manner designated by the Company, with a seal or sign affixed, then the
“Request for Exercise of Stock Acquisition Rights” shall be submitted to the place of
acceptance of the request for exercise defined in 16. below. The “Request for Exercise of
Stock Acquisition Rights” shall be accepted at the place of acceptance of the request for
exercise only on the business days of the Company.

(2) Along with the submission of the “Request for Exercise of Stock Acquisition Rights”
stated in (1) above, the amount equal to the value of assets contributed upon the exercise
of each stock acquisition right multiplied by the number of the stock acquisition rights to
be exercised (“Paid-in Amount™} shall be remitted in cash to the bank account designated
by the Company (“Designated Account™) at the payment handling place defined in 17.
below no later than the date designated by the Company.



16.

17.

18.

19.

20.

21.

22

Place of Acceptance of Request for Exercise of Stock Acquisition Rights:

The Human Capital Development Department of the Company (If there is any change in the
departments in charge of the administration relating to the stock acquisition rights, then the
relevant department after such change; If the Company outsources the relevant
administration to a third party, such third party.)

Payment Handling Place upon Exercise of Stock Acquisition Rights:

Otemachi Business Department of Mizuho Corporate Bank, Ltd. (or the then succeeding
bank of the relevant bank or the then succeeding branch of the relevant branch)

Effective Period of Exercising Stock Acquisition Rights, etc.:

(1) The exercise of the stock acquisition rights becomes effective when the payment handling
place accepts the same “Request for Exercise of Stock Acquisition Rights” that was
accepted at the place of acceptance of the “Request for Exercise of Stock Acquisition
Rights”, and the Paid-in Amount defined in 5. (2) is remitted to the Designated Account.

(2) The Company shall issue a stock certificate after the completion of the exercise
procedures without delay. However, no stock certificate shall be issued for shares that are
less than one unit share (tangen miman kabushiki).

Handling in Connection with Re-reading of the Provisions or Other Measures in this Terms
and Conditions of the Issuance:

[f any re-reading of the provisions or any other measures in this Terms and Conditions of the
Issuance becomes necessary, the Company may change this Terms and Conditions of the
Issuance in connection therewith in a manner deemed appropriate by the Company in
accordance with the Corporate Law and the purposes of the stock acquisition rights, and such
change shall be incorporated into this Terms and Conditions of the Issuance.

Public Disclosure of Terms and Conditions of the Issuance:
The Company shall keep a copy of this Terms and Conditions of the Issuance of stock
acquisition rights at its head office so as to be available to Stock Acquisition Right Holders

for their review during its business hours.

Any other necessary matters relating to the stock acquisition rights shall be exclusively
delegated to the representative directors.

Any one of the provisions above shall be subject to the effectiveness of the registration in
accordance with the Securities Exchange Law.

Furthermore, stock acquisition rights are to be allotted to cmployees of the Company and the
members of the Board of Directors and employees of the Company’s affiliated companies,
totaling 82 people. The people and number of units to be allotted the stock acquisition rights will
be resolved at a meeting of the Board of Directors at a later date.

Reference:
(1) Date of resolution of the meeting of the Board of Directors in which it was resolved to submit

a proposal to the Annual General Meeting of Shareholders: April 23, 2007
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(2) Date of resolution of the 101* Annual General Meeting of Sharcholders of the Company:
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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